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I  have  a  phone  that  rings  constantly.  A  ca] 
to  be  at  ten  minutes  ago.  I  need  rehef.  Al 
comfort  goes  to  work  immediately,  delive 

Fm  amazed  a  car  like  this  is  AVAILA]! 


ery  hour  taken.  Aiid  a  dinner  engagement  I  was  supposed 
-icolii  Town  Car.  Just  what  the  doctor  ordered.  Its  sootliing 
of  unsurpassed  luxury  and  peace  of  mind,  ^u  know, 

HOUT  A  PRESCRIPTION. 


I  LINCOLN 

What    A    Luxury    Car    Should  Be 


Success  starts  with  an  attitude.  A  confidence 
that  you  can  integrate  ideas  with  knowledge  to  change 
forever  the  way  business  approaches  a  challenge. 
The  greater  the  resources,  the  greater  the  possibilities. 
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EDITED  BY  LARRY  LIGHT 


BACK-SCRATCHING 

A  DANGEROUS 
LIAiSON  IN  BANKING 

BANKERS  TRUST  CEO  FRANK 
Newman  was  Deputy  Ti'ea- 
sury  Secretary  until  Septem- 
ber, 1995.  So  when  he  con- 
tacted Comptroller  of  the 
CiuTency  Eugene  Ludwig  nu- 
merous times  last  year,  he 
may  have  violated  the  gov- 
ernment ethics  law — which 
forbids  ex-ofiicials  from  con- 
tacting their  former  agencies 
on  any  official  matter.  The 
House  banking  subcommittee 
on  oversight  is  investigating. 
Newman,  according  to  the 


NEWMAN:  panel,  made 
$2,()()()  to  five  phone 
see  Jose  calls  to  the 
Comptroller, 
the  Treasury's  key  regxi- 
lator,  between  May  and 
August,  imi.  On  May  13, 
they  had  breakfast  before 
attending  a  controversial 
White  House  coffee  with 
16  other  bankers  and  top 
Democratic  fi.md-raisei's — 
an  event  Newanan  helped 
organize.  And  he  took  the 
Ludwigs  to  Carnegie  HaU 
for  a  Jose  Carreras  con- 
ceit May  16. 

Subcommittee  Chairman 
Spencer  Bachus  III  (R-Ala.) 
wants  to  know  if  Newman 
solicited  some  of  the  $446,000 
in  bankers'  donations  the  dnc 
got  after  the  coffee;  $75,000 
of  it  came  from  BT.  Newman 
declines  to  comment. 

Ludwig  says  their  talks 
were  mainly  social  or  on 
general  banking  topics.  Last 
week,  he  repaid  Newman 
$2,000  for  the  concert  tick- 
ets. While  Bankers  Trust  as 
a  state-chartered  bank  isn't 
regulated  by  the  Comptrol- 
ler, he  is  a  major  voice  in 
legislation  potentially  affect- 
ing BT.  Patda  Divijer 


BILL'S  BUNCH 

DID  HERMAN  WRITE 
HER  OWN  TICKET? 

LABOR  SECRETARY-DESIGNATE 

Alexis  HeiTnan,  ah-eady  flak- 
bait  for  her  role  in  De 
mocratic  fund-rais- 
ing,   may  have 
more  explaining 
to  do  in  her  Sen- 
ate confirmation 


hearings.     New  f  ^ 
questions  center 
on  how  she  bene- 
fited fi'iini  rules  she 
helped  writp  as  a  Labor 
Dept.  official  in  the  Cartel- 
years.  The  rult's  require  fed- 
eral constnictMii  projects  to 
include  minora y  owners. 
In  1984,  Herinan  received 


a  3.3%  interest  for  free  in 
Washington's  Market  Square 
prdject,  now  worth  between 
$500,000  and  $1  million.  Her 
defenders  say  there's  no  evi- 
dence of  illegality  since  she 
was  a  private  consultant  at 
the  time.  The  White 
House  says  she 
helped  to  write 
rules  to  |)i'omote 

NOMINATED  hat 

/I iider  fire 


women  apprentice- 
ships and  that  she 
can't  recall  working  on 
minority-owner  rules.  Con- 
sei-vative  activist  Teny  East- 
land calls  Herman  "a  symbol 
of  what's  wrong  with  affir- 
mative action."  Paula  Dunjer 


TALK  SHOW  Ult  would  be  wrong,  erroneous,  and  a  vei| 
dangerous  thought.  It  would  be  very  wrong. ..for  anyone 
make  any  judgment  about  the  future  of  this  investigatio| 

— Special  Prosecutor  Kenneth  Starr,  discounting  suygestions  that  h\ 
upcoming  departure  could  end  the  Whiteivater probe 

WHEELER-DEALERS 

HIGH  NOON  IN  BIG  D 


TWO   HIGH-OCTANE  TEXAS 

billionaires  are  fussing  over 
how  to  build  Dallas'  new 
sports  arena,  stymieing  the 
project.  The  squabble  over 
replacing  cramped  Reunion 
Arena  pits 
real  estate  de- 
veloper Ross 
Perot  Jr.,  ma- 
jority ownei' 
of  the  Dallas 
Mavericks 
basketball 
team  and  son 
of  You  Know 

Who,  against  

financier  Tom  Hicks,  propri- 
etor of  hockey's  Dallas  Stars. 

Although  both  agree  that 
building  a  basketball-hockey 
palace  makes  the  most  sense, 
each  sometimes  hints  he  will 
go  it  alone.  (City-owned  Re- 
union now  hosts  both  teams.) 
The  city  government,  which 
plans  to  share  the  costs  of 
building  the  arena  with  the 


ARENA  FOES:  Hicks,  Perot 


teams,  wants  a  compra 
Right  now,  though,! 
are  far  apart.  Hicka 
a  more  modest  plan: 
a  $180  million  arena! 
pricey  luxury  boxes  iij 
two  yeara 
trouble! 
since  tha 
tional  Hi 
League  dj 
have  a  n! 
al  TV  coil 
to  subs 
the  Stai'sl 
less  Rer 

  no  bonar 

Hicks.   And  Perot, 
by  the  nba's  juicy  tele 
contract,  is  in  no  hmry. 
wants  a  $1  biUion  meg; 
plex,  also  featuring  h 
offices,  condominiums, 
shopping.  And  while  I 
seeks  a  50-50  arena  o\ 
ship  split,  Perot  is  pu 
for  51%  for  himself. 
Stephanie  Anderson  F 


FAT  WALLETS 

AN  INSURER'S 
3%  SOLUTION 


CONSECO  CHAIRMAN  STEPHEN 

Hilbert  is  getting  a  $12  mil- 
lion cash  bonus  for  1996,  up 
from  '95's  $7.4  million.  And 
the  1997  take  will  be  even 
fatter:  $24  million,  according 
to  a  Salomon  Brothers  esti- 
mate that  factors  in  expected 
profits  from  the  expansion- 
minded  insurer's  recent  ac- 
quisitions. Since  1983,  when 
the  board  set  the  bonus  for- 
mula, Hilbeit  has  sliced  off 
3%^  of  pretax  net  profits. 

But  these  lush  bonuses 
(atop  a  flat  $250,000  yeariy 
salary),  which  would  make 
him  among  the  best-compen- 
sated U.  S.  executives,  draw 
fire  from  corporate-gover- 
nance watchdogs.  They  be- 
lieve Hilbert,  who  founded 
the  company  in  1979,  owes 
his  good  fortune  in  part  to  a 


mom-and-pop  board  s 
ture.  Company  officei's 
held  five  of  its  nine  seat 

The  board,  if  not  hisi^ 
package,  is  changing.  On 
19,  the  company  replaci 
insider  with  an  outside i 
ing  nonmanagement  dii  > 
a  5-4  majority.  Hilbert 
apologetic  about  his  pa.\ 
ing  that  Conseco  storl 
soared  148%  over  thr 
year.  He  says:  "ItV 
American  way."  Grey  I 


A  friendly 


6  BUSINESS  WEEK  /  MARCH  3,  1997 


yes  are  smiling. 


Every  c()untr\'  has  its  own  Al'&T  Access  Number 


.  om 


AT&T 


Cdllitm  Can  I 


,,(,  491288  327  928  730  3  50 


overseas  really  easy.  Just  dial  the  AT&T  Access 


you're  in  and  we  ll  take  it  from  there.  And  be  sure  to  charge  your  calls  on 


your  AT&T  Calling  Card.  It'll  help  you  avoid  outrageoi  ,         .  charges  on 


your  hotel  bill  and  save  \  ()ii  up  to  60'>o  :  So  use  AT&  T  Direct  Service  and 


All  you  need  tor  the 
fastest,  clearest  connections  home. 


you  won't  need  the  luck  of  the  Irish  to  get  easy  connections  home .  For  a  free 


wallet  card  of  worldwide  AT&T  Access  Numbers,  call  1  800-  . 


2st  and  cle-artfst  connections  from  coLintrifs  w  ith  vokc  prompts,  comparccl  to  nut|or  I.'  s,  cirrit-rs  on  calK  to  the-  {'<  S 
li  st  lv[s(.,!  I  in  customer  prefercnct-  ttsling.  'Compaic-d  to  certain  hotel  Iclt-phont-  char^ies  hasc-d  <>n  calls  u<  the-  I '  S. 

\t  tual  savinjis  may  he  higher  or  lower  depending  upon  your  billing  melhod,  lime  ol  day.  length  ot 

\>\'  hotel,  and  the  country  from  which  you  are  calling.  ©  1997  ATOT 
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DRAWN  &  QUARTERED 


AFTERLIVES 

FOR  TECHNOPHOBES,  VIRTUAL  PINBALL 

little  as  a  quarter,  people  can 
l)lay  up  to  12  card  antl  puzzle 
games,  downloaded  from  the 
Net,  some  against  opponents 
at  other  locations.  That's 
much  more  sophisticated  than 
Pong,  Bushnell's  first  game, 
the  electronic  table-tennis 
match  that  launched  Atari  in 
the  1970s.  PlayNet  customers 
also  can  access  the  Net  for 
E-mail,  news,  and  other  ser- 
vices via  a  user-friendly 
touch-screen  system.  Bush- 
neU  believes  that  PlayNet  can 
tap  a  vast  market  of  techno- 
illitei'ates. 

Bushnell,  54,  who  joined 
PlayNet  last  April,  is  just  a 
salaried  employee  there,  at 
$300,000  yeai-ly  plus  .stock  op- 
tions. He  sold  Atari  in  1976 
to  Warner  Communications 
for  $28  million,  then  stayed 
on  as  CEO  until  he  began  the 
Chuck  E.  Cheese  pizza  chain 
(famous  for  its  performing  ro- 
bots), which  Showbiz  Pizza 
Times  bought  in  1984.  Since 
then,  he  has  run  a  venture 
capital  firm,  among  other 
things.  Lisa  Sanders 


BUSHNELL:  Span'  a  quarter? 
VIDEO-GAME  PIONEER  NOLAN 

Bushnell  is  back  in  front  of 
the  screen.  The  founder  of 
Atari  has  joined  a  Manhat- 
tan outfit  called  PlayNet 
Technologies  as  its  strategic 
planning  director,  with  the 
aim  of  taking  his  beloved 
coin-operated  games  up  to 
the  next  technical  level,  the 
Internet. 

The  company  is  shipping 
its  fii'st  pay-per-play  macliines 
to  restaurants,  bars,  and  oth- 
er high-traffic  spots.  For  as 


PRODUCT  PEEK 

MAKE  MINE 
PRICKLY  PEAR 


SOUTHWESTERN  CUISINE  HAS 

been  trendy  for  some  time. 
Now  get  ready  for  cactus.  A 
group  of  Texas  farmers,  re- 
searchers, and  business  folk 
hope  the  plant  can 
find  a  lucrative  mar- 
ket nationally.  It's 
certainly  abundant. 
"Half  the  state  is 
covered  with  it," 
says  Peter  Felker, 
a  scientist  at  Tex- 
as A&M  University, 
which  is  helping  out 
by  developing  a 
prickly  pear  cactus 
minus  the  sharp 
spines  and  green  slime  inside. 

The  prickly  peai;  considered 
by  some  the  tastiest  cactus. 


VITTLES?  Yessir! 


has  been  a  dietary  staple  for 
centuries  in  Latin  America. 
Its  flat  pads  ar-e  cooked  and 
eaten  as  vegetables,  and  its 
round  fruit  is  candied.  Afi- 
cionados say  the  pads  taste 
like  gTeen  beans  and  the  fiaiit 
like  melon.  Chef  Jay  McCar- 
thy, who  heads  the  Profes- 
sional Association  for  Cactus 
Development,  as  the 
coalition  is  known, 
uses  the  prickly 
pear  in  omelettes 
and  salads  at  his 
Austin  restam-ant. 

The  Texas  gToup 
has    made  small 
inroads  in  persuad- 
ing major  food  com- 
panies to  market 
cactus  products. 
Example:  Perfect 
Puree,  a  Los  Angeles  food 
processor,  sells  jars  of  cactus 
puree.  Scott  LaFee 


Hello,  Prbidekvcu 
X  surrender!... 

&IVE  up  COMMUNISM 


IN  THE  TRENCHES 

A  CHEAP  PERK?  AH, 
THERE'S  THE  RUB 

WORKPLACE  BACK  RUBS  ARE 

the  latest  employee  perk,  a 
nice  way  to  please  the  troops 
and  relieve  their  stress.  It's 
not  too  expensive  a  benefit, 
either.  The  Great  American 
BackRub  charges  an  hourly 
bulk  rate  of  $50  to  $75 
per  office,  usually  with 
thi-ee  massage  therapists 
handling  up  to  six  clients 
each  per  hour. 

Whose  shoulders  knot 
up  the  worst?  Those  of 
the  big  shots,  says  An- 
thony Mazlish,  owner  of 
The  Healthy  Back  Store, 
which  serves  large  com- 
panies  and   law  firms 
around  Washington,  D.  C, 
and   Raleigh,   N.C.  They 
"tend  to  have  superstress 
syndrome,"  says  Mazlish. 


Some  companies  are  | 
ing  back  nibs — often  dom. 
hind  closed  doors  for  pJ 
and  always  fully  clothe 
bonuses  to  star  empld 
Secretaiies  Week  (Api-.  i 
is  among  the  roving  ral 
busiest  times.  Ditto 
yeai-end  holidays.  Janet  ] 
general  manager  of  Bo 
Books  &  Music  Shop  in 
Brunswick,  N.J. 


WORKPLACE  MASSAGE:  Stres 


therapist  foi'  her  overwc 
staff  when  it  seemed 
"some  days  weren't  goii 
end."      Elena  Maria  I 


THE  BIG  PICTURE 


EAST-WEST  THAW  The  usually  downbeat  American 
views  on  the  Japanese  have  softened  somewhat  lately.  An( 
Japanese  attitudes  toward  the  U.S.  have  turned  almost  sui 
Why?  There's  no  serious  U.S.-Japan  trade  wrangle.  And  bo 
countries  now  perceive  China  as  a  mutual  threat. 

FROM  A  SURVEY  OF 
1,004  AMERICANS  ANI 
2,325  JAPANESE  ASKE 
TO  RATE  PRESENT 
RELATIONS  BETWEEN 
THE  COUNTRIES 
GOOD  OR  BAD 


JAPANESE  ON  AMERICA 
NEGATIVE  VIEWS 


FOOTNOTES  U.  S.  city  with  the  highest  rate  of  dining  out:  Houston,  4.6  times  per  week;  lowest  rate:  Minneapolis,  3.0  times 
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Introducing 

CFO  Vision 


THE  POWER  TO 

FIGURE  IT  OUT 


EClSIONS  ARE  TOUGHER. 


^E  IS  CRITICAL 


iSOURCES  ARE  LEANER. 


JDTHE  BUCK  STOPS  WITH  YOU 


HYPE  JUST  WONT  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively. .  .and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis.,  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency 

Powerful,  award-winning  data  warehousing, 
OLAP,  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 

at  bw@sas.sas.com 


919.677.8200    Fax  919.677.4444  www.sas.com/vision/ 


SAS  is  a  registered  trademark,  and  CFO  Vision  a  trademark, 
of  SAS  Institute  Inc.  Copyriglit  ©  1996  by  SAS  Institute  Inc 
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THE  GRASS  IS  GREENER 

IN  EASTERN  EUROPE  

Gail  Edmondson's  fantasy  of  Gates's 
heailbiuii  over  j^oor  entreprenem-ial  con- 
ditions in  France,  alluding  to  the  "Polish 
option,"  is  dead  on  ("Once  upon  a  time. 
Bill  Gates  came  to  France...,"  Interna- 
tional Business,  Feb.  10). 

Readers  from  the  Czech  Republic, 
Poland,  and  Hungary  should  understand 
the  potential  competitive  advantage 
their  countries  enjoy.  This  advantage 
might  not  be  obvious  because  so  much 
time  and  effoit  is  being  spent  biinging 
these  countries  and  economies  into  com- 
pliance with  El!  standards — perhaps  ci'e- 
ating  some  of  the  problems  that  Ms. 
Edmondson  is  concerned  with. 

Effort  to  renew  those  economies 
should  look  beyond  simple  imitation  of 
Western  Europe  and  consider  leapfrog- 
ging approaches  that  will  contribute  to 
the  competitiveness  of  all  of  Europe. 

Robert  D.  Manz 
Helmer  &  Associates/ 
Technos  Hungary 
Milton,  Mass. 

THE  AOL  WOLF 

HAD  BETTER  WATCH  OUT  

AOL  and  Steve  Case's  contention  that 
they  weren't  prepared  for  the  response 
the  company  received  to  the  $19.95  plan 
is  much  ado  about  nothing  ("Are  flat 
rates  good  for  business?"  Economics, 
Feb.  10).  They  knew  and  felt  they  could 
play  the  odds. 

AOL,  like  the  wolf  in  Little  Red  Rid- 
ing Hood,  is  preying  on  naive,  fii'st-time 
Net  surfers,  aol  better  watch  out  for 
the  woodsman — in  the  form  of  class  ac- 
tions and  state  attorneys  general. 

Isaac  L.  Espinoza 
Houston 

HORSE  SENSE 

ABOUT  GENERICS  

Let  me  see  if  I  have  this  straight. 
Wyeth-Ayerst  Laboratories  has  devel- 
oped Premai'in,  a  patented  di'ug  for  hu- 
man hormone  replacement,  which  is  a 


cocktail  of  20  horse  homiones  ("Th( 
itics  of  generics,"  Science  &  Technc 
Feb.  3).  The  drug  has  demonsti 
some  positive  and  some  negativ 
fects.  The  long-teiTn  effects  of  the  d 
metabolites  are  not  really  known. 

The  side  effects  of  Premarin 
headache,  bloating,  irritability,  b: 
swelling  and  pain,  uterine  cram 
vaginal  bleeding,  and  depression, 
company  maintains  that  the  public 
be  put  at  risk  because  a  generic 
not  produce  the  same  effects! 

An  informed  public  would  not  cl 
this  treatment,  generic  or  nongene 
Charles  Kn 
Se 

ARE  CREDIT  UNIONS 
CORPORATE  WELFARE  BUMS? 

We  all  have  our  favorite  candid 
for  the  corporate-welfare  hit  list  (' 
end  of  corporate  welfare  as  we 
it?"  News:  Analysis  &  Comment 
Feb.  10).  Conspicuously  absent  f 
yoiu-  article  is  an  industiy  that  last 
took  home  more  than  $800  millio: 
federal  tax  breaks:  the  credit  union 

Credit  unions  do  not  pay  federa 
come  taxes.  Many  credit  unions  v 
hard  to  serve  people  of  small  me 
and,  for  them,  perhaps  the  federal 
break  is  warranted.  A  growing  num 
however,  look  more  like  banks  t 
"nonprofit"  financial  institutions.  M 
bers  of  such  unions  often  share  no 
mon  bond,  such  as  working  in  the  si 
factory.  And  many  of  their  custon 
are  hardly  folks  of  modest  means. 

For  credit  luiions  gi'owing  aggress! 
beyond  the  scope  of  what  a  credit  w 
was  meant  to  be,  what  is  the  purpos 
their  tax  exemption? 

Donald  G.  Ogi 
Executive  Vice-Presic 
American  Bankers  A: 
Washing 

A  DIFFERENT  TAKE 
ON  TAMBRANDS  

Jennifer  Reingold's  report  on  the  r 
fortune  of  Tambrands  gave  interes 
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Introducing  The  Worlds  Most 
Rewarding  Nights  Sleep. 


Hilton  More  Mies  Worldwide 


•  Now 


staying  at  Hilton  is  even  more  rewarding.  Sign  up  for  Hilton  More  Miles  Worldwide'"  by  April  1, 1997 
and  earn  up  to  3,000  more  airline  miles  after  your  fiflh  qualifying  stay  and  up  to  another  3,000  after 
your  tenth  with  your  choice  of  most  major  airline  programs*  That's  on  top  of  the  500  miles  you  earn  for 
every  business  rate  stay  at  any  of  nearly  400  Hilton  hotels  worldwide.  And,  if  you're  a  member  of  Hilton 
HHonors"  Worldwide,  you  can  also  Double  Dip'  to  earn  HHonors  points  for  the  same  qualifying  stay 
No  other  hotel  program  gives  you  more.  Pick  up  a  Hilton  More  Miles  registration  form  at  your  nearest 
participating  hotel.  For  reservations,  call  your  professional  travel  agent.  Or,  for  reservations  and  details 
on  how  to  sign  up  for  More  Miles,  visit  HiltonNet  at  http://wvw.hilton.com  or  call  1-800-HlLTONS. 

•Earnings  amounts  may  vary  with  some  airline  partners.  See  a  Hilton  More  IVliles  Worldwide  registration  forni  for  details.  Hilton  More  Miles  Worldwide  is  sub- 
ject to  normal  mileage-earning  ailes-see  your  airline  program  or  HHonors  Terms  and  Conditions  for  rate  and  other  restrictions.  All  registration  entries  must  be 
received  by  April  1, 1997,  More  IVliles  earnings  apply  to  stays  between  Febmaiy  1  and  December  31 , 1997.  Conrad  International  and  Vista  hotels  also  participate 
in  Hilton  HHonors  and  Hilton  More  Miles  Worldwide,  Membership,  earning  and  redemption  of  points  is  subject  to  HHonors  Ternis  and  Conditions,  ©1997  Hilton  Hotels, 


Hilton 


miles 


Numbers 
are  not  the  only  reason  why  weWe 
the  worlds  most  international 
business  school 

3,600      S1  13 

Participants  per  Year  Nationalities  Public  Programs 

12S    Wfloo  so 

Partner  and  Business  Alumni  Years  of  Learning 

Associate  Companies 


Readers  Repoi^!  i 


l-(ir  ^0  yf.ii'b,  wi-'vi-  Ixt  n  w(irkii\u  wicli  business  Co  devel()|i  pedpk- 
Our  Rail  VCiirlJ.  RtuI  U,n-iiiiif(  pliilosopliy  has  met  :he  test  <it  rime 
and  the  demands  of  some  of  the  best  manat;ed  companies  in  the  world 

Our  programs  are  desi.i^ned  to  eiilianee  leadership  in  every  area  ot 
mana^;ement.  They  help  executives  and  companies  to  find  new  and 
innovative  ways  to  sustain  global  competitiveness. 

(;all  for  your  IMD  Program  Porttoho  today 
Contact  Ms.  Lindquist.  Tel  tl  Jl  filS  (IS  iJ, 
Fax  41  1\  6IS  07  1  ^.  H-mail:  infom  imd  ch 
Visit  our  website:  http  : '/www  imd.tli 
IMD,  International  institute  tor  Management  Development 
2.1  chemin  de  Bellenve.  Dept  BWIJ,  P.O.  Box  91^ 
(^H- 1  01)1  Lausanne.  Switzerland 

Rcil  W  ovUI.  Riiil  lu'tini/i/g 


If  arthritis 
is  just  minor 
aches  and  pains, 
v\rtiy  is  it 
the  numt)er  one 
cause  of  disability 
in  America? 


There's  nothing  minor  about  arthritis.  In  fact,  it's  the  number 
one  cause  of  disability  in  the  United  States.  It  strikes  nearly  40 
million  Americans.  It  attacks  in  more  than  1 00  different  forms. 

Fortunately,  you  can  do  something  about  arthritis.  T'he 
Arthritis  Foundation  has  programs  to  help  you  move  easier  and 
v\/ith  less  pain.  We  also  support  research  for  a  future  free  from 
arthritis. 

If  you  need  more  information,  or  want  to       ^^vour source 
help  people  affected  by  arthritis,  contact  your  local 
Arthritis  Foundation.  To  find  the  office  nearest       ^  ^ 
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parties  a  hearing  ("Time  can't  wa: 
Tambrands,"  The  Coiporation,  Feb 
But  it  failed  to  include  even  one 
ment  from  those  at  the  heart  of 
brands'  slippage:  dissatisfied  custoi 
After  decades  of  selling  the  ; 
product  to  Ameiican  women — obvii 
vdthout  making  much  of  an  investr 
if  any,  in  research  or  pi'oduct  dev 
ment — Tambrands  suddenly  faced 
petition  from  innovative  products 
met  women's  needs.  Tambrands 
sponse  was  not  to  improve  its  pre 
but  to  repackage  its  tampons  into  h 
of  32 — for  v/hich  they  charged  the 
price  as  they  had  charged  for  a  b( 
40.  Millions  of  American  women  de( 
that  was  an  attempt  to  play  loyal 
tomers  for  suckers.  They  wei-e 
enough  to  abandon  Tambrands  fo 
aiTogance  and  lack  of  interest,  let 
understanding,  in  meeting  the  pen 
needs  of  today's  American  women 
Janice  R.  Drumnil 
Arlington  Height -1 
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I  LEAGUE  LOSERS 

al  Cost  of  Sports  and  Who's  Paying  for  It 

k  S.  Rosentraub 

Socks  •  513pp«  $27.50 


\E  PRO  SPORTS 
)NNING  OUR  CITIES? 


,ck  Kent  Cooke  was  getting  des- 
lerate.  Already  spurned  three 
imes  by  various  cities  and  counties 
d  Washington,  D.  C,  Cooke  was 
itly  casting  about  for  a  site  on 

to  build  a  new  football  stadium 
is  Washington  Redskins.  In  the 
f  of  1995,  he  focused  with  renewed 
!ance  upon  suburban  Maiyland. 
part  of  a  campaign  to  secui'e  fund- 
)r  new  roads  around  one  possible 
)n,  Cooke's  deputies  released  a  tor- 
of  documents  claiming  that  the 
would  bring  both  fame  and  eco- 

growth  to  Piince  Georges  Coimty. 
i  stadium  were  built,  they  said, 
ounty  would  be  cited  8.9  billion 

each  year  in  U.  S.  newspapers. 

U.  S.  citizen,  on  average,  would 
about  it  35  times  a  year, 
was  an  absurd  claim — both  iiTele- 
to  economic  gi'owth  and  wildly  ex- 
■ated.  But  it  was  the  type  of  hyper- 
that  sports-team  owners  have 
asingly  used  as  they  have  em- 
3d  on  a  nationwide  construction 
•  during  the  1990s,  uprooting  es- 
;hed  teams  and  demanding  sweet- 
;  deals  from  local  governments, 
comes  a  return  salvo,  in  the  forni 
irk  S.  Rosentraub's  manifesto,  Ma- 
eague  Losers. 

1  urban  policy  professor  at  Indiana 
ersity,  Rosentraub  says  pro  sports 
s  are  hoodwinking  local  govern- 
s  into  handing  over  tens  of  mil- 
of  dollars  to  get  each  new  stadium 
.  He  claims  that  team  owners  in- 
1  the  economic  importance  of  sports, 
restimate  the  cost  of  their  projects, 
play  on  voters'  emotional  ties  to 
■ite  teams.  The  result,  he  says,  are 
ded  agreements  that  have  sm-\ived 
in  a  time  of  govemment  frugality, 
welfare  system  exists  in  this  coimtry 
transfers  hundreds  of  millions  of 
rs  fi'om  taxpayers  to  wealthy  in- 
jrs  and  their  extraordinarily  well- 


paid  employees,"  Rosentraub  writes. 

Major  League  Losers  could  hardly 
an-ive  at  a  more  important  time.  With 
owners  seeking  new  revenues  to  offset 
soaring  player  salaries,  Boston,  Detroit, 
Pittsbiu'gh,  and  San  Francisco  will  all 
likely  see  new  stadiums  built  over  the 
next  decade.  A  key  rationale  for  the 
new  facilities:  All  will  have  luxuiy  suites 
that  rent  foi-  as  much  as  $250,000  a  yeai' 
and  provide  profits  that  owners  usually 
do  not  have  to  share  with  the  leagues. 

Rosentraub's  central  ai'gument  is  that 
pro  sports  teams  are  small  mark  s 
businesses  that  don't  de- 
serve the  subsidies  they 
get.  The  industiy  never  ac- 
counts for  more  than  0.5% 
of  jobs  or  salaries  in  any 
region.  (By  contrast,  in  the 
average  metropolitan  area, 
restaiu'ants  provide  nearly 
7%  of  jobs.)  Its  most  suc- 
cessful teams,  such  as  the 
New  York  Yankees  and 
Dallas  Cowboys,  bring  in 
only  around  $100  miUion  in 
annual  revenue.  The  busi- 
ness does  not  provide  local  ecundinies 
with  any  noticeable  gi'owth,  Rosentraub 
writes.  Yet  Cleveland,  for  example,  is 
spending  about  $1  billion  over  a  25-year 
period  for  three  pro  sports  fi'anchises. 

Why?  Sports  leagues  enjoy  an  almost 
unique  legal  status  that  allows  them  to 
control  the  number  of  teams,  depressing 
supply  and  inflating  demand  among 
cities.  "Just  as  the  oil-producing  nations 
held  the  oil-consuming  nations  hostage 
to  high  prices,"  he  says,  "the  sports 
leagues  and  their  players  are  holding 
cities  and  their  taxpayers  hostage  to- 
day." Here,  the  author  swings  wildly 
for  the  bleachers,  arguing  that  anyone 
with  the  cash  to  start  a  team  should 
be  able  to  do  so.  The  market  for  Major 
League  Baseball  can  support  35  teams 
(or  7  more  than  currently),  he  estimates. 
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while  pro  football  could  absorb  42  (a 
jump  of  12).  Surely,  though,  his  solu- 
tion would  bring  scheduUng  nightmares 
and  a  diluted  talent  pool — and  even 
more  chaos  than  exists  now. 

The  real  answer  is  for  cities  and 
states  to  better  evaluate  the  costs  and 
revenues  that  teams  bring.  Here, 
Rosentraub  shines.  He  notes  that  own- 
ers—along with  the  consultants  they 
hire  and  the  poUticians  they  woo — over- 
estimate teams'  economic  impact,  some- 
times by  as  much  as  tenfold.  They  fail 
to  say  that  most  of  the  money  spent  at 
the  arena  would  still  have  been  spent — 
say,  at  the  movies — had  the  team  not 
existed.  And  they  don't  mention  that 
players  spend  about  haif  of  theii'  salai-ies 
outside  the  region  where  they  play. 

Major  League  Losers  is  an  impor- 
tant, if  flawed,  book.  Its  best  chapters 
should  be  required  reading  for  any- 
body who  lives  in  a  city  that  is  negoti- 
ating to  build  a  new  arena.  It's  also  a 
good  reality  check  for  sports  fans 
whose  enthusiasm  can 
overwhelm  their  good 
sense.  Unfortunately,  many 
readers  will  get  bogged 
down  in  Rosentraub's 
turgid  prose.  With  its 
many  lists  and  rhetorical 
questions — and  dearth  of 
compelling  anecdotes — the 
book  often  reads  like  an 
academic  paper.  And  at 
more  than  500  pages.  Ma- 
jor League  Losers  would 
have  been  improved  by  be- 
ing cut  in  half.  Indeed, 
must  i-eaders  might  do  well  to  concen- 
trate on  the  two  sections  that  critique 
team  owners'  economic  projections  and 
on  one  of  the  five  case  studies  that  oc- 
cupy the  book's  second  half. 

Whatever  its  pi'oblems.  Major  League 
Losers'  central  point  is  certainly  vaUd, 
and  Rosentraub  lays  it  out  better  than 
anybody  else  to  date.  Politicians  and 
voters  may  ultimately  decide  a  fran- 
chise waiTants  the  expenditure  of  big 
bucks.  But  they  should  know  how  many 
milhons  they'll  actually  need  to  spend — 
and  which  numbers,  like  Jack  Kent 
Cooke's  8.9  billion  newspaper  citations, 
are  nothing  more  than  a  figment  of  an 
owner's  imagination. 

BY  DAVID  LEONHARDT 
Leonhardt  is  a  BUSINESS  week  staff 
editor. 
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BOOK  BRIEFS 

BACK  FROM  THE  BRINK 
The  Greenspan  Years 

By  Steven  K.  Beckner 
Wiley  •  452pp  •  $29.95 

FED  SAGA 


Despite  its  profound  influence  over 
the  economy,  the  Federal  Reserve 
has  rarely  been  the  subject  of  a  book 
that  provides  the  public  with  an  under- 
standable, behind-the-scenes  look  at  how 
the  secretive  Fed  really  works.  WiUiam 
Greider's  1987  tome,  Secrets  of  the  Tem- 
ple: How  the  Federal  Reserve  Runs  the 
Country,  has  long  stood  as  the  bench- 
mark, albeit  a  flawed  one  given  Grei- 
der's populist  bias.  While  Secrets  pro- 
vided an  almost  novel-like  read  of 
then-Fed  Chairman  Paul  A.  Volcker's 
unpopular  but  necessary  moves  in  the 
late  '70s  and  early  '80s  to  stave  off 
hyperinflation  by  pushing  the  economy 
into  a  brutal  recession,  Greider's  ac- 
count was  colored  by  his  belief  that  the 
Fed  often  acts  to  protect  the  creditor 
class  to  the  detriment  of  the  worker. 

In  Back  from  the  Brink:  The 
Greenspan  Years,  veteran  Market  News 
Service  reporter  Steven  K.  Beckner 
picks  up  about  where  Greider's  book 
left  off — at  the  beginning  of  the  reign  of 
Alan  Greenspan,  who  succeeded  Volcker 
in  1987.  But  while  Greider  left  other 
authors  the  opportunity  to  provide  an 
evenhanded  and  accessible  explanation 
of  the  Fed's  activities,  Beckner  doesn't 
quite  rise  to  the  challenge. 

Back  from  the  Brink  is  an  exhaus- 
tive— and  sometimes  exhausting — 
account  of  the  Greenspan  yeai'S.  Beckner 
occasionally  tiu-ns  a 
nice  phrase  and 
jjrovides  a  lot  of  de- 
tail that  in  pait  cap- 
tures Greenspan's 
intellect  and  dry 
wit.  (When  a  giiest 
at  a  dinner  party 
asked,  "Where  are 
ill  the  real  people 
Washington?" 
t ;  reenspan  replied 
drolly,  "There  aren  t  any.")  But  the  book 
often  plods  along,  \  ■is^hed  down  by  too 
much  Fedspeak  am  rJccimer's  inclina- 
tion to  quote  seemingj  '  ery  source  he 
interviewed. 

What's  more,  Beckner  c  les  comes 
close  to  deifying  the  Fed  c.  For  ex- 
ample, explaining  the  motiva  belund 
his  book,  he  writes  that  "p<.  ;i'e  de- 
served to  know  just  how  close     '  lie 
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precipice  they  came . . .  and  how  fortu- 
nate they  were  to  have  a  person  of 
Greenspan's  caliber  lunning  U.  S.  mon- 
etary policy." 

Beckner  also  posits  that  the  Greenspan 
years  "have  probably  been  the  most  dif- 
ficult time  to  make  monetary  policy  in 
the  Fed's  83-year  liistory."  Really?  More 
than  duiing  the  Great  Depression,  World 
Wai'  II,  or  even  the  Volcker  era?  Make 
no  mistake,  Greenspan  may  well  be  the 
most  accomplished  economic  forecaster 
of  his  generation.  But  Greenspan  him- 
self might  admit  that  the  Fed's  job  in 
recent  years  has  been  made  easier  by 
powerful  disinflationary  forces  that  have 
lessened  the  need  for  monetary  action:  In 
the  past  five  years,  the  central  bank  has 
only  altered  interest  rates  10  tiiries — and 
all  but  4  of  those  moves  were  quailer- 
point  adjustinents. 

Still,  foi-  readers  willing  to  chop 
tlirough  the  repetition  and  jai'gon,  Beck- 
ner does  a  yeoman's  job  of  clii'onicling 
the  Fed  policy  of  the  past  decade.  Back 
from  the  Brink  shows  how  important  the 
dollar  has  become  in  policymaking,  the 
pressure  recent  U.  S.  Administrations 
have  put  on  the  Fed  to  supply  easy  mon- 
ey, and  how  some  Fed  officials  have  at 
times  appeared  willing  to  induce  a  re- 
cession just  to  waing  out  the  last  bit  of 
inflation.  If  only  Beckner  and  Greider 

could  collaborate  on  a  Fed  book  

BY  DEAN  FOUST 


DOING  IT  FOR  OURSELVES 

Success  Stories  of  African-American  Women 

in  Business 

By  Donna  Ballard 

Berkley  Books  •  150pp  •  $12 

CAREER  GROOVES 

As  BUSINESS  week's  Wall  Street  re- 
porter for  the  past  five  years,  I've 
interviewed  thousands  of  bankers, 
traders,  brokers,  and  analysts.  But  I  can 
recall  only  two  Afiican- American  women 
among  them.  Despite  executives'  stated 
desire  to  make  Wall  Street  look  more 
like  America,  it  still  looks  a  lot  hke 
Gi-eenwich,  Conn. 

Donna  Ballard,  a  foiTner  bond  analyst 
at  Merrill  Lynch  &  Co.,  WTote  Doing  It 
for  Ourselves  to  try  to  change  that.  As 
she  says,  Ballard  believes  that  if  young 
black  women  knew  more  about  col-eel's  in 
finance,  they  would  seek  them  out.  She 
set  out  to  introduce  readers  to  successftil 
black  women,  explain  how  they  landed 
then-  jobs,  and  describe  then-  work. 

Ballard  partially  succeeds.  She  has 
compiled  two  dozen  upbeat  interviews 
with  the  Street's  hanclful  of  black  women 


Success  Stories 
of  African-American 
Women 
in  Business 


and  others  from  publisliing,  fashii 
entertainment.  A  few  are  acconi 
veterans,  while  some  are  twent 
thirtysomethings  whose  careei' 
must  be  taken  with  a  grain  of  sa 
Yet  all  provide  inspiring  exan 
perseverance.  Take  Benita  Pierc 
rose  from 
bonds  at  a 
York  bank  ti 
ing  her  own 
secmities  fii'i 
describes  ho\ 
ing  an  appi  i 
ship  at  the 
she   first  ei 
tered  and  felt 
to  the  adri' 
rush  of  the  t 
floor.  In  time,  Pierce  talked  her  w 
of  being  made  a  clerk  and  into  gi  t 
phone,  a  desk,  and  a  few  accounts, 
launched  her  sales  career. 

Another  subject  is  Karen  Gibi>. 
anchor  at  cnbc  who  covers  mone\-r 
kets.  Her  childhood  cuiiosity  aboui 
and  how  prices  change  led  in  tini 
major  in  economics  at  Rooseveli 
versity.  "I  love  money — always 
she  says.  For  her  fii'st  job  as  ; 
time  board  mai'ker  at  the  Chicagi  i 
of  Trade  in  1976,  she  walked  a  r, 
above  the  trading  floor  to  chalk  i 
changes  on  a  blackboard.  Next  i 
stint  at  Dean  Witter  Reynolds  Im- 
commodities  analyst. 

One  of  the  most  impressive  stui 
that  of  Toni  Banks,  a  56-year-old  t:  - 
mother  who  works  for  business  w 
pai'ent.  The  McGraw-Hill  Compani' 
ter  dropping  out  of  high  school  i 
nth  grade,  her  love  of  books  l 
jobs  in  several  New  York  book 
Over  time,  she  worked  her  way  u]  > 
a  job  as  switchboai-d  operator  at  tin 
Graw-Hill  Bookstore  to  that  of  a 
count  executive  selling  textbooks. 

Ballard  does  a  good  job  of  slm 
readers  a  snippet  of  women's  \\\> 
places  fi'om  J.  P.  Morgan  &  Co.  to  M 
Lynch  to  the  Teachers  Insurance  \ 
ity  Assn.,  a  large  pension  fimd.  SL. 
vides  a  close-up  view  of  the  hectii 
affluence,  and  sacrifice  of  the  fast  i 
But  Ballard  misuses  words  and  cini 
too  much  finance  jargon,  such  as  ' 
income"  and  "hedge  ftmds."  A  tw  i '  | 
double-spaced  glossary  provides  \  . 
readers  with  little  help.  Nor  doi- 
author  probe  enough.  Only  a  few  w  < 
satisfactorily  explain  what  they  ai  'i 
do  or  how  they  really  got  theii-  juli- 
the  same,  the  book  should  give  y 
black  women  a  few  contacts  ami  - 
much-needed  encouragement. 

BY  LEAH  NATHANS  Sir 
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BASELINE  and  others. 

It's  no  wonder  E*TRADE  was  named  Best  Cyberspace 
Broker  by  Money  magazine,  a  finalist  in  PC  Compi(ti)igs 
Most  Valuable  Product  Awards  for  1996,  and  "The  Leader" 

in  internet  trading  by  the  San  Francisco  Chronicle  (1 1/26). 
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E,*TRADE  is  the  smaner  way  to  invest. 
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Monkey 
on  your 
back  #47: 
How  to^et 
startedon 
Windows  NT^ 
with  a  company 
tiiat's  not  just 
getting  started 
on  Windows  NT. 


WHATEVER  IT  TAKES 


Sure,  there  are  many  companies  that  are 
dabbling  in  Windozvs  NT  noioadays. 
But  wouldn't  you  rather  make  the  move 
with  the  one  company  that's  been  close 
to  Windozvs  NT  since  its  inception? 
Digital.  Our  alliance  with  Microsoft' 
is  backed  by  a  relationship  that's  over 
a  decade  long.  And  nv  have  more  than 
three  years'  real-xvorld  experience  in 
Windozvs  NT,  with  proven  hardzvare- 
and-services  solutions  up  and  running 
globally.  We  also  have  more  trained 
and  certified  Windozvs  NT  experts  zvorld- 
zvide  than  any  other  Microsoft  partner 
Even  more  than  Microsoft  itself. 
And  while  Digital  currently  offers 
the  industry's  most  extensive  line  of 
Windozvs  NT  hardzvare  products,  ive're 
already  leading  the  ivay  in  64-bit 
computing,  for  the  next  generation  of 
Windozvs  NT.  All  of  zvliich  just  goes 
to  sliozv  that  zve'll  not 
only  get  you  started  on 
Windozvs  NT,  zve'll  keep 
you  going.  For  more  infor- 
mation, call  l-SOO-DICTTAL,  or  visit  our 
Web  site  at  zvzvzv.alUance.digital.com. 

'?>  Digital  Equipment  Corporation,  1997  Diaital  anri 
the  Digital  logo  are  trademarks  and  Whatever  ^  fjkes  ?s  a 
and"  WinT'  ^""'P^''"'  Corporation  Micro  of 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

A  MORE 
ANIMATED  WEB 


Multimedia  is  getting 
souped  up  as 
technical  wizards 
break  data  barriers 


If  you  can't  raise  the 
bi'idge,  the  old  saying 
goes,  lower  the  river.  The 
Intei'net  is  far  too  slow  for 
the  sort  of  multimedia  con- 
tent that  World  Wide  Web 
sites  want  to  create  and  that 
consumers  seem  to  enjoy. 
And  the  realization  has 
dawned  on  Web  developers 
that  nifty  technologies,  such 
as  cable  modems  anc 
high-speed  digital  phone 
lines,  won't  be  widely 
available  for  sever- 
al years. 

So,   to  provide 
rich  content  at  a  ' 
reasonable  speed,  '  ^ 
the  Internet  industry 
is  tinkering  here  and 
thei'e  to  soup  up  the 
Web,  even  though  few 
consumers  can  connect 
speeds  faster  than  28.8  (or 
soon,  56)  kilobits  per  second. 
It  turns  out  that  the  potential 
for  iinprovement  is  pretty 
dramatic. 

THE  RIGHT  TOOLS.  One  rea- 
son the  Web  performs  so 
poorly  is  that  it  has  grown 
so  fast.  It  was  only  about  a 
year  ago  that  designers  real- 
ized they  could  put  fancy 
graphics,  animation,  and 
sound  on  their  Web  pages. 
But  to  do  that,  they  turned 
to  tools  designed  foi'  other 
jobs,  not  optimized  for  the 
demands  of  the  Web. 

Consider  Macromedia's  Di- 
rector, a  high-powered  pack- 
age that's  something  of  a 
standard  for  the  production 
of  CD-ROMS.  Web  designers 
wanted  to  use  Diri  ctor  to 


add  multimedia  action  to 
their  pages,  and  Macromedia 
obliged  with  Shockwave,  a 
software  player  for  browsers. 
Shockwave  revolutionized 
Web  content.  You  can  see 
samples  of  Shockwave 
"movies"  at  vrnw-macromedia. 
com.  If  you're  using  Microsoft 
Intemet  Explorer,  Shockwave 
(and  other  players)  will  in- 
stall automatically.  Netscape 
Navigator  users  will  have  to 
download  the  player  by  fol- 


of  images,  FutureSplash 
sends  the  instructions  to 
recreate  the  images.  And 
these  graphics  files  are  much 
smaller.  One  drawback,  how- 
ever, is  that  the  quality  isn't 
quite  as  good  as  the  best  that 
Director  can  do.  And  at  least 
for  now,  FutureSplash,  which 
has  been  acquii'ed  by  Macro- 
media and  renamed  Flash, 
can't  add  a  soundtrack  to  the 
images.  But  the  increase  in 
speed  is  impressive.  You  can 
try  out  Flash  at  www. 
futurewave.com. 
CHILDREN'S  BOOKS.  Nanative 
Communications  has  a  differ- 
ent idea.  Its  system,  called 
Enliven,  takes  a  Director 
movie  and  breaks  it  into  com- 
ponents that  can  be  down- 
loaded as  needed  by  a  Win- 
dows 95  machine.  Instead  of 
waiting  for  an  entii'e  movie  to 
dowTiload,  at  the  pace  of  about 
10  minutes  per  Mb  on  a  28.8 
kbps  modem,  the  ac- 
tion starts  in 
about  a  minute. 

In  theory,  it's 
possible  to  send 
an  entire  multi- 
media CD-ROM  over 
the  Web  this  way, 
]jerhaps  on  a  pay- 
])er-view  basis.  Al- 
I'eady,  Living  Books 
(www.livingbooks.com) 
' pT    is  using  Enliven  to  pro- 
vide demos  of  some  of  its 
popular  children's  CD  titles. 


ing  quality  video  over 
Net  is  a  daunting  task, 
sci'een,  broadcast-grade 
needs  between  2  Mb  a 
Mb  per  second  of  data, 
ing  any  sort  of  video 
requii'es  compromises  in 
the  size  of  the  image  anc 
number  of  fi'ames  per  se( 
which  deteiTnines  the  sm( 
ness  of  motion.  The  bi 
cast  standard  is  30  fram( 
North  America,  25  in  mo 
the  rest  of  the  world. 

Live  video  won't  t( 
that  standard  soon,  bu 
least  you  can  now  see 
the  Internet.  The  trick 
to  cram  more  data  thn 
the  wires.  For  example, 
gi'essive  Networks'  new 
Video  service  can  mo\ 
160-pixel-by- 120-pixel  im 
about  2!4  inches  by  VA  in 
on  a  typical  monitor, 
frames  to  10  frames  per 
ond  at  28.8.  You  can  dc 
load  a  test  version  of 
RealVideo  player  for  \ 
dows  95  or  the  Macint 
from  www.realaudio.c 
Even  with  a  56  kbps  mod 
a  basketball  game  would 
hopeless  blur,  though  m 
videos — or  a  business  vi( 
conference — look  pretty  g 
Meanwhile,  WebTV  Netwc 
has  developed  a  technol 
called  VideoFlash  that  it 
will,  when  released  later 
year,  allow  Sony  and  IV 
navox  WebTV  browsers  to 


The  Enliven  system  takes  video 
and  breaks  it  into  small  components,  so  a  Windows  9 
machine  can  deliver  it  to  you  in  about  one  minute 


lowing  the  on-screen  instinc- 
tions.  In  either  case,  these 
Director  movies,  as  the  ani- 
mations are  called,  can  quick- 
ly nm  to  a  megabyte  or  more 
and  can  take  forever  to 
download. 

ProgTammers  at  a  compa- 
ny called  FutureWave  Soft- 
ware figur-ed  out  a  way  to  do 
many  of  Director's  tricks  in 
much  shorter  transmission 
time.  The  secret  is  that  in- 
stead of  sending  bulky  copies 


including  Arthurs  Birthday 
and  Green  Eggs  and  Ham. 
Another  possibility,  for  bet- 
ter or  worse,  is  much  more 
compelling  Web  advertising 
that  includes  sound  and  ani- 
mation. Check  out  the 
demonstration  Netscape  ad 
at  www.naiTative.com. 

Sound  is  nice,  and  anima- 
tions are  cool,  but  the  ulti- 
mate goal  of  the  folks  creat- 
ing Web  content  is  to  be  able 
to  include  live  video.  Send- 


ceive  live  quarter-scr 
video  over  28.8  kbps  mode 
VideoFlash  apparently  re 
on  a  proprietary  scheme 
compress  data. 

The  full  potential  of 
Web,  especially  for  entert; 
ment,  won't  be  realized 
networks  get  dramatics 
faster.  But  the  multimedia 
perience  is  getting  a  lot  1: 
ter  as  the  technical  wiza 
learn  to  find  a  little  mi 
room  under  that  low  bridj 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Who's  developing 

new  therapies 


to  make 


organ 
transplants 

■more        -  ^ 

successful? 


sfOVARTIS 


The  world's  leading  Life  Sciences  company. 
Formed  by  the  merger  of  Ciba  and  Sandoz. 


Economic  Viewpoint? 


BY  ROBERT  KUTTNER 


A  TINY  TAX  MIGHT  CURB 

WALL  STREErS  HIGH  VOLATILITY 


COLD  WATER 

Nobel  laureate 
Tobin's 
proposal: 
Put  a  0.2%  levy 
on  financial 
transactions 
to  calm 
euphoric 
markets-and 
raise  billions 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


Several  weeks  ago,  Federal  Reserve 
Chairman  Alan  Greenspan,  choosing  his 
words  veiy  carefully,  warned  that  the 
stock  market  was  becoming  a  bubble.  The 
market  lurched,  recovered,  and  kept  climbing. 
Wall  Street  decided — correctly,  it  seems — 
that  Greenspan  was  not  so  woiried  that  he 
might  raise  interest  rates  merely  to  spite  the 
stock  runup.  But  Greenspan  had  a  point. 
Stock  prices  are  now  higher,  relative  to  actu- 
al and  anticipated  earnings,  than  at  any  time 
since  the  1920s. 

Chairman  Greenspan  speaks  out  on  policy 
issues  more  than  most  of  his  predecessors 
did.  He  has,  for  example,  urged  Congi'ess  to 
deflate  the  consumer  price  index,  and  he 
strongly  supports  fiscal  discipHne.  If 
Greenspan  tnily  wishes  to  temper  the  "iiTa- 
tional  exuberance"  of  financial  markets,  how- 
ever, he  would  do  well  to  express  himself  on 
two  other  policy  ideas — one  of  which  is  now 
on  the  fast  track  to  bipartisan  approval,  the 
other  of  which  is  anathema  to  Wall  Street 
and  most  legislators  but  dear  to  many  econo- 
mists. I  refer  to  a  capital-gains  tax  cut  and 
also  to  the  idea  of  a  small  tax  on  financial 
transactions. 

Cutting  the  capital-gains  tax  is  suddenly 
back  in  fashion.  During  the  1996  campaign. 
President  Chnton  tried  to  head  off  a  general 
capital-gains  tax  cut  by  supporting  capital- 
gains  relief  for  homeowners  and  tax  credits 
for  families  with  children  instead.  But  be- 
cause of  RepubHcan  prodding.  Congress  may 
well  enact  a  general  capital-gains  cut,  with 
Democrats  clambering  on  board  to  shai'e  the 
credit. 

NARROW  SLICE.  This  is  a  bad  idea  on  three 
grounds.  First,  any  stock  market  that  has 
doubled  in  four  years  and  cjuadrupled  in  a 
decade  does  not  need  additional  stimulus. 
The  danger  facing  Wall  Street  today  is  fur- 
ther euphoria,  not  insufficient  reward  for  in- 
vestors. Second,  since  wealth  is  far  more 
highly  concentrated  than  income,  a  capital- 
gains  cut  would  bestow  tax  relief  on  a  nar- 
row slice  of  Americans:  the  very  rich.  More 
than  40%  of  stocks  are  held  by  the  richest 
1%  of  people.  Capital  gains  in  the  more 
broadly  distributed  forms  of  shareholding, 
such  as  pension  plans  and  life  insurance  poli- 
cies, are  already  tax-exempt. 

What's  more,  general  capital-gains  relief 
would  widen  the  budget  deficit.  This,  in  turn, 
would  increase  pressure  to  cut  government 


outlays  that  benefit  lower-income  people 
wider  deficits  would  raise  the  risk  of  \ 
interest  rates.  In  an  era  of  low  inflatio; 
booming  stock  prices,  general  capital- 
relief  is  simply  gTatuitous.  If  we  cut  cj 
gains  taxes  at  all,  relief  should  be  limit 
investments  held  for  very  long  periods, 

If  anything,  we  need  to  use  tax  poli 
damp  down  the  volatihty  and  euphoria 
nancial  markets.  One  sensible  remedy, 
proposed  more  than  two  decades  ago  b 
Nobel  lam-eate  James  Tobin,  is  to  levy  a 
tax  on  foreign  exchange  transactions 
idea,  recently  resuiTected  in  a  collection 
pers  (The  Tobin  Tax:  Coping  with  Fina 
Volatility,  edited  by  Mahbub  ul  Haq, 
Kaul,  and  Isabelle  Grunberg,  Oxfoixl  Ui 
sity  Pi'ess),  is  that  a  tiny  tax,  say  0.2%,  ^ 
be  a  trivial  burden  on  genuine  investr 
but  a  useful  deterrent  to  transactions 
were  mainly  speculative. 
TEMPER  THE  SWINGS.  A  Tobin  tax  mig 
levied  on  all  financial  transactions,  bi 
logic  apphes  with  special  force  to  the  j 
foreign  exchange  market,  which  now 
$1.3  trillion  a  day — but  which  is  a  zer( 
game.  (That  is,  one  trader's  gain  is  al 
matched  by  another's  loss.)  As  Professo 
bin  observes:  "A  0.2%  tax  on  a  round 
to  another  cmrency  costs  48%  a  yeai"  if  t 
acted  every  business  day." 

Applied  to  international  currency  tra 
tions,  a  Tobin  tax  would  temper  the  swan 
foreign  exchange  markets  and  lead  to 
stable  exchange  rates.  Levied  on  internja 
al  portfolio  investment,  it  would  cool  the  | 
lem  of  hot  money  and  reward  investmeri 
the  long  haul,  wliich  is  surely  what  emeiii 
economies  need  from  global  capital  mar?! 
To  work,  a  Tobin  tax  would  requii-e  inci  (  • 
convergence  and  coordination  in  the  t; 
and  regulatoiy  policies  of  the  major  nati( 
worthwhile  objective  in  itself. 

Besides  punishing  pure  speculation 
Tobin  tax  would  also  raise  a  lot  of  mont  ^ 
a  time  when  legislators  want  to  rt^ 
deficits  but  are  tempted  to  open  up  new 
holes.  Even  a  tax  of  0.2%-  would  gvm 
several  tens  of  billions  of  dollars  a  yt 
more  than  enough  to  finance  a  cut  in  ca| 
gains  rates  on  very  long-term  invest  n 
It's  a  perfect  trade:  Limit  capital-gains  i 
to  long-lived  investments,  and  raise  ta>.i 
pure  financial  speculation.  Over  to  you,  < 
man  Greenspan. 
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We  Can  Help  You  Rvxn  Your  Empire. 
(All  1900  Square  Feet  Of  It.)  If  you  have  your 


own  business,  you  should  have  a  MasterCard  BusinessCard! 

MasterCard. 

BusinessCard 

It's  accepted  at  three  times  as  many  places    542^  345^  is'^q  J 

0000       s:  u/s*  n 

SAXBr  Cl.JStft 
flfj»f  I  E5  WHfflS,  mt 

as  the  American  Express'  Corporate  Card,  to  meet  more  of 

your  business  needs.  Plus,  you'll  get 


primary  car  rental  insurance  and 


medical  coverage  with  a  MasterCard 


BusinessCard.  (Amex  wont  give  you  that.) 


But  the  best  part  is,  when  your  bill  comes,  you  decide  how  much  of 


it  you're  going  to  pay  off  that  month.  Hey,  you're  the  boss. 


For  more  inforinatioit,  call  MasterCard  Iiiienialioiial  at  1-800-72  /-882j  or  visit  us  at  littp://u'un'.iiiastercard.LOiu. 
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Economic  Trends 


BY  GENE  KORETZ 

WHO'S  AFRAID  OF 
CREDIT  CARDS? 

Debunking  the  dangers  of  plastic 

Is  there  a  growing  risk  that  the  dou- 
ble-digit surge  in  credit-card  debt 
since  mid-1994  will  trigger  a  consumer- 
debt  ci'isis  that  will  end  the  current 
cyclical  expansion?  Some  experts,  point- 
ing to  the  aggi'essive  mai'keting  of  cred- 
it cards  in  recent  years,  the  relatively 
high  delinquency  rates  on  credit  cards, 
and  the  siu'ge  in  personal  bankiiiptcies, 
are  convinced  there  is. 

Economist  Robert  E.  Mellman  of 
Morgan  Guai'anty  Trust  Co.,  however,  is 

TRACKING  THE  GROWTH 
IN  CREDIT-CARD  DEBT 
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DATA.  FEDERAL  RESERVE  BOARD  SURVEY  OF  CONSUMER  FINANCES 

skeptical.  For  one  thing,  he  notes  that 
credit-card  debt  is  less  than  4%  of 
household  liabilities.  Even  factoring  in 
home  mortgages  and  other  fonns  of  bor- 
rowing, total  consumer  debt  has  actual- 
ly been  rising  lately  at  7%  a  year,  com- 
pared with  11%  in  the  upturn  of  the 
1980s.  And  that  has  happened  while  the 
buoyant  stock  market  has  bolstered  the 
asset  side  of  consumer  balance  sheets. 

Corroborating  evidence  comes  ft'om 
the  newly  released  results  of  the  Fed- 
eral Reserve's  latest  (1995)  survey  of 
consumei'  finances.  It  indicates  that  the 
ratio  of  total  household  debt  to  house- 
hold financial  assets  has  decUned — from 
53.4%  in  1992,  the  year  of  the  previous 
survey,  to  46.9%  in  1995. 

Furthemiore,  the  survey  shows  that 
the  median  unpaid  creflit-card  debt  of  all 
families  with  such  debt  rose  by  only 
$400  (in  1995  dollars)  fi-om  1992  to  1995. 
Assuming  an  average  15%^  interest  rate 
on  these  balances,  Mellman  calculates 
that  the  rise  in  the  avei  age  monthly 
interest  payment  over  those  thi'ee  yeai's 
comes  to  just  $5  a  month — "hardy  the 
making  of  a  financial  crisis." 

More  important,  the  biggest  increase 


in  credit-card  borrowing  was  posted 
among  families  in  the  $50,000  to 
$100,000  income  class,  where  the  jjortion 
of  those  with  such  debt  rose  by  11.5 
percentage  points — from  51.3%  in  1992 
to  62.8%  in  1995.  That  compai-es  with  in- 
creases of  only  a  percentage  point  or 
two  among  families  with  incomes  below 
$50,000  (chart).  In  other  words,  card  is- 
suers seem  to  have  mainly  courted 
those  families  with  the  wherewithal  to 
repay  theu-  balances.  "Issuance  of  gi'eat- 
ly  increased  credit  to  high-risk  card- 
holders appears  to  have  been  the  ex- 
ception and  not  the  lule,"  Mellman  says. 

To  be  sure,  the  Fed  survey  was  con- 
ducted in  1995  and  thei'e  has  been  been 
a  further  rise  in  household  debt  levels 
and  credit  problems  since  then.  But 
Mellman  notes  that  credit-card  compa- 
nies have  also  become  a  lot  less  ag- 
gressive in  recent  months  and  that  ci'ed- 
it-card  debt  gi'owth  has  slowed.  "That 
points  to  an  easing  of  debt  problems 
before  too  long,"  he  says. 


DOING  A  SNOW 
JOB  ON  THE  DATA 

The  '96  blizzard  skews  readings 

Is  the  economy  picking  up  speed? 
Judging  from  January's  reported 
surges  in  employment  and  auto  sales, 
the  answer  appears  to  be  yes.  Ti-ouble 
is,  seasonal  adjustments  dming  the  win- 
ter months  can  have  an  exaggerated  ef- 
fect on  the  raw  data — particularly  when 
the  adjustments  reflect  highly  abnormal 
weather  in  the  previous  year. 

Thus,  it  could  well  be  that  the  bliz- 
zard of  January,  1996,  is  causing  this 
year's  seasonal  adjustments  to  inflate 
some  recent  statistics.  For  example, 
economist  David  H.  Resler  of  Nomura 

Securities  Interna-  "m*™™""  niiwuMiiiiri 

tional  Inc.  calcu-        A  DUBIOUS 
lates  that  if  this  ADJUSTMENT? 
January's      raw       domestic  car  sales 
payroll  data  were 
adjusted  by  last 
year's  seasonals,  i36 
job  gains  would 
have   been  only 
169,000  instead  of 
271,000. 

Similarly,  econ- 
omist Peter  D'An- 
tonio  of  Citibank 
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notes    that  last 
year's  seasonals 
give  an  entirely 
different  picture  of  the  recent  trend  in 
auto  sales  than  the  new  seasonals 


(chart).  To  him,  this  suggests  Jam 
reported  sales  rebound  "may  be 
smoke  and  mirrors  than  an  acc 
reading  of  the  motor-vehicle  mark 


UPPING  THE  ANT 
IN  TENDER  OFFE 

Outsider  boards  win  bigger  bidi 


Students  of  corporate  goverr 
have  long  argued  that  indepeil 
du-ectors  are  more  likely  to  keep  aj 
pany  up  to  snuff  than  board  mer 
who  are  insiders.  In  a  forthcoming 
in  the  Journal  of  Fhmncial  Econoi 
James  F.  Cotter  of  the  Universi 
Iowa,  Anil  Shivdasani  of  Michigan 
University,  and  Mai'c  Zenner  of  the 
versity  of  North  Carolina  find  that 
side  directors  often  enhance  shareh 
wealth  in  another  way:  by  extra 
higher  bids  ft-om  potential  purchi 
during  takeover  attempts. 

The  thi-ee  researchers  analyzed 
takeover  attempts  in  the  U.  S. 
1989  to  1992,  comparing  the  resul 
bids  for  companies  where  indepen 
outside  directors  were  in  a  maj( 
with  those  whose  boards  had  a  pre 
derance  of  insiders.  They  found  th£ 
dependent  boards  were  more  like 
resist  an  initial  tender  offer  than 
independent  boards.  And  offers  res; 
by  independent  boards  were  sWg 
more  likely  to  succeed  in  the  end 
were  offers  resisted  by  insider  boa 
But  these  differences  were  relati 
small,  and  they  paled  beside  the  s 
contrast  in  the  gains  reaped  by  si 
holders  of  target  companies.  From 
inception  of  an  offer  to  its  resolu 
the  returns  to  such  shareholders- 
is,  the  appreciation  in  the  value  of  l 
stock  holdings — averaged  62.3%  v 
the  target  companies  had  indepen 
boards,  compared  with  40.9%  when 
had  insider  boards. 

Why  the  disparity?  Indepen( 
boards  were  far  tougher  negotia 
than  insider  boards  and  made  good 
of  poison  pills  as  bargaining  tools, 
revisions  in  initial  bids  they  sect 
from  suitors  were  twice  as  larg( 
those  won  by  nonindependent  boar 
As  for  the  big  losers,  not  surpris 
ly  they  turned  out  to  be  the  share! 
ers  of  acquiring  companies.  Over 
duration  of  the  takeover  contests  s 
ied,  their  shares  plunged  by  an  a 
age  18.7%'  when  the  company  b( 
wooed  had  an  independent  board,  c 
pared  with  a  dip  of  just  1.2%  when 
board  was  dominated  by  insiders. 
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t  how  long  can  strong  growth  with  low  inflation  last? 
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Nirvana  continues,  and  Wall 
Street  loves  it.  From  all  out- 
1  signs,  the  economy  is  beginning  1997  right  where 
left  off:  an  investor's  paradise  of  healthy  growth, 
ig  profits,  low  inflation,  and  an  idle  Federal  Re- 
e.  That's  why  the  Dow  Jones  industrial  average 
id  its  way  past  the  7,000  mark  on  Feb.  13.  And  if 
expect  this  blissful  combination  to  last,  then  you're 
>ably  part  of  the  group  chanting,  "10,000  by  2000." 

The  January  data  certainly 
fit  the  scenario.  A  slowdown  in 
industrial  production  and  ris- 
ing retail  sales  suggest  con- 
tinued— but  cooler — economic 
growth  compared  with  the 
scorching  4.7%  pace  in  the 
fourth  quarter.  Corporate 
earnings  last  quarter  were 
surprisingly  strong  (page  92), 
and  analysts  are  upping  their 
1997  projections.  Meanwhile, 
1  wholesale  and  retail  inflation  remain  notably  be- 
.  (chart). 

iven  this  kind  of  performance,  the  Fed  has  no  rea- 
to  hike  interest  rates  and  every  reason  to  hold 
ly  steady.  That's  why  Wall  Street  keeps  charging 
id.  Low  interest  rates  and  healthy  profits  are  the 
1  justifications  for  stock  prices  at  these  levels,  at 
t  based  on  traditional  methods  of  market  valua- 
.  Higher  interest  rates  would  undercut  stock  values 
naking  fixed-income  secmities  more  attractive  and 
,hreatening  future  profits. 

irS  WHY  THE  DATA  in  coming  months  will  be  es- 
ally  important  for  the  Fed — and  investors.  Despite 
latest  numbers,  there  is  still  no  clear  sign  that 
economy  has  cooled  down  enough  to  eliminate  to- 
r  the  concerns  about  future  inflation  and  a  possible 
^mptive  strike  against  it  by  the  Fed.  Those  fears 
ut  the  outlook  are  especially  valid  amid  today's 
t  labor  markets  and  accelerating  wage  growth, 
irst-quaiter  growth  is  set  to  slow,  mostly  because  of 
expected  widening  in  the  trade  deficit,  a  reversal 
ti  last  quarter's  sharp  narrovring  that  was  due  main- 
;o  seasonal  quirks.  The  December  trade  deficit 
iped  to  $10.2  billion,  after  shrinking  to  about  $8 
on  in  both  October  and  November, 
■ut  consumei-s  will  be  the  key  sector  to  watch.  Fore- 


SHOPPERS  LOOSEN 
THEIR  PURSE  STRINGS 
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casts  of  a  cooler  economy  this  year  are  predicated  on 
slower  consumer  spending.  However,  the  cuiTent  com- 
bination of  strong  labor  markets,  faster  wage  growth, 
high  consumer  optimism,  and  rising  household  wealth 
means  that  consumer  fundamentals  support  spending 
more  than  at  any  time  in  this  six-year  expansion. 

The  surge  in  stock  values 
itself  is  fueling  consumer 
spending.  Although  economists 
believe  that  the  wealth  effect 
on  spending  from  rising  asset 
values  is  small,  equity  values 
have  risen  by  so  much  that 
the  total  impact  undoubtedly 
has  been  significant.  The  pro- 
portion of  households  owning 
stock  thi-ough  any  means  rose 
from  32%  in  1989  to  37%  in 
1992  to  41%  in  1995,  according  to  the  Fed's  latest  Sui-- 
vey  of  Consumer  Finances.  That  percentage  has  obvi- 
ously risen  further  in  1997.  Moreover,  says  the  Fed,  all 
income  and  age  groups  saw  a  "substantial"  rise  in 
stocks  as  a  share  of  financial  assets,  with  share  owner- 
ship doubling,  from  10%  to  21%,  for  families  of  in- 
comes less  than  $25,000. 

The  latest  numbers  show  that  January  retail  sales 
rose  a  healthy  0.6%  from  December,  and  they  have 
already  grown  at  an  annual  rate  of  2.9%  from  the 
fourth  quarter  (chart).  January  unit  sales  of  cars  and 
light  trucks  were  surprisingly  strong,  putting  them 
well  above  the  fomth-quarter  level.  Department  stores 
also  did  extremely  well,  with  sales  rising  a  strong  1.3% 
in  January  on  top  of  December's  0.8%  advance.  And 
weekly  surveys  suggest  strong  February  buying. 

UNLESS  CONSUMERS  LET  UP-and  that  looks  un 

likely — the  factory  sector's  momentum  will  continue  to 
build.  It  didn't  look  that  way  in  January,  as  industrial 
production  failed  to  grow  from  December,  and  as  ca- 
pacity use  edged  lower,  to  83.3%  from  83.5%  in  De- 
cember. But  the  January  output  numbers  were  skewed 
by  the  same  bad  weather  that  depressed  the  hours- 
worked  data  in  the  month's  labor-market  report.  The 
Fed  uses  the  Labor  Dept.'s  data  on  hours  worked  for 
many  of  its  production  estimates. 

The  production  data  most  likely  rebounded  in  Feb- 
ruary. Even  though  January  output  was  flat,  production 
started  the  first  quarter  at  an  annual  rate  of  2.4% 
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above  the  fourth  quarter.  Autos  are  supplying  an  im- 
portant boost:  Output  rose  sharply  in  January  and  is 
scheduled  to  stay  strong  for  the  rest  of  the  quarter. 

A  key  support  for  production  this  quarter  is  lean  in- 
ventories (chart).  Stock  levels  at  factories,  wholesalers, 
and  retailers  fell  0.1%  in  December.  Sales  sKpped  by  the 
same  amount,  but  during  the  second  half  of  last  year, 
sales  grew  twice  as  fast  as  inventories,  cutting  the  ra- 
tio of  stock  levels  to  sales  to  a  record-low  1.39.  The 
Commerce  Dept.  will  Hkely  revise  fourth-quarter  in- 
ventoiy  growth  downward,  better  enabling  fo'st-quarter 
output  to  grow  in  line  with  demand. 

AS  THE  FOURTH  QUARTER  SHOWS,  a  sti  •ong  econ- 
omy means  buoyant  profits.  According  to  business 
week's  tally,  aftertax  earnings,  excluding  extraordi- 
nary items,  rose  33%  last  quarter  from  a  year  ago, 
with  a  sales  increase  of  11%.  In  fact,  profits  were  so 
surprisingly  strong  that  several  large  securities  fii-ms, 
including  Merrill  Lynch  &  Co.  and  Salomon  Brothers 
Inc.,  are  raising  their  1997  earnings  projections. 

Still,  forecasts  for  growth  in  eamings  of  the  compa- 
nies in  the  Standard  &  Poor's  500-stock  index  cluster 
around  6%,  according  to  Zack's  Investment  Research. 
That's  down  from  the  double-digit  pace  of  the  past 
five  years.  Will  such  a  slowdown,  if  it  occurs,  justify  to- 
day's soaring  equity  prices? 

That  question  becomes  even  more  important  if  the 


FRANCE 


SALES  ARE  OUTPACINl 
INVENTORY  GROWTH 


Fed  feels  compelled  to  lift  interest  rates.  Of  course, ; 
en  inflation's  conduct  of  late,  a  rate  hike  is  hard 
justify.  The  producer  price  index  for  finished  gc 
fell  0.3%  in  January,  and  excluding  energy  and  food,] 
core  index  was  unchanged.  Annual  core  wholesale 
flation  has  slowed  to  0.6%,  from  2.2%  a  year  ago. 
consumer  price  index  increased  by  a  modest  0.1' 
January,  with  the  core  index  also  up  only  0.1%. 
consumer  inflation  shpped  to  2.5%,  a  23-year  low. 

Moderation  in  both  food  and 
energy  prices  was  the  key  fea- 
ture of  the  January  price  per- 
foiTnances,  as  the  1996  runup 
in  both  sectors  appeal's  to  have 
mn  its  com'se.  Wholesale  food 
prices  dropped  1%.  in  Januaiy 
ft'om  December,  and  ciude  oil 
prices  have  declined  by  about 
$4  per  baiTel  since  the  begin- 
ning of  the  year.  While  that's 
good  news  for  inflation,  it  will 
also  free  up  additional  buying  power  for  consumers. 

Nirvana  will  continue  only  as  long  as  the  econc 
shows  it  can  grow  strongly  without  genei'ating  hig 
inflation,  because  that's  the  recipe  for  good  profits 
low  interest  rates.  But  if  business-cycle  history  is  I 
guide,  that  delicate  balance  will  be  difficult  to  mainlj 
as  this  mature  expansion  heads  into  its  seventh  yel 
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A  BACKDOOR  BOOST  TO  THE  ECONOMY 


After  last  year's  economic  slug- 
gishness, French  executives 
and  consumers  began  1997  on  a 
cautious  note.  But  an  indirect  eas- 
ing of  monetaiy  policy  may  push 
spirits  higher  later  on. 

In  the  latest  survey 
by  the  National  Insti- 
tute of  Statistics  & 
Economic  Research 
(insee),  business  exec- 
utives say  that  produc- 
tion slipped  in  January, 
and  total  demand  re- 
mained weak.  The 
most  improvement 
came  in  overseas  de- 
mand, which  has 
helped  to  pull  up  the  index  foi- 
overall  industry  prospects  (chart). 
The  index  rose  to  1%,  the  first 
positive  reading  in  1!^^  years.  How 
ever,  another  insee  survey  shows 
that  businesses  have  cut  back  on 


INDUSTRY  HOPES  RISE 
ON  EXPORT  PROSPECTS 

FRENCH  INDUSTRY  INDEXES 


JAN  '95  JAN,  '97 

A  PERCENT  REPORTING  IMPROVEMENT 
OAIA  INSEE,  DATASTREAM  INTL 


their  1997  capital-spending  plans. 
French  companies  expect  to  in- 
crease their  outlays  by  only  4%, 
down  from  the  7%-  rise  reported 
in  the  October  survey.  That  works 
out  to  a  2%  gain  after  adjusting 
for  prices. 

Consumers  are  also 
wary  about  the  econo- 
my's outlook,  and  that 
may  hold  back  spend- 
ing. The  household 
sentiment  index  stood 
at  -34%  in  December. 
Unemployment  and 
social  progi'am  re- 
forms are  the  big 
worries.  December's 
jobless  rate  remained  at  a  high 
12.7%.  And  civil  service  workers 
plan  a  Mar.  6  strike  to  protest  un- 
acceptably  low  pay  raises. 

Prime  Minister  Alain  Juppe's 
government  has  little  room  to 


deal  with  the  unions.  The  1996 
deficit  exceeded  its  target  by  7 
billion  fi'ancs  ($1.23  billion),  bring 
ing  the  gap  to  4.1%  of  gross  do- 
mestic product.  The  government 
has  pledged  to  ft-eeze  1997  spend 
ing  in  order  to  hit  the  Maastrichi 
Tr-eaty  deficit-to-GDP  goal  of  3%. 

To  meet  that  target,  the  gov- 
ernment expects  real  GDP  to  gro\ 
2.3%.  in  1997,  up  from  1.3%  in 
1996.  That's  in  line  with  private 
forecasts,  but  both  projections  de 
pend  on  further  intei"est-rate  cuti 
by  the  Bank  of  France.  Right 
now,  BOF  officials  are  talking 
down  chances  of  a  rate  cut.  But 
on  Feb.  13,  the  French  central 
bank  cut  bank  reserve  require- 
ments by  13%.  That's  a  backdoor 
way  of  easing  policy  and  lifting 
growth,  since  the  cut  adds  monej 
to  the  economy  and  reduces  bor- 
rowing costs. 
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CRHGKR  C.  ANDKRSON  I  ROM  NYA(  K  HOSPITAL  with  RAY  COl'RKl.l  l  Rt)M  ARAMARK 


HEALTHCARE 

WILL   NEVER   BE   THE   SAME   HERE.  YOU   CAN   SAY   ARAMARK  HAS 

REFORMED 


OUR  BUSINESS.  WITH  INTERSERV  ,  CARE  IS  UP  AND  COSTS  ARE  DOWN 


tell  you  what  used  to  keep  me  awake  at  ni^iht:  how  do  we  raise  the  level  of  patient  services  here  at  Nyaek  Hospital?  And  how  do  we  do 
hile  cutting  costs?  Well,  enter  Ray  (A^trelt  and  his  team  at  ARAMARK.  They  took  on  those  problems.  Learned  the  husnicss  -  our  specific  business, 
then  came  to  us  with  lNTERSER\k  It's  a  new  approach  lo  iraimng  non-cliincal  employees  to  perform  muhiple  Inactions  like  food  service, 
sekeeping,  patient  transport  and  laundry  and  Imen  distribution.  Employee  productivity  was  up  an  amazing  U"o  almost  mimediately 
;  added  responsibdity  has  transformed  our  employees'  lives.  And  when  patients  have  more  mteractiou  with  our  people,  patients'  spirits  soar." 
ler  Anderson.  Nyack  Hospital.  Here  at  ARAMARK,  we  approach  a  customer's  business  with  the  goal  of  exceeding  expectations.  We  e.xpect  to  dig 
search  and  innovate  until  a  problem  is  solved.  We  expect  to  save  them  money  And  we  expect  to  help  them  make  money  as  well.  It's  an  approach 


cd  in  the  value  ojniiliinhed  partnership  that  will  pay  dividends  -  as  Mr  Anderson  is  happy  to  report: 


'W'c  will  save  s-/  iiulJion  over  the  iicM 


years  because  of  ARAM  ARKS  INTFRSERV,..  program.  Yes.  al  Nvack  Hospital,  healthcare  is  being  reformed."  ^^1^ /^l^/^J^l/\f^K. 

.EARN  MORE  ABOL'I  UNLlMirKD  RARTNERSHIP  CAI.I  1 -800-ARAM  ARK  OR  X'lSIl  LS  AT  hllp://www. aramark.com  Managed  Services,  Managecl  Belter. 


News:  Analysis  &  Gommentary 


CHINA 
AFTER 
DENG 

The  last  "paramount  leader" 
is  gone.  Will  stability  reign? 


He  was  the  bland  one,  the  quiet 
apparatchik,  the  one  who  was 
never  supposed  to  last  at  the  top. 
But  for  eight  momentous  years, 
Jiang  Zemin  has  survived  as  China's 
President,  patiently  prepai'ing  for  the 
moment  when  his  patron  ])assed  on. 


Now,  Deng  Xiaoping  is  dead,  and  the 
world  is  wondering:  Can  the  disciple  as- 
sume the  master's  mantle? 

It  will  be  difficult  for  Jiang  to  match 
all  of  Deng's  accomplishments.  The  aged 
revolutionary,  after  all,  deftly  steered 
China  from  a  period  of  stagnation  and 
rigid  communist  ideology  into  its 
current  era  of  vibrant  gi'owth  and 
tremendous  change. 

Up  to  now,  Jiang,  at  70  still 
young  by  the  standards  of  Chinese 
leadership,  has  done  a  remarkable 
job  of  hanging  on  to  power.  The 
coming  months  will  be  crucial  to 
i  he  consolidation  of  his  power  And 
I  he  uncertainty  that  follows  any 
<  hinese  leader's  death  will  put 
strains  on  everything  from  eco- 
nomic planning  to  U.S.  relations 
(page  82).  But  the  betting  is  that 
Jiang  will  remain  China's  leader  at 
least  over  the  short  term. 

The  world  will  be  especially  sen- 
sitive to  developments  in  China 
over  the  next  12  months.  China 
watchers  in  the 
l-*r!°r-u.S«^®     U.S.  will  be  on 

k.ED  CHINA  . ,        ,     ,       .  » 

iNTOANERA  the  lookout  for 
OF  VIBRANT  human-rights  vio- 
GROWTH  lations  as  the  Bei- 


jing government  claims  Hong  oi 
China's  economic  policies  are  an  issei 
both  sides  of  the  Atlantic.  In  Eiro! 
nationalists  are  citing  the  flood  ofn< 
pensive  Chinese  goods  as  a  prim  i 
ample  of  what's  wi-ong  with  glohli 
tion.  American  business'  love  affaiiiv 
China  is  also  eroding  as  profitle; 
vestments  there  become  more  dilc 
to  justify.  And  Chinese  imports  t  t 
U.  S.  are  hitting  record  highs. 
CRITICAL  TIME.  The  last  thing  (ii 
needs  now  as  it  aspires  to  a  biggeir 
on  the  world  stage  is  a  succession  si 
gle  .  The  Feb.  19  passing  of  Deng,\ 
succumbed  at  92  to  Parkinson's  Diis 
and  other  ailments,  was  long  expd 
and  doesn't  immediately  alter  thi  ■  |  > ' 
stinctiu'e  in  Beijing.  China  watcho  - 
Jiang  heading  a  collective  leadei-ship  i 
inated  by  a  handful  of  other  politicia 
theii'  60s  and  70s,  including  Premie 
Peng  and  economic  czar  Zhu  Ro 
"The  major  leadership  changes  hav 
ready  been  made,"  says  American  Ii 
national  Group  Inc.  Chairman  Mail 
R.  Greenberg,  a  longtime  China  inve 
Yet  though  Deng's  increasing  infi 
ly  left  Jiang  and  his  collective  leader 
in  charge  for  at  least  two  years, 
death  still  creates  uncertainties.  J 
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:  died  a  year  fi-om  now,  Jiang  would 
had  more  time  to  put  loyalists  in 
I  posts.  Already,  the  jockeying  has 
ed  for  the  15th  Party  Congress, 
3r  the  fall  of  1997.  These  congi-ess- 
eld  every  five  yeai-s,  ai"e  used  to  an- 
ice  key  personnel  shifts.  Now, 
?'s  detractors  may  feel  more  em- 
sned  to  challenge  him — and  move 
ock  some  of  his  initiatives  and  ap- 
-ments.  "The  time  between  now  and 
i^arty  Congress  is  critical  for  Jiang," 
University  of  Michigan  China  ex- 
Kenneth  G.  Lieberthal. 
Dreed  to  keep  one  eye  on  his  oppo- 
s,  Jiang  is  likely  to  exercise 
ion  on  a  range  of  policies  fi-om  eco- 
ic  reform  to  relations  with  Wash- 
Dn.  Although  Jiang  clearly  craves 


the  prestige  of  world  statesman  he 
would  earn  by  normalizing  relations 
with  the  U.  S.,  he  won't  want  to  be  seen 
as  too  conciliatoiy  at  a  time  when  stri- 
dent nationalism  is  replacing  Maoist  ide- 
ology. "Don't  look  for  any  bold  depar- 
tures soon,"  says  H.  Lyman  Miller, 
director  of  China  studies  at  Johns  Hop- 
kins University's  School  of  Advanced 
International  Studies. 

Jiang  won't  be  a  sitting  duck.  Back  in 
1989,  Deng  elevated  him  &-om  Shanghai 
mayor  to  become  head  of  the  Commu- 
nist Party.  He  then  became  the  make- 
shift replacement  as  heir  apparent  for 
the  disgraced  Zhao  Ziyang,  who  was 
blamed  for  abetting  the  Tiananmen 
Square  uprising.  Since  then,  Jiang  has 
strengthened  his  hold  by  promoting  al- 


Even  though 
Deng's  death 
was  long 
anticipated, 
it  creates 
uncertainties. 
Jiang  could 
have  used 
another  year 
to  ensure  his 
position  as 
head  of  the 
country 


JIANG  (LEFT)  WITH 
PREMIER  LI  PENG 
AND  ECONOMIC  CZAR 
ZHU  RONGJI 


lies,  many  from  Shanghai,  to  top  posi- 
tions. He  worked  tirelessly  to  shore  up 
relations  with  the  militaiy.  And  he  ac- 
craed  more  titles  than  any  other  official. 
Besides  being  Chinese  President  and 
party  leader,  he  heads  the  powerful 
Central  Militaiy  Commission.  Now,  he  is 
angling  to  revive  the  position  of  Chair- 
man of  the  Communist  Party,  a  job  that 
went  out  with  Mao  Zedong. 

Despite  his  resume,  Jiang,  like  his  ri- 
vals, lacks  a  critical  credential.  Unlike 
Deng  and  Mao,  Jiang  and  his  contem- 
poraries were  not  present  at  the  cre- 
ation of  the  Chinese  Communist  Party 
and  did  not  endure  the  rigors  of  the 
Long  March  of  1934-36.  Deng  was  last 
in  a  line  of  "paramount  leaders"  who 
could  force  consensus  through  the  pow- 


The  Challenges  Pacing  Jiang^ 


niMANEUVERING 
I^ALS 

ist  tighten  his  hold 
the  party  leadership 
consolidate  power 
d  squelch  potential 
ponents 


MANAGING 
THE  ECONOMY 

Has  to  hold  inflation  in 
check,  restructure  money- 
losing  state-owned  enter- 
prises, and  still  keep 
employment  high 


AVOIDING  SOCIAL 
UNREST 

Needs  to  narrow  the  gap 
between  the  booming 
urban  coast  and  the  poor 
rural  interior — and  keep  a 
lid  on  ethnic  insurgencies 


TAKING  OVER 
HONG  KONG 

Must  prove  Chinese  rule 
will  not  spoil  political  and 
economic  freedom  in  Hong 
Kong 

DATA  BUSINESS  WeEK 
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Although  the  need  for  leadership  on  the  economy  is 
critical,  Jiang  may  not  be  able  to  act  as  boldly  as  Den^ 


er  they  wielded  in  the  party,  the  mili- 
tary, and  the  economy. 

Because  Jiang  lacks  Deng's  status 
and  {iower,  he  will  not  be  able  to  act  as 
forcefully  in  tackling  China's  myriad 
problems.  That  could  be  troublesome, 
given  the  need  for  strong  leadership  on 
the  economic  front.  The  challenge  is  to 
keep  China's  economic  success  moving 
foi-ward  in  the  face  of  challenges  to  fur- 
ther reforms.  The  good  news  is  that 
China's  economic  gi'owth  is  still  in  the 
range  of  10%,  while  inflation  has  been 
tamed  from  a  sizzling  21%  in  1994  to 
single  digits  today.  Wliat's  more,  China's 
foreign  reserves  have  swelled  to  a 


healthy  $100  billion,  allowing  monetaiy 
authorities  to  start  to  live  up  to  long- 
promised  commitments  to  the  Interna- 
tional Monetary  Fund  to  make  the  ren- 
minbi convertible. 

But  structural  weaknesses  are  gi"ow- 
ing  more  glaiing  and  must  be  dealt  with 
if  Cliina's  gi'owth  is  to  be  sustained.  The 
worst  problem  is  the  woeful  financial 
shape  of  state  enteiprises,  50%  of  which 
continue  to  lose  money,  despite  years  of 
reforms.  The  financial  system  is  strug- 
gling with  a  huge  portfolio  of  bad  debts. 
Even  more  wonisome,  the  gap  between 
China's  rich  coastal  provinces  and  its 
impoveiished  interior  is  widening.  That's 


a  major  reason  why  agiicultui'al  wo 
continue  to  flock  to  big  cities, 
"floating  population"  is  estimated 
to  100  million.  While  most  have 
work,  others  have  resorted  to 
These  problems  need  to  be  tackled 
for  the  past  two  yeai's,  Jiang  has  bs 
off  fi'om  dealing  with  tough  refonr 
fear  they  may  stir  up  unrest. 

Further  delay  on  economic  refo: 
likely,  as  Jiang's  team  seems  to  be 
ing  for  this  year's  two  big  events 
smoothly.  Once  the  handover  of 
Kong  is  completed,  he  needs  to  er 
that  the  tenitoiy  will  not  be  a  sour 
political  instability  in  the  mala 


3 


a 


STRAINS  IN  U.S.-SINO  REUTIONS  ARE  SHOWING-AGAIN 


Last  fall,  it  looked  as  if  U.  S.-China 
relations  were  finally  on  track.  Ten- 
sions over  Taiwan  wei'e  receding, 
Washington  and  Beijing  started  empha- 
sizing shared  economic  and  security  in- 
terests, and  a  planned  summit  between 
President  Clinton  and  President  Jiang 
Zemin  seemed  sui-e  to  give  the  Chinese 
the  stature  they've  long  sought.  Rela- 
tions were  so  cordial  that  Beijing  indi- 
cated it  preferred  Bill  Clinton  to  Bob 
Dole  in  the  1996  Presidential  election. 

But  suddenly,  the  hopes  for  a  break- 
through year  in  China-U.  S.  relations 
are  looking  fi-agile.  With  Deng  Xiao- 
ping's  death,  China's  top  leadership  will 
be  jockeying  for  position:  In  this  deli- 
cate moment,  Jiang  cannot  be  too  ac- 
commodating to  Washington  lest  he  an- 
tagonize Beijing's  hard-liners.  Just  as 
bad,  Deng's  death  comes  as  signs  of  dis- 
cord were  already  emerging.  Beijing's 
clumsy  moves  toward  restricting  civil 
rights  in  Hong  Kong  and  a  crackdowm 


on  dissent  at  home  have  been  raising 
hackles  on  Capitol  Hill.  So,  too,  has 
news  that  China's  politically  touchy 
trade  surplus  vdth  America  swelled  by 
17%  in  1996,  to  nearly  $40  billion.  Mean 
while,  bombshell  reports  suggest  the 
Chinese  Embassy  may  have  funneled 
contributions  to  the  Democratic  Nation- 
al Committee  and  that  fimd- 
raiser  John  Huang  had  leaked 
top-secret  information  to  the 
Chinese. 

HARD  TO  INFLUENCE.  Taken  to- 
gether, these  points  of  friction 
provide  the  stiffest  test  yet  to 
the  Administration's  proposition 
that  friendly  engagement  with 
China  is  the  best  way  to  pro- 
mote democracy  and  free  mai'- 
kets.  That  argument  will  sound 
hollow  now  if  China  rolls  back 
freedoms  in  Hong  Kong  or 
hangs  tough  with  the  U.  S.  on 
trade.  The  problem  is  that  Chi- 


na "thinks  of  itself  as  the  worl( 
est  civilization,"  notes  Hudson 
researcher  Robert  Dujarric.  "II 
influence  it."  But  given  China's 
military  and  economic  power, 
has  little  choice  but  to  try. 

The  stakes  are  equally  high 
Deng's  handpicked  successor.  D 


tl 


Them  Are  Signs  of  Progress... 


MILITARY  Beijing  says  it  will  sign  the 
resumed  high-level  military  dialogue  wi 


nuclear  test-ban  treaty  and  has 
th  the  U.S. 


TRADE  China  is  making  its  currency  easier  to  convert  and  indicates 
it  will  give  foreign  producers  wider  market  access  if  it  can  enter  the 
World  Trade  Orgarii/ation 


POLITICS  Diplomatic  activity  is  in  full  swing,  with  Clinton,  A!  Gore, 
and  Madeleine  Albright  scheduling  trips  to  Beijing 
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also  will  want  to  be 

that  the  Party  Con- 
proceeds  as  expected 

-atifies  his  leadership. 

!  passes  both  of  the 

,  some  experts  think, 

earn  won't  wait  too 
longer  to  get  back  to 

economy.  "After  the 

ress,  we'll  see  more 

3ntum  in  economic  re- 
especially  of  the  state 

r,"  predicts  Johns  Hop- 
Miller. 

foreign  policy,  Jiang  is 
hkely  to  avoid  big 
jes.  For  outsiders  who 
become  alanned  at  China's  grow- 
nilitary  power  and  assertiveness 
territorial  claims  in  Asia,  the  big 
ion  is  whether  Jiang  will  be  able  to 
hard-liners  at  bay.  Wliile  he  was  in 
•ol,  Deng  was  a  critical  check 
st  militarists  and  ideologues  who 
sd  to  take  a  combative  line  against 


the  U.  S.,  China's  main  politi-  mLn 
cal  rival.  Even  with  Deng's  JJ^™^'" 
support  last  year,  Jiang  was 
unable  to  prevent  the  hard-liners  from 
pushing  China  into  a  potentially  dan- 
gerous military  confrontation  with  Tai- 
wan and  the  U.  S.  That's  when  Beijing- 
used  missile  tests  in  a  vain  attempt  to 


influence  the  island's  elec- 
tions. Jiang,  who  had  craft- 
ed a  policy  of  quiet  diplo- 
macy toward  Taiwan,  was 
criticized  for  being  soft  on 
Taiwan's  push  for  greater 
recognition. 

Jiang  clearly  still  has  to 
strengthen  his  hand  against 
the  hard-liners  and  others. 
How  he  handles  this  chal- 
lenge will  test  Beijing's  abil- 
ity to  manage  a  lasting  and 
peaceful  transfer  of  power 
to  leaders  who  lack  the  le- 
gitimacy of  the  original  rev- 
olutionaries. It's  up  to  the 
quiet  party  man  to  steer 
China  safely  into  an  uncer- 
tain future. 
By  Joyce  Barnathan  in  Hong  Kong 
and  Pete  Engardio  in  New  York,  with 
Skeri  Prasso  and  William  Glasgall  in 
New  York,  Stan  Crock  in  Washington, 
and  bureau  reports 


Tsonality  and  personal  rela- 
U.  S.  leaders  helped  keep  Bei- 
American  hawks  in  line,  and 
m\i  make  it  even  more  imper- 
Vashington  to  establish  strong 
kith  top  Chinese  leaders.  Jiang 
with  Clinton  as  well,  because 
umish  his  image  as  a  states- 
if  Sino-U.  S.  relations  sour,  his 
have  ammunition  to  use  at 
'arty  Congress  this  fall, 
nsfer  of  Hong  Kong  to  China 


on  July  1  looms  as  a  critical  litmus  test 
for  U.  S.-China  relations.  Beijing  has 
promised  a  "high  degi'ee  of  autonomy" 
for  the  territoi-y.  But  officials  backed  by 
Beijing  seem  poised  to  replace  some  civ- 
il liberties  with  laws  that  many  fear 
won't  be  as  expansive.  Attention  will  be 
riveted  on  whether  Hong  Kong's  fi'ee- 
doms  are  preserved.  "China's  on  the  line 
not  just  with  us  but  with  the  whole  rest 
of  the  world,"  says  Ronald  N.  Montaper- 
to,  a  National  Defense  University  China 
analyst. 

SOFT  DEAL.  China's  application 
to  the  World  Ti'ade  Organiza- 
tion is  another  touchy  issue. 
China  wants  admission  under 
soft  terms  reserved  for  devel- 
oping countries.  But  the  U.  S. 
and  Europeans  want  it  to  com- 
ply with  the  same  rules  as  the 
industrialized  world.  One  possi- 
bility for  compromise  is  for 
China  to  agi-ee  to  open  its  mar- 
kets in  stages.  But  it's  far  from 
clear  that  the  two  sides  will 
reach  an  accord.  "The  Chinese 
are  hanging  tough.  We  are. 


too,"  says  former  U.  S.  ambassador  to 
China  James  R.  Lilley. 

Even  so,  senior  U.  S.  officials  are 
preparing  for  an  unprecedented  flock  of 
meetings  with  the  Cliinese.  Secretary  of 
State  Madeleine  K.  Albright  will  stop  in 
Beijing  in  late  Febiuaiy.  Vice-President 
Al  Gore  is  due  in  March.  And  the  Presi- 
dential get-together  will  take  place  later 
this  year  in  Washington.  The  Adminis- 
tration hopes  the  summits  will  keep  re- 
lations on  an  even  keel.  "The  Adminis- 
tration has  managed  to  develop  a 
cohei'ent  China  policy  and  has  gained 
credibility,"  concedes  Stanford  Universi- 
ty China  expert  Michael  Oksenberg, 
once  a  critic  of  Clinton's  China  policy. 

Summitiy  will  help,  but  relations 
could  be  sti'ained  by  everything  from 
the  controversy  over  the  role  of  Asians 
in  financing  Clinton's  campaign  to  uncer- 
tainties over  Jiang's  giip  on  power.  That 
would  make  it  even  more  difficult  for 
Beijing  and  Washington  to  find  a  middle 
gi'ound  on  such  issues  as  the  wro,  hu- 
man rights,  and  Hong  Kong. 

By  Stan  Crock  in  Washington  and 
Joyce  Barnathan  in  Hong  Kong 


...But  Flashpoints  Remain 


HONG  KONG  The  July  1  handover  could  spark  tension  if  Beijing 
cracks  down  on  political  and  economic  freedoms 

DONORGATE  The  ongoing  probe  raises  fear  of  Chinese  espionage  in 
the  U.S.  and  undermines  Clinton's  credibility  on  Asia  policy 

WEAPONS  Riots  in  China's  Muslim  regions  and  need  for  Middle 
East  oil  could  tempt  Beijing  to  continue  supplying  sophisticated  mil- 
itary aid  to  Pakistan  and  Iran 
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CORPORATE  GOVERNANCE 


THE  RUSH  TO  QUALITY 
ON  CORPORATE  BOARDS 

Why  more  U.S.  companies  are  scrambling  for  top-notch  outside  directors 


Is  good  corporate  governance  conta- 
gious? Last  fall,  Harvey  Golub  ac- 
cejjted  an  outside  directorship  for 
the  first  time  since  he  became  chief 
executive  officer  of  American  Express 
Co.  in  1993.  Golub  joined  the  respected 
board  of  Campbell  Soup  Co.  Now,  Golub 
is  searching  for  two  high-powered  out- 
sidei-s  to  bolster  his  own  company's  com- 
paratively lackluster  board.  AmEx  is 
looking  for  "(:p:os  who  come  from  stellar 
shareholder-value  companies,"  accord- 
ing to  Dennis  C.  Cai-ey,  vice-chauinan  of 
SpencerStuart,  which  is  conducting  the 
search. 

Golub  has  plenty  of  company.  All 
sorts  of  big,  name-brand  U.  S.  companies 


are  suddenly  scrambling  to  add  mar- 
quee dii'ectoi's  to  their  boards.  Spencer- 
Stuart  and  other  i-ecniiters  ai'e  awash  in 
assignments  ii'om  outfits  looking  for  out- 
side directors:  SpencerStuart  is  con- 
ducting 150  director  searches,  up  from 
60  two  yeai's  ago.  And  companies  are 
not  only  adding  more  outsiders  but  also 
vastly  upgrading  their  requirements. 
Figureheads,  celebrities,  and  yes-men 
are  out:  The  new  prototyjDe  is  a  forceftil, 
knowledgeable  executive — preferably  a 
CEO.  "Boards  ai'e  tiying  to  find  dii-ectors 
that  better  reflect  the  dynamics  of  the 
business,"  says  Gregory  E.  Lau,  execu- 
tive director  of  corporate  governance 
at  General  Motors  Corp.,  which  last 
year  added  the  CEOs  of  Eastman  Ko- 
dak, Compaq  Computer,  and  abb  Asea 
Brown  Boveri  to  its  board. 

Companies  want  outside  directors 
who  can  take  an  active  role  in  helping 
guide  the  business  and  who  will  i-e- 
assure — or  at  least  placate — restive  in- 
vestors. In  a  recent  survey  of  50  large 
institutional  investors,  McKinsey  &  Co. 
found  that  stockholders  were  willing  to 


pay  11%  more  on  average  for  the  sY 
of  companies  considered  well 
erned — that  is,  companies  in  which 
siders  constitute  a  majority  of 
board,  own  significant  amounts  of  si 
are  subject  to  formal  evaluation, 
are  not  personally  tied  to  managen^ 
NETTLESOME.  There  can  be  an  imn 
ate  payoff  from  annoimcing  the  inter 
to  beef  up  a  company's  board.  Just 
Time  Warner  Inc.  The  media  cong 
erate,  which  recently  ranked  22nd  f 
the  bottom  on  business  week's  lis 
America's  25  worst  boai'ds,  annoui 
on  Feb.  11  that  nominees  for  its  b( 
elections  in  May  would  include 
prominent  CEOs:  Stephen  F.  Bollenl 
of  Hilton  Hotels  Corp.  and  Ge: 
Greenwald  of  ual  Coi-p.  Bollenbach 
well-practiced  deabnaker  who  knows 
tertainment  from  his  stint  as  chie 
nancial  officer  of  Walt  Disney 
Greenwald  took  part  in  the  restrue 
ing  that  saved  Chrysler  Corp. 

Time  Warner  Chau'man  Gerald  L( 
stresses  that  bringing  in  Bollenbach 
Greenwald  was  his  idea.  "[I  wanted]" 


Mm 


Dialing  For  Directors 

A  sampling  of  companies  that  are 
actively  seeking  a  stronger  slate  of 
outside  directors  for  their  boards 


AMERICAN  EXPRESS  Chairman  Golub 
installed  two  outside  directors  since  taki 
over  as  CEO  in  1993.  Now,  he's  looking 
two  more — specifically  CEOs  from  "stror 
shareholder-value  companies"  to  replace 
Henry  Kissinger  and  David  M.  Culver. 

DOW  JONES  Under  pressure  from 
disaffected  family  stockholders,  CEO  Pe 
Kann  nominated  three  CEOs  as  outside 
directors:  Harvey  Golub  of  American 
Express,  Frank  Newman  of  Bankers  Trus 
and  William  Steere  Jr.  of  Pfizer. 


CEOS  with  a  real  financial  orienta- 
'  Levin  says.  Investors  applauded: 
Warner's  shares  jumped  nearly 
)oints,  to  4VA,  on  Feb.  11.  "If  [Time 
ler  Director)  Beverly  Sills  spoke 
'ho  would  listen?  Who  cares?"  says 
1  Teslik,  executive  director  of  the 
cil  of  Institutional  Investors.  "But 
1  you  put  a  Bollenbach  on  the 
i,  you  better  believe  they'll  listen." 
I  the  same  day,  Dow  Jones  &  Co., 
ler  beleaguered  giant,  unveiled  a 
to  add  three  outside  directors, 
all:  the  suddenly 
present  Golub  of 
;x,     Frank  N. 
man  of  Bankers 
and  William  C. 
re  Jr.  of  Pfizer. 

Jones's  move 
rt  wholly  volun- 
CEO  Peter  Kann  was  under  pr-es- 
fi'om  his  most  nettlesome  critics — 
ibeth  Goth  and  William  Cox  III, 
members  of  the  family  that  con- 
Dow  Jones.  Unhappy  with  the  de- 
1  to  invest  an  additional  $650  mil- 
in  Telerate,  they  each  submitted  a 
if  proposed  directors.  Cox's  list  in- 
id  Nathan  P.  Mykrvold  of  Microsoft 
1.  and  Jim  P.  Manzi,  former  ceo  of 
s  Development  Corp.  None  of  their 
nees  was  accepted,  but  the  changes 
appai'ently  placated  the  two  fami- 
embers,  at  least  for  now. 
3HER.  At  WMX  Technologies  Inc., 
Phillip  B.  Rooney  learned  the  hard 
how  much  investors  want  stronger 
ds — and  management.  As  part  of  a 
ucturing  plan  announced  on  Feb. 
MX  installed  a  new  outside  direc- 
-Paul  M.  Montrone,  ceo  of  Fisher 
ritific  International  Inc. — and  hired 
Irick  &  Struggles  Inc.  to  recruit 


two  more  outside  directors  by  its  annu- 
al meeting  in  May.  The  makeover  plan 
disappointed  Wall  Street,  however, 
knocking  already  depressed  WMX  stock 
down  10%.  George  Soros,  whose  fund- 
management  fu"m  controls  5.2%  of  WMX's 
shares,  demanded  four  seats  on  the 
boar'd  and  urged  Rooney  to  step  down 
as  president  and  ceo. 

On  Feb.  18,  Rooney  complied.  He 
stepped  down  and  is  being  replaced 
temporarily  by  Chairman  and  former 
ceo  Dean  Buntrock.  Meanwhile  the  WMX 


STOCK  JUMP 


After  Time  Warner  brought  in 
Steve  Bollenbach  and  Gerry  Greenwald  as 
directors,  its  shares  rose  nearly  two  points 


board  is  searching  for  a  new,  outside 
CEO.  "The  ultimate  test  of  whether  wmx 
has  gotten  the  message,"  says  Nell  Mi- 
now,  a  principal  of  Lens  Inc.,  another 
dissident  WMX  shareholder,  will  not  be 
who  it  chooses  as  ceo  but  whether  it 
fills  the  two  outside  directorships  with 
top-notch  names. 

Few  companies  have  overhauled  then- 
boards  to  better  effect  than  Dynatech 
Corp.  This  maker  of  telecom  gear  re- 
vamped its  board  after  John  F.  Reno 
became  ceo  in  1993.  When  he  amved, 
the  board  consisted  of  the  two  founders 
plus  some  academics  and  consultants — 
many  of  them  retii'ed  or  neai'  to  it.  "The 
old  board,  though  it  had  some  fine  peo- 
ple, had  an  extremely  small  knowledge 
of  oiu'  business,"  says  Reno. 

Revitalizing  Dynatech's  board  was  a 
key  element  of  Reno's  strategy,  which 
involved  seUing  off  25  peripheral  busi- 
nesses and  remaking  the  company  as  a 


smaller,  more  profitable,  and  better  fo- 
cused operation.  He  and  an  ally  gradu- 
ally replaced  seven  of  the  nine  old  di- 
rectors: The  new  board  consists  almost 
exclusively  of  CEOs  or  ex-CEOs  in  high 
tech.  Peter  van  Cuylenburg,  who  joined 
last  year,  was  once  chief  operating  offi- 
cer of  NeXT  Computer  Inc.  and  is  a  for- 
mer CEO  of  Mercury  Communications. 
L.  Dennis  Kozlowski,  CEO  of  Tyco  In- 
ternational Ltd.,  is  a  mergers-and-ac- 
quisitions  ace.  Since  1993,  Dynatech  has 
seen  its  share  price  quadinple. 

With  success  stories 
such  as  Dynatech,  it's 
no  wonder  good  out- 
side du-ectors  are  hard 
to  find.  After  all,  the 
best  CEOS  have  their 
own  companies  to  mn. 
And  the  new  rule  of 
thumb  among  management  experts  is 
that  an  active  executive  should  sit  on  no 
more  than  three  outside  boards.  "We 
are  suffering  a  lot  of  rejection,"  says 
Roger  M.  Kenny  of  headhunters  Kenny, 
Kindler,  Himt  &  Howe.  In  the  end,  CEOs 
who  ignore  the  growing  emphasis  on 
tough  outside  directors  are  likely  to  end 
up  feeling  the  same  way. 

By  Anthony  Bianco  and  John  A. 
Byrne  in  New  York,  Richard  A.  Melch- 
er  in  Chicago,  and  Mark  Maremont  in 
Boston 


DYNATECH  This  Boston  telecom-gear  maker 
has  seen  its  stock  price  more  than  double 
in  the  year  and  a  half  since  it  began  a 
complete  overhaul  of  its  board.  CEO  Jack 
Reno  installed  outside  directors,  including 
Dennis  Kozlowski,  CEO  of  Tyco  International. 

TIME  WARNER  To  replace  three  longtime 
directors  who  are  retiring,  management 
nominated  two  CEOs  who  are  highly 
regarded  on  Wall  Street:  Stephen 
Bollenbach  of  Hilton  Hotels  and  Gerald 
Greenwald  of  UAL  Corp. 

WMX  TECHNOLOGIES  To  boost  shareholder 
value,  the  company  initiated  a  search  for 
two  independent  directors.  Investor  George 
Soros  put  forth  his  own  slate,  but  the  board 
rebuffed  him.  CEO  Philip  Rooney  resigned. 
Dean  Buntrock  is  now  acting  CEO. 
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By  Howard  Gleckman 


FOUR  SIMPLE  WAYS 
TO  CLEAN  UP  CAMPAIGN  FINANCE 


The  numbers  tell  it  all:  In  1996, 
a  staggering  $2.6  billion  was 
spent  to  elect  476  people  to 
federal  office.  That's  over  twice 
the  dough  spent  in  1984  and  an 
amount  that  tops  the  gi'oss  domestic 
product  of  Barbados,  Grenada,  and 
Belize  combined. 

To  feed  this  craving  for  cash, 
politicians  have  resorted  to  all  man- 
ner of  evasion  and  self-debasement. 
President  Chnton  rents  out  the  Lin- 
coln Bedroom  as  if 
it  were  a  Motel  6. 
Members  of  Con- 
gi'ess  spend  hoiu's 
each  day  "dialing  for 
dollars" — begging 
donors  for  just  one 
more  check.  How 
bizarre  can  it  get? 
On  Feb.  19,  Clinton 
stirred  a  New  York 
audience  with  a  call 
foi'  major  refomis  to 
the  campaign  fi- 
nance system — then 
hit  up  the  same 
crowd  for  $1  milhon. 
As  ordinaiy  people 
abandon  the  political 
process,  ever  more 
bucks  flow  to  pols 
through  a  bewilder- 
ing maze  of  pohtical 
action  committees  and  gimmicks  such 
as  "soft  money"  and  "independent 
expenditures."  (table,  page  38). 

This  out-of-control  money  chase  is 
unseemly,  breeds  corruption,  and  un- 
dermines voters'  confidence  in  theii' 
democracy.  "The  impact  of  big  mon- 
ey, organized  special  interests,  and 
political  handlers  on  the  public  per- 
ception of  government  can  hardly  be 
overestimated,"  says  William  A.  Gal- 
ston,  a  foiTner  top  domestic  pohcy 
adviser  to  Clinton. 

The  Supreme  Court,  having  ruled 
rejieatedly  over  the  past  20  years 
that  campaign  giving  is  a  protected 
form  of  free  speech,  has  made  reforai 
tough.  But  there's  no  need  to  meddle 
with  the  Constitution.  Campaign  fi- 


nance can  be  cleaned  up,  using  four 
simple  precepts:  Direct  contributions 
by  individuals  should  be  encouraged; 
backdoor  gifts  laundered  thi-ough  po- 
litical parties  should  be  banned;  chal- 
lengers should  get  a  fair  shot  at  pro- 
moting their  views;  and  eveiy  dollar 
given  to  a  candidate  should  be 
promptly  disclosed.  "You're  going  to 
have  to  pay  for  politics  one  way  or 
the  other,"  says  fonner  Democratic 
National  Committee  General  Counsel 


iijled  by  King  Features  Syndicate 


Carol  C.  Darr.  "But  having  it  come 
ft-om  individual  pockets  is  a  real  good 
thing." 

Wliile  lavmiakers  are  certainly  re- 
luctant to  change  the  system  that 
keeps  them  in  power,  pubhc  pressure 
to  do  so  will  only  grow  as  the  soiry 
details  of  scandals  such  as  Donorgate 
become  more  apparent.  And  over  the 
next  two  years,  there  is  a  good 
chance  that  at  least  some  modest  re- 
forms will  be  enacted. 

Here  are  a  few  steps  that  would 
help  fix  the  mess.  They  stress  indi- 
vidual participation  rather  than  tax- 
payer financing;  require  market- 
based  compromises  for  broadcasters; 
and  offer  trade-offs  between  business 
and  labor,  incumbents  and  chal- 


lengers, and  Republicans  and  Demo^ 
rats.  And  they  should  pass  constitu- 
tional muster: 
U  Improve  disclosure  and  enforcement. 

Today,  voters  must  wait  months  to 
find  out  who  gives  to  campaigns,  an^ 
they  often  never  know  who  is  trying 
to  buy  office-seekers  until  long  after 
an  election  is  over.  In  the  age  of 
computers,  they  ought  to  be  told 
within  days.  "Campaigns  should  re- 
port contributions  as  fast  as  they 
bank  them,"  says 
Kent  Cooper,  execi 
tive  director  of  the 
nonpartisan  Center 
for  Responsive 
Politics. 

In  addition,  the 
toothless  Federal 
Election  Commis- 
sion should  be  giv- 
en the  power  to  im 
pose  tough 
penalties.  Now,  pob 
routinely  evade  the 
rules,  since  they 
know  the  FEC  takes 
years  to  close  a 
case  and  rarely 
does  more  than  is- 
sue a  slap  on  the 
wrist.  If  any  re- 
forms are  going  to 
work,  the  fec  must 
move  swiftly  to  levy  stiff  fines — and 
even  overturn  elections. 
■  Raise  individual  contribution  limits. 
Today,  people  can  give  no  more  than 
$1,000  per  candidate  for  each  election 
in  direct  "hard  money."  That  20-year- 
old  ceiling  should  be  raised  to  at  least 
$5,000  and  allowed  to  increase  with 
inflation.  That  would  go  a  long  way 
toward  reducing  pols'  dependence  on 
under-the-table  money.  So  would  re- 
quiring candidates  to  raise  at  least 
half  of  their  fimds  fi'om  their  own 
constituents.  Allowing  massive  back- 
dooi'  contributions  fr-om  inside-the- 
Beltway  lobbyists  only  courts  abuse. 

Still,  any  new  law  should  also  rec- 
ognize that  people  participate  in 
campaigns  collectively,  as  well  as  in- 
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INTO  TOYS 


WE'RE  ALL  OF  THE  ABOVE. 


Not  surprisingly,  people  often 
confuse  TVco  International  with 
that  other  Tyco,  the  fine  maker  of 
children's  toys.  We're  the  Tyco  that 
enjoys  leadership  positions  in  each 
of  its  four  business  segments.  We're 
the  Tyco  that's  increased  its  market 
capitalization  from  $400  million  to 
over  $8  billion  in  just  over  a  decade, 


that  has  a  compounded  income 
growth  rate  of  21  %,  and  a  superb 
long-term  record  of  enhancing 
shareholder  value.  For  return  on 
investment  over  the  past  ten  years, 
this  Tyco  ranks  in  the  top  10%  of 
the  Fortune  500*  —  a  better  record 
than  seven  of  Fortune''  magazine's 
ten  most  admired  companies  of  1996. 


Of  course,  past  performance  does 
not  guarantee  future  results.  But  at 
Tyco,  earnings,  growth  and  perfor- 
mance are  what  we're  all  about.  To 
find  out  more,  please  write  PO  Box 
497,  Dept.  BW,  Exeter,  NH  03833. 


Unleashing  The  Power  Within 


http://www.tycoii 
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dividually.  The  idea  of  like-minded 
voters  joining  advocacy  groups  such 
as  the  National  Rifle  Assn.  or  the 
Sieira  Club  to  express  their  views 
on  public  issues  is  the  essence  of 
democracy.  And  these  groups,  too, 
should  be  encouraged  to  give  to  can- 
didates of  their  choice  through  PACs. 
Therefore,  double  their  contribution 
limits  to  $10,000,  but  require  full  and 
immediate  disclosure. 

PACS  run  by  businesses  and  unions 
are  another  matter,  however.  Today, 
corporations  collect  "voluntary"  con- 
tiibutions  from  their  employees.  The 
truth  is,  in  many  workplaces,  there  is 
no  choice:  Executive  pay  is  inflated 
to  cover  political  donations,  and 
those  who  don't  go  along  can  see 
their  careers  suffer.  If  companies 
want  to  give  money  to  help  pels  who 
are  good  for  business,  they  should  do 


Under  the  current  lackadaisical 
system,  voters  can't  find  out 
who  bought  what  politician 
until  long  after  Election  Day 


eign  businesses — I'esulted  fi-om  ef- 
forts to  raise  soft  money.  For  all  that 
hustle,  Clinton  and  the  Democrats 
still  garnered  $20  miUion  less  last 
year  than  did  the  gop. 

If  individuals,  companies,  or  unions 
really  want  to  give  to  a  party,  they 
should  do  so  directly,  in  the  sunshine. 
These  gifts  should  be  limited  to 
$5,000.  Also,  these  fimds  should  be 
used  only  for  legitimate  party  activi- 
ties. Big  penalties  should  be  imposed 
if  candidates  steer  these  funds  to 


Where  the  Bucks  Come  From 


HARD  MONEY 


Direct  contributions  to  candidates 
are  limited  for  individual  donors  to 
$1,000  per  candidate  per  election, 
and  $5,000  from  a  political  action 
committee. 


Businesses,  unions,  interest  groups, 
and  even  politicians  themselves 
raise  money  from  individuals,  then 
combine  them  to  create  huge  mon- 
ey machines  and  funnel  the  cash  to 
favored  candidates. 


SOFT  MONEY 


By  laundering  this  money  through 
political  parties,  givers  can  dodge 
contribution  limits.  While  it  is  ille- 
gal for  candidates  to  control  this 
spending,  the  law  is  widely  ignored 


INDEPENDENT  EXPENDITURES 


The  newest  way  to  evade  the  law. 
Money  is  spent  directly  by  advoca- 
cy groups  to  influence  elections. 
The  infamous  Willie  Horton 
ad  in  1988  was  financed  this  way. 
There  are  no  limits  on  spending. 


so  subject  to  the  $10,000  limit.  But 
they  should  use  shareholder  money 
(making  sure  that  investors  know 
where  their  earnings  are  going)  and 
end  the  fiction  that  the  donations 
come  from  employees'  pockets.  For 
their  part,  unions  should  stop  using 
dues  to  support  candidates.  Instead, 
members  should  make  their  own 
choices — to  give  as  individuals  or 
thi-ough  labor  pacs. 
■  Ban  soft  money.  Today,  there  are  no 
limits  on  this  backdoor  cash,  which 
ostensibly  supports  the  general  activ- 
ities of  political  parties  but  actually 
fimds  candidate  races.  In  the  last 
election  alone,  mere  than  $250  million 
was  raised  this  way — nearly  all  of  it 
funneled  to  candidates.  The  worst  of 
the  White  House's  abuses — including 
its  Donorgate  contributions  fi-om  for- 
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their  own  races — as  both  Clinton  and 
Bob  Dole  did  routinely  in  1996. 
iS  Curb  spending  on  behalf  of  candi- 
dates by  independent  organizations. 

With  at  least  $100  million  spent  by 
gi'oups  r-anging  from  unions  to  doc- 
tors, this  became  the  favorite  loop- 
hole of  '96  and  the  money  of  choice 
to  finance  attack  ads.  The  big  prob- 
lem is  that  money  flows  from  this 
cash  cow  completely  unrestrained  by 
existing  campaign  laws.  There  are  no 
limits  on  such  fund-raising  and  no 
disclosure  of  where  these  gi'oups  get 
their  money  or  how  they  spend  it. 
That  creates  an  easy  way  to  spend 
big  bucks  on  candidates.  There  is  no 
point  in  trying  to  stop  these  out- 
lays— they'll  always  find  loopholes. 
Besides,  groups  such  as  the  afl-cio 
and  business  coaUtions  should  have 


the  unfettered  righl 
to  argue  the  merits| 
of  pohcy  issues. 

But  as  soon  as  a! 
advocacy  gi'oup  buj 
an  ad  that  mention^ 
a  candidate,  the 
i-ules  should  cliangd 
It  should  be  subjecl 
to  the  same  limits  and  disclosure  as| 
PACS  and  individuals.  Each  gift  by 
businesses,  individuals,  or  unions  to  I 
group  that  inns  such  an  ad  should  q 
considered  a  direct  candidate  dona- 
tion— disclosed  and  counted  against  | 
the  $5,000  hmit. 
■  Give  challengers  a  fair  chance  to  ge| 
their  message  across.  The  best  way 
do  that  is  to  give  candidates  one 
hour  of  free  airtime  to  use  as  they 
wish  for  each  election.  Office-seeker! 
should  be  required  to  qualify  by,  saj 
getting  names  on  a  petition 
or  raising  a  minimum  amoun| 
of  money  on  their  own.  But 
one  string  should  be  at- 
tached: Office-seekers  shouldl 
be  required  to  appear  persoij 
ally  in  ads,  rather  than  rely- 
ing on  actors  to  trash  their 
opponents. 

Finally,  broadcast  advertis-l 
ing  should  be  curbed.  In  somj 
Senate  races,  fully  70%  of  all| 
spending  goes  for  TV  and  ra- 
dio. If  the  need  for  money 
dries  up,  so  may  the  dash  foij 
cash.  In  return  for  giving  thel 
free  time,  broadcasters  shoulj 
be  allowed  to  charge  full 
price  foi'  paid  ads — which 
they  must  now  sell  at  cut 
rates.  But  lawmakers  should 
consider  hmiting  political  ads| 
to  within  60  days  of  an  election. 
Since  challengers  rarely  have  the 
money  to  put  on  ads  before  that,  it 
wouldn't  hurt  them.  But  limiting  the! 
time  during  which  ads  could  air  coulc 
cut  into  incumbents'  advantage. 

No  refoiTn  will  end  every  abuse. 
But  these  changes  vrill  begin  to  re- 
store pubhc  confidence  in  a  pohtical 
system  that  is  increasingly  seen  as 
con'upted.  The  reforms  would  elimi- 
nate the  invisible  millions  that  flow 
to  pols  and  make  campaign  donation^ 
strictly  aboveboard.  Ordinary  citizen- 
may  yet  feel  they  can  influence  an 
electoral  process  that  few  now  be- 
heve  gives  them  a  fair  shake. 

Senior  Con'espondent  Gleckman 
has  covered  Washington  politicians 
fo7'  20  years. 
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We  specialize  in  designing  the  kinds  of  custom  cover- 
that  corporations  must  have  to  cope  successfully  with 
ging  conditions.  Whether  your  company  is  actively 
ng  the  demands  of  aging  baby  boomers  or  is  a  business 
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TRANSPORTATION 


BOMBARDIER  IS 
DOING  BARREL  ROLLS 

It  grabs  the  lead  in  the  fast-growing  market  for  small  jets 


They're  the  little  planes  that  could. 
For  years,  pilots  for  majoi-  airlines 
looked  down  on  the  "pudcUe-jLimpei-s" 
used  by  regional  caiiiei's  to  feny  people 
to  small  towns.  But  nobody  in  the  airline 
business  now  is  sneering  at  a  new  gen- 
eration of  these  small  craft — and  the 
sweeping  changes  they  are  making  in 
the  industry.  As  they  evolve  from 
cramped  rattletraps  to  modern  jets,  the 
small  planes  ai-e  making  I'egional  caniei-s 
the  fastest-gTowing  sector  of  the  airline 
inckLstiy — and  forcing  big  players  to  pay 
attention.  Indeed,  American  Airlines  Inc.'s 
attempt  to  expand  its  fleet  of  i-egional 
jets  has  been  one  of  the  sticking  points  in 
its  ongoing  labor  strife  with  pilots  of  its 
big  jets  (page  42). 

The  company  getting  the  most  out 
of  the  trend  is  Bombardier  Inc.,  which 
fomented  the  revolution  with  its  50- 
seat  Canadair  Regional  Jet  (cr.j) — and 
made  itself  into  the  Boeing  of  regional 
plane  builders.  Tlie  Montreal-based  com- 
pany last  year  grabbed  42%  of  the 
world  market  for  20-  to  90-seat  jets 
and  turboprops,  up  fi-om  just  10%  in 
1992.  Bombardier  is  the  "clear  industry 
leader,"  says  Jim  Robinson,  president 
of  rival  Fairchild  Aerospace  Co. 
DISASTER.  And  Bombardier  is  aiming 
for  more.  On  Feb.  19,  it  unveiled  a  .$475 
million  program  to  develop  a  70-seat 
regional  jet,  the  CRJ  series  700.  The  .$2.3 
million  plane  won't  be  available  until 
late  2000.  But  Bombardier  thinks  de- 
mand will  eventually  exceed  that  for  its 
existing  50-seat  CRJ.  The  goal:  grab  60% 


of  the  regional  aircraft  market,  worth 
$110  billion  over  the  next  two  decades. 

Bombardier  has  built  this  success 
from  the  wi'eckage  of  Boeing  Co.'s  dis- 
astrous foray  into  the  business  of  mak- 
ing puddle-jumpei's  tlu'ough  its  1986  ac- 
cjuisition  of  Toronto-based  de  Havilland 
Inc.  By  the  tiine  Boeing  sold  de  Havil- 
land to  Bombardier  in  1992,  the  aircraft 
giant  had  lost  nearly  $1  billion  building 
Dash-8  turboprops.  Bombardier  has  in- 
vested heavily  to  update  the  Dash-8 
family,  tripling  its  share  of  the  turbo- 
pi-op  market — which  last  year  accounted 
for  nearly  two-thirds  of  the  314  region- 
al planes  sold  woi'ldwide — to  35%. 

But  the  CR-J,  which  Bombardier  began 
developing  as  a  derivative  of  its  Chal- 
lenger business  jet  in  1989,  is  what  gave 
wing  to  the  company's  fortunes.  The  jet, 
which  Bombardier  began  delivering  in 
1992,  went  a  long  way  toward  ei-asing 
the  image  of  regional 
planes  as  cramped, 
noisy,  and  unsafe. 
Charles  E.  Cmran  III, 
senior  vice-president  of 
Comaii"  Inc.,  wMch  has 
the  world's  lai'gest  fleet 
of  CRJs,  says  the  planes 
are  quiet  and  as  roomy 
as  the  coach  sections  of 
bigger  jets.  Their-  max- 
imum range  of  2,300 
miles  far  outdistances 
turboprops,  typically 
limited  to  trips  under 
500  miles. 


GAINING  ALTITUDE 

BOMBARDIER'S  SALES  OF 
20-  TO  90-SEAT  PLANES 


PERCENT  OF 
MARKET  SHARE 
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CLASSIER:  Bombardier's  planes  ar 
know)i  for  more  comfort  and  legn 


Longer  range  has  allowed  the  . 
ers  to  supplant  the  hub-and-spokc^ 
chitectiu'e  of  air  travel  with  more  pi 
to-point  service.  Aii*  Canada  has  usei 
fleet  of  26  crjs  to  open  more  than 
dozen  new  routes  between  the  U.  S. 
Canada  since  1995.  Many,  such  as  A 
nipeg-Chicago  are  long,  thinly  tra\  t 
and  would  not  be  viable  if  served  1 
bigger  jet  such  as  the  737.  With  a 
Air  Canada  breaks  even  with  ju^i 
passengers. 

A  SWARM.  Bombardier's  doing  fai"  lie 
than  that.  Its  Aerospace  Div. — \\1 
includes  both  business  jets  and  regii 
planes — should  earn  operating  profit 
$350  million  on  sales  of  $4.5  billion! 
fiscal  2000,  up  ft'om  an  estimated  1 
miUion  on  sales  of  $3  bilHon  in  (i 
1997,  says  Benoit  Chotai'd,  an  anal>  - 
Montreal-based  Levesque  Beaubien 
offrion  Inc.  The  company  also  ni;i 
train  cai"s,  snowmobiles,  and  other  ti-; 
portation  equipment. 

It  is  no  sm-prise  that  competitors 
swarming.  Brazil's  Embraer  last  yv 
began  delivering  its  50-seat  Ri, 
EMB-14.5.  Meanwhile,  Fail-child  is  de 
oping  a  30-seat  regional  jet  for  deliv 
in  1999.  The  No.  2  in  regional  aiiTi 
ai(r),  expects  tn 
nounce  its  plans 
building  a  70-seat 
by  the  end  of  this  \ 
So    far,    the  ri\ 
haven't  dented  I'l 
bardier's  lead.  But 
more  and  more  of 
little  jets  take  to  I 
sky,  one  certainty  Jl 
that  the  big  carri|| 
won't  be  ignoring  th* 
anymore 

'Bij  William 
Sijmonds  in  Tofn 
with  bureau  reports 
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A  I  s  o   k  It  o  ir  n   a  s  : 

"YOUR  PERSONAL  LUGGAGE  RACK" 

Bent  and  bowed  from  the  weight  of  the  world — 
as  well  as  briefcases,  garment  bags  and  gift 
shop  impulse  buys — the  shoulder  longs  for 
a  notebook  it  hardly  knows  is  there. 
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PORTABLE  NOTEBOOK. 
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available  with  MMX' '  technolog;y  A  standard  33.6  la.x/modem.  And  an  enhance- 
ment unit  option  that  houses  an  8x  CD-ROMi,  Hoppy  disk  drive,  stereo  speakers, 
and  docking  ports  to  gu  e  your  work  that  multimedia  spit  and  polish. 

The  LiFeBook  600  Series.  Portable.  PowerFul.  A  great  combination  tor  professionals 
who  carr\'  the  business  world  on  their  shoulders. 


FUJITSU  PC  CORPORATION.  For  more  info,  call  1-888-4-ON-THE-GO,  ext.  GOO  I.  Design^for 
visit  www.fujitsu-pc.com  or  get  a  QuikFacts  fax  at  1-800-936-5209. 
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COMMENTARY 


By  Wendy  Zellner 


AMERICAN:  WHY  BILL  DIDNT  NEED  TO  BUH  IN 


At  first  glance,  President 
Clinton's  Feb.  15  interven- 
tion in  the  dispute  between 
American  Airlines  Inc.  and  its 
9,300  pilots  was  a  dramatic  res- 
cue that  saved  the  countiy 
ffom  a  potentially  devastating- 
transport  strike.  Ajid  with  the 
rare  appointment  of  a  three- 
member  Presidential  Emer- 
gency Board  (peb) — providing 
the  advice  of  outsiders  and  60 
days  of  breathing  room — the 
antagonists  may  finally  break 
the  deadlock. 

The  bad  news  is  that  Clin- 
ton's move — welcomed  by  pas- 
sengers and  politicians  alike — 
may,  in  fact,  needlessly  prolong 
the  agony  of  these  contract 
talks.  Sources  on  both  sides  be- 
lieve American  and  its  pilots 
were  close  to  a  deal  as  the  Uth  hour 
loomed.  But  like  cameras  in  the  coiut- 
room,  the  thi-eat  of  Presidential  in- 
volvement may  have  changed  the  way 
participants  behaved. 
EASY  OUT?  Union  som'ces  say  some 
Allied  Pilots  Assn.  (apa)  board  mem- 
bers rejected  a  final  compromise  craft- 
ed by  the  federal  mediator  precisely 
because  they  believed  thei-e  was  little 
risk  in  doing  so:  The  peb,  they  rea- 
soned, would  halt  a  strike  that  was 
going  to  be  costly  to  the  company  and 
to  pilots.  Union  boai'd  members  could 
avoid  the  carnage — and  escape  the 
heat  for  bringing  back  a  contract  that 
fell  short  of  demands  by  hard-liners  in 
then-  ranks.  "They  thought  Chnton 
would  save  their  bacon,"  ^^■■■■■■i 
says  one  union  leader 

American  also  had  rea- 
son to  hang  back.  Some 
labor  experts  believe  the 


ON  THE  GO:  Pilots  saw  little  risk  in  rejecting  a  pact 


to  the  compromises  that  they  were  so 
close  to  making.  The  thorniest  issue: 
the  union's  demand  that  only  apa  pi- 
lots fly  new  small  jets  that  American 
wants  to  add  to  amr  Eagle  Inc.,  its 
commuter-plane  operation.  Those  pi- 
lots are  represented  by  a  different 
union.  American  insists  that  it  can't 
operate  the  small  jets  economically 
outside  of  Eagle,  where  all  employees 
are  paid  less  than  at  American.  If  it 
doesn't  order  the  new  planes,  Ameri- 
can could  fall  behind  the  competition 
in  the  latest  airline  strategy:  using 
small  jets  to  serve  thinly  traveled 
routes. 

Some  union  negotiators  became 
convinced  that  American  wouldn't 


FALSE  ALARM? 

The  President  moved  to  avoid  a  transportation  crisis.  But 


yield  on  the  small-jet  issue — 
even  with  a  strike.  And  they 
weren't  likely  to  win  the  poin 
before  the  peb.  So  they  begai 
to  consider  other  job-security 
tactics,  including  setting  a  floe 
on  the  number  of  American  p 
lots.  That  idea  fi-oze  when  tb 
clock  ran  out.  But  since  Amer 
can  contends  that  the  small 
jets  would  strengthen  the  mai 
airline  and  it's  vrilling  to  in 
crease  restrictions  on  how 
they'd  be  used,  a  job-security 
compromise  should  be  close, 

As  the  Feb.  15  deadline 
loomed,  American  also  offered 
a  6.5%  raise  over  four'  years 
and  more  stock  options  up 
fi'ont.  That  was  short  of  apa's 
demands,  but  few  beheve  that 
the  pilots  would  strike  over  a 
pay-and-benefits  package  that's  the 
best  in  the  industry. 

Whether  American  can  avoid  an- 
other- 30-day  countdowni  to  a  strike  aJ 
ter'  the  peb  issues  its  r-eport  in  mid 
March  is  uncertain.  There's  a  risk  tha 
a  divided  union,  with  some  leader-s 
soon  facing  reelection,  will  only  frus- 
tr-ate  negotiations.  But  the  divisions 
could  help  American,  too.  Alr-eady, 
some  APA  board  members  say  they'll 
push  to  allow  the  membership  to  vote 
on  the  peb's  report.  They  and  the 
company  beheve  the  majority  of  pilots 
would  accept  a  compr-omise. 

But  there's  another-  thi-eat  that 
should  give  American  and  its  pilots 
pause  before  they  squander  the  60- 
day  cooling-off  period.  If 
they  can't  resolve  then* 
differences  in  that  time, 
CongT'ess  could  step  in 
and  legislate  a  solution. 


i 


.„  ^  ,          ,            American  and  its  pilots  seemed  close  to  a  deal.  ,       ,         ,  , 

au-hne  wrll  find  a  moi-e  fa-    Key  lawmakei-s  pushed 


vorable  forum  in  the  peb, 
which  American  lobbied 
so  hard  to  get.  Says  Bri- 
an A.  Mayhew,  chauTnan 
of  the  union's  negotiating 
committee:  "It  was  clear 
the  company  wasn't  going 
to  do  any  good-faith  bar- 
gaining." American  denies 
the  charge. 

The  trick  now  is  for 
the  two  sides  to  go  back 


PAY  AA  was  ready  to  sign  a  5.5%  raise,  up  from  the  5% 
tine  pilots  had  rejected.  Also,  it  offered  options  on  5  mil- 
lion shares,  priced  $10  below  market,  on  contract  signing. 

JOB  SECURITY  Company  is  prepared  to  put  more  restric- 
tions on  the  use  of  regional  jets  that  it  wants  flown  by  low- 
er-paid Eagle  pilots,  represented  by  a  different  union.  APA 
pilots  would  have  to  give  up  demand  to  fly  the  new  jets. 

WAGE  SCALE  Two-tier  wage  system  that  pays  new  hires 
less  than  vets  remains,  but  some  pilots  will  get  seniority 
credit  for  furlough  time.  Pilots  want  "B-scale"  phased  out. 


for-  the  President's  in- 
volvement, and  they 
could  act  again  to  avoid 
the  wr-ath  of  the  flying 
pubhc.  So  the  two  sides 
ought  to  find  a  deal  they 
can  Hve  with  before  they 
get  one  crammed  down 
their  thi'oats. 

Zellner  covers  trans- 
poHation  from  Dallas. 


L  Business  This  Week 


ED  BY  BILL  JAVETSKI 


TURE  CAPITALS 
N  POCKETS 

;  NO  mistake:  venture 
al  isn't  a  cottage  indus- 
nymore.  A  record  $9.5 
n  was  invested  in  some 
I  companies  in  1996 — $2 
n  more  than  in  1995, 
rding  to  a  survey 
sed  Feb.  21  by  Price 
•rhouse.  Not  surprising- 
here  was  a  sixfold 
ase  from  1995  in  money 
%  to  Internet-related 
)anies.  Silicon  Valley, 
h  invested  $571  million 
53  companies,  remains 
venture-capital  mecca. 
dght  other  U.  S.  regions 
ed  more  than  $100  mil- 
each  into  new  business- 
itill,  Price  Waterhouse 
IS  that  the  feverish  pace 
be  kept  up.  "The  rate  of 

IE  HOUSE  LOSES 

aid  Trump  is  rolling  snake 
.  again.  With  competition  for 
iblers  driving  up  the  cost  of 
notions — such  as  spending 
:omplimentary  bus  trips  and 
pons  for  Atlantic  City  casi- 
— Trump  Hotels  &  Casmo 
orts  Inc.  is  on  a  losing 
ak.  It  lost  nearly  $31  million 
le  fourth  quarter,  more  than 
times  1995's  fourth-quarter 
..  Analysts  had  predicted  a 
ht  profit.  The  purchase  of 
Tip  Taj  Mahal  and  Trump's 
tie  last  year  helped  boost 
!nues  nearly  fourfold,  to 
6.6  million.  But  cash  flow 
lined.  The  share  price,  at  9X 
-eb.  18,  has  tumbled  60% 
;e  Sept.  1. 
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growth  is  going  to  be  level- 
ing off,"  says  Kirk  Walden, 
director  of  the  survey. 


DOES  ONE  BIG  THRIFT 
DESERVE  ANOTHER? 

IS   H.  F.   AHMANSON   A  BANK 

trapped  in  a  thrift's  body? 
That  would  explain  why 
Ahmanson,  the  largest  U.S. 
thrift,  made  a  surprise  $6  bil- 
lion hostile  bid  for  its  Los 
Angeles  neighbor.  Great 
Western  Financial,  the 
nation's  second-largest.  If 
the  deal  goes  through  as 
expected,  the  superthrift  will 
have  a  portfolio  of  $92  billion 
in  assets,  most  of  them  in 
commodity  mortgage  loans. 
Its  consumer  banking  busi- 
ness would  be  as  big  as  that 
of  California's  third-largest 
bank,  Union  Bank.  Ahman- 
son figures  it  can  show  a  nice 
profit  gain  by  chopping  $400 
million  from  costs  after  the 
merger.  That  would  make  it 
one  of  the  few  thrifts  capable 
of  long-term  survival. 

MARRIOH:  SHOPPING 
IN  HONG  KONG 

THE  VACANCY  SIGN  AT  HONG 

Kong-based  Renaissance 
Hotels  International  came 
down  as  Marriott  Interna- 
tional outbid  three  other 
companies  for  the  150-hotel 
chain.  The  bill:  $947  million. 
The  bid  is  the  latest  in  a 
rapid  industry  consolida- 
tion— especially  among  full- 
service  hotels.  Hilton  Hotels 
is  pressing  its  $10.5  bilhon 
hostile  bid  for  Sheraton  par- 
ent ITT.  Other  acquisitions 
are  likely:  Marriott  is  said  to 
be  looking  at  other  proper- 
ties, while  chains  such  as 
Westin  may  be  on  the  block. 

OPEN  LINES  FOR  U.S. 
TELECOM  COMPANIES 

ALL  THAT  PRACTICE  MAY  PAY 
off  for  U.  S.  telecommunica- 
tions companies.  The  global 


HEADLINER:  FRANK  SALiZZONI 


O.K..  PRINT  UP  NEW  BUSINESS  CARDS 


Frank  Salizzoni's  resume 
needs  updating.  A  year 
ago,  the  former  president 
of  usAir  Inc.  was  just  a 
board  member  at 
H&R  Block.  Then 
the  top  spot  at 
Block  opened 
up,  and  Saliz- 
zoni  took  over 
as  president  and 
CEO.  Now,  he's 
got  the  same  titles 
at  CompuServe,  the 
No.  2  onhne  service  that's 
80%  owned  by  Block. 

The  CompuServe  job 
opened  up  when  51 -year- 
old  Robert  Massey  abrupt- 
ly resigned  after  less  than 
two  years  in  the  spot.  Offi 
dally,  Massey  stepped 
down  "to  pursue  other  in- 
terests." But  he  and  Saliz- 
zoni  clashed  over  Compu- 


Serve's turnai'ound  plan, 
sources  close  to  the  compa- 
ny say.  Massey  wanted  to 
spend  big  to  stop  losing 
ground  to  No.  1 
America  Onhne. 
Salizzoni  pre- 
tV'n-ed  returning 
( 'ompuServe  to 
l)rofitability  by 
pursuing  more 
modest  growth. 
Salizzoni  says 
Block  still  plans  to 
sell  its  CompuServe  stake 
once  the  service's  fortunes 
improve.  That  could  be 
tough  considering  the  slide 
in  the  shares  from  a  high 
of  38  last  year  to  WA  on 
Feb.  19.  It  would  also  help 
to  find  a  permanent  ceo  so 
he  can  shed  his  latest  title. 

By  Peter  Elstrom  and 
Peter  Galuszka 


pact  hammered  out  Feb.  15  at 
the  World  Ti'ade  Organization 
would  pry  open  overseas 
markets  previously  closed  to 
foreigners.  That  should  play 
to  the  hand  of  U.S.  compa- 
nies, which  already  operate  in 
the  biggest  deregulated  mar- 
ket. Nine  months  of  U.  S. 
prodding  helped  expand  the 
number  of  countries  in  the 
WTO  pact  from  33  to  55 — mar- 
kets accounting  for  95% 
of  world  telecom  revenues. 
Previously,  the  U.  S.  had 
access  to  only  17%  of  the  top 
20  markets. 


COMPUTER  ERROR 

AT  SGI  

SILICON  GRAPHICS  HAS  ADDED 

a  dicey  international  blunder 
to  recent  miscues.  On  Feb  18, 
CEO  Edward  McCracken 
admitted  "errors  in  judg- 
ment" by  not  asking  the 
"right  questions"  prior  to 
selling  four  computers  worth 
$650,000  to  a  renowned 


Russian  nuclear-warhead  lab. 
The  lab  claims  the  machines 
are  to  be  used  for  environ- 
mental research.  The  Com- 
merce Dept.  is  probing  to  see 
if  S(JI  violated  export  rules. 
Some  analysts  wonder  if  bot- 
tom-line woes  may  have  con- 
tributed to  SGI  taking  the 
Russian  claims  at  face  value. 
SGi's  share  price  has  fallen 
45%  since  mid-1995,  follow- 
ing parts  shortages,  late 
product  introductions,  and 
problems  integrating  Cray 
Research,  acquired  last  year. 

ETCETERA. .. 

■  Marco  Landi  resigned  as 
executive  vice-president  at 
Apple  Computer. 

■  Centennial  Technologies' 
CEO  was  arrested  and 
charged  with  stock  fraud. 

■  HealthSouth  agi'eed  to  buy 
Horizon/CMS  Healthcare  for 
$1.7  billion. 

■  Ford  Motor  sold  its  heavy- 
duty  truck  business  to  Daim- 
ler Benz. 


Bill  Dotter.  Your  best  pknt  mamger.  Winner  of  dozens  of  productivity 


it 


aimrds.  Real  team  player  His  team  is  50%  behind  its  goal. 

I  want  out. 


The  problems  that  box  in 
your  finest  people  aren't  always 
easy  to  see.Your  plant  may  be  capable 
of  producing,  but  C(.uild  the  underlving 
problem  be  a  lack  of  teamwork  with  your 
suppliers? 

To  understand  the  real  problems  and  find  real 
solutions,  come  to  Arthur  Andersen. 

Accomplished  Arthur  Andersen  business 
advisors,  applying  their  breakthrough,  one-of-a- 
kind  Global  Best  Practices''''  knowledge  base,  can 
expose  your  people  to  many  different  viewpoints. 
Tlie/ll  work  to  develop  insights  into  creahve  ways  to 
polish  performance  -  throughout  your  organization. 


Find  out  how  Arthur  Andersen  can 
help  build  teamwork  and  knock  down  walls 
that  keep  your  people  from  being  inventive, 
more  confident  -  and  reaching  your  company's 
goals.  Call  1-800-804-6620  or  visit  our  Web  site  at 
http://unouuvihiirmidcrsaicoiii/^bp. 

Global  Best  Practices''' 

Putting  Insight  Into  Practice^^ 


.Arthur 
Andersen 


©144(1  Arthur  Anderson,  Andersen  Worldwide  S(  .  All  rights  reserved. 
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FED  BY  OWEN  ULLMANN 


fHY  THE  GOFS  RIGHT  WING 
INDS  ITSELF  ADRIFT 


Dr  House  conservatives,  1997  is  starting  to  look  like  the 
endless  bummer.  Republican  revolutionaries'  woes  go  far 
beyond  the  precarious  standing  of  House  Speaker  Newt 
fi-ich  (R-Ga.).  In  rapid-fii-e  succession,  they've  seen  term- 
,  legislation  go  down,  failed  to  stop  a  bill  funding  inter- 
)nal  family  planning,  and  watched  helplessly  as  support 
t  balanced-budget  amendment  eroded.  Adiift  and  beset  by 
hting,  the  right  finds  itself  forced  to  respond  to  a  centrist 
ida  set  by  President  Clinton. 

onservative  activists  are  divided  about  how  to  regroup, 
e  say  Republicans  must  stress  such 
roversial  pohcies  as  opposition  to  racial 
erences  and  a  radical  shrinking  of  the 
ral  bureaucracy  to  differentiate  them- 
es from  the  Democrats.  But  others 
t  to  downplay  hot-button  issues  and 
3t  an  incremental  approach  more  in 
with  the  let's-make-a-deal  style  of  Sen- 
Majority  Leader  Trent  Lott  (R-Miss.) 
le  the  debate  rages,  the  House — which 
'e  the  national  agenda  two  years  ago — 
;legated  to  the  sidelines  and  the  party's 
erates  are  gaining  clout.  "House  con- 
atives  have  a  big  problem,  and  there's 
.pparent  solution,"  sighs  a  GOP  lobbyist. 
FAITH?  Increasingly,  conservatives  pin 
r  woes  on  Gingi-ich.  To  rehabilitate  his 
?e  after  his  ethics  reprimand,  the  Speaker  is  making 
lures  to  GOP  moderates  on  the  environment  and  affirm- 
i  action  and  even  reaching  out  to  Democratic  liberals.  Gin- 
h  infuriated  the  faithful  by  inviting  the  Reverend  Jesse 
cson  to  sit  in  the  Speaker's  box  during  Clinton's  Feb.  4 
e  of  the  Union  speech.  "The  Speaker  is  showing  a  lack  of 
1  in  his  convictions,"  says  conservative  fund-i'aiser  L. 
nt  Bozell  III.  Adds  gop  business  consultant  Ward  Con- 
y,  who  led  the  drive  to  end  affirmative  action  in  Califor- 
"He  has  to  remember  who  brought  him  to  the  dance." 


GINGRICH:  Twisting  in  the  wind 


Some  on  the  right  say  Gingrich  has  been  so  severely 
wounded  he'll  never  recover — and  the  gop  would  be  better  off 
with  a  new  leader  able  to  craft  and  sell  an  agenda.  "Newt  is 
a  millstone,"  says  one  gop  lawmaker.  In  fact,  many  Republi- 
cans privately  believe  Gingrich  will  be  pressured  to  step 
down  as  Speaker  by  the  end  of  his  term — if  not  sooner. 

Already,  uncertainty  about  Gingrich's  future  has  sparked 
jockeying  to  replace  him.  His  likely  successor.  House  Major- 
ity Leader  Dick  Ai-mey  of  Texas,  isn't  a  sure  bet.  Ai-mey's 
doctrinaire  consei-vatism  turns  off  moderates,  and  he  lacks  na- 
tional stature.  "He's  more  an  inside  orga- 
nizer," says  one  gop  operative.  So  if  Ging- 
rich quits  abruptly,  conservative  elder 
statesman  Representative  Henry  J.  Hyde 
(R-IU.)  may  be  drafted  as  interim  Speaker. 

While  Gingi-ich  twists  in  the  wind,  many 
consei^vatives  want  to  ditch  his  tread-softly 
approach.  On  Feb.  13,  nearly  70  House  gop 
conservatives  unveiled  a  hst  of  legislative 
priorities  that  includes  a  ban  on  late-teiTn 
abortions,  an  end  to  the  use  of  union  dues 
for  political  pmposes,  and  the  elimination  of 
racial  preferences  in  federal  contracts. 
"There's  a  void  out  there  in  the  leadership 
agenda.  We're  going  to  fill  it,"  vows  Rep- 
resentative Sam  Johnson  (R-Tex.). 

That's  a  long-shot  strategy,  given  the 
GOP's  own  rifts  and  sUm  21-vote  edge.  But  that  doesn't  both- 
er true  believers.  "Sometimes  it's  better  to  go  down  in  defeat 
and  define  yourself  positively  that  way,"  says  Bozell. 

The  leadei-sliip's  strategy  is  to  avoid  losing  causes  while  pil- 
ing up  legislative  gains  until  1998,  when  the  gop  hopes  to  cap- 
ture more  seats.  But  unless  they  patch  up  their  own  differ- 
ences and  rally  behind  an  agenda,  House  Republicans  may 
spend  the  next  two  years  as  bit  players  in  a  drama  scripted 
by  the  Wliite  House  and  the  Senate. 

By  Amy  Borrus,  with  Richard  S.  Duiihiim 


CAPITAL  WRAPUP 


.lENS' ADVOCATE 

Business  backers  of  current  legal- 
imigration  laws  are  cheered  that 
inator  Spencer  Abraham  (R-Mich.) 
is  replaced  retired  Alan  K.  Simpson 
;-Wyo.)  as  chairman  of  the  Senate 
idiciary  Committee's  immigration 
bcommittee.  Abraham,  whose 
andparents  emigrated  from 
sbanon,  is  an  outspoken  critic  of 
forts  to  limit  the  influx  of  legal 
iens.  They  have  been  a  critical 
lurce  of  hiring  for  many  high-tech 
'mpanies,  who  face  domestic  labor 


shortages.  Simpson  had  led  the  fight 
to  curb  legal  immigration,  but  now 
prospects  for  action  are  dim. 

THE  COHEN  PAYOFF 

►  The  Clinton  Administration  may 
reap  quick  dividends  from  the  appoint- 
ment of  Republican  Wilham  S.  Cohen 
as  Defense  Secretary.  He  favors  ratifi- 
cation of  a  global  chemical-weapons 
pact  and  a  delay  in  deploying  a  mis- 
sile-defense system.  Those  stands 
make  it  harder  for  Senate  gop  hard- 
liners to  block  the  pact  and  seek  swift 
deployment  of  the  defense  system. 


RUBIN  &  RUBIN? 

►  Vice-President  Al  Gore  may  soon 
be  turning  regularly  to  Bob  Rubin  for 
economic  advice.  No,  not  Ti'easury 
Secretary  Robert  E.  Rubin  but  Wall 
Street  financier  Robert  M.  Rubin, 
executive  vice-president  of  aig  Trad- 
ing Group  Inc.  in  Greenwich,  Conn.,  a 
unit  of  the  financial-services  giant 
aig.  Rubin  No.  2,  who  gave  the  Demo- 
cratic National  Committee  $100,000 
last  year,  declines  to  respond  to  word 
by  Administration  insiders  that  he'll 
be  joining  the  Veep's  staff. 
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International  Business 


FRANCE 


NO  STRENGTH, 
NO  GLORY 


A  weak  economy 
saps  Chirac's  drive 
to  restore  Gallic 
prestige  abroad 

French  President  Jacques  Chirac 
would  like  nothing  better  than  to 
go  down  in  histoiy  as  the  father  of 
a  new  era  of  Eui'opean  foreign  pol- 
icy— one  with  a  distinctly  French  flavoi\ 
To  stake  his  claim,  the  energetic  leafier  is 
working  overtime  to  raise  France's  voice 
in  international  affairs.  In  a  flurry  of 


diplomatic  missions  over  the  past  18 
months,  Chirac  has  been  popping  up  in 
Middle  East  crisis  zones,  elbowing  into 
the  dialogue  between  Russia  and  NATO, 
and  pushing  Eastern  Eui'ope's  entry  to 
the  European  Union.  "We  want  to  be 
like  a  motor  for  creating  a  European 
foreign  policy,"  a  senior  aide  to  Chirac 
told  BUSINESS  WEEK  in  a  recent  inter- 
view at  the  presidential  palace. 

Understandably,  Chirac  is  eager  to 
restore  the  power  and  position  that 
France  lost  in  the  wake  of  Gennan  uni- 
fication. Putting  a  French  stamp  on  21st 
century  European  foreign  policy  would 
go  a  long  way  toward  alleviating  the 
post-cold-war  identity  crisis  that  has 
:  ilagued  France  for  six  years. 


But  Chirac's  strategy  could  ha' 
With  the  French  economy  in  thi 
drums,  unemployment  near  13*^^; . 
parliamentary  elections  approach  i  i '> : 
1998,  Chirac  urgently  needs  to 
up  his  popularity.  And  voters  ca; 
moi-e  about  their  jobs  and  incomes 
about  France's  role  on  the  world  - 

Indeed,  Chirac's  foreign  policy  I'm 
may  be  putting  the  call  before  the  Im- 
distracting  liim  fi-om  lu-gent  problem 
home.  As  campaign  staffers  for 
President  Bill  Clinton  reminded  oi 
other  before  Clinton  swept  George  i> 
out  of  the  Oval  Office  in  1992:  "It's 
economy,  stupid."  The  French  Presid 
seems  to  forget  that  without  econo 
strength,  his  countiy  is  unlikely  to  g 
political  clout.  "A  weak  France  will 
be  able  to  lead  Eui'ope,"  says  Dominit 
Moisi,  deputy  director  of  the  French 
stitute  of  International  Ptelations  in  Pa 
WAXING  ELOQUENT.  That  partly  expls 
why  Chirac's  diplomatic  initiatives  hi 
stirred  irritation  in  world  capiti 
France's  declining  economy  underc 
its  urge  to  play  kingmaker  in  Europ( 
affairs.  For  instance,  on  her  first  toui 
Europe's  capitals  this  week,  ne\ 
confirmed  U.  S.  Secretary  of  Sti 
Madeleine  K.  Albright  gave  short  sh; 
to  several  French  proposals. 

She  brushed  aside  the  Russian  id 
backed  by  France,  for  a  "four-plus-oi 
summit  meeting  in  April  of  the  U. 
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atiDlif!.^iriol  Chirac's 
ts  to  play  kingmaker  in 
pe  were  given  short  shrift 
,S.  Secretary  Albright 


naiiy,  France,  Britain,  and  Russia 
jsolve  Russian  objections  to  the  en- 
ement  of  NATO.  Instead,  on  Feb.  18, 
oiTered  an  alternative  proposal  to 
ite  a  joint  NATO-Russia  military 
ade.  Albright  also  ignored  France's 
ent  bid  to  include  Romania,  a  coun- 
it  considers  within  its  sphere  of  in- 
ice,  in  the  first  wave  of  new  coun- 
5  added  to  NATO. 

y  contrast,  Albright  tacitly  ac- 
ivledged  America's  reUance  on  Ger- 
y  as  its  key  Eui'opean  paitner.  In  a 
fiinute  conversation  with  Chii*ac,  Al- 
ht  spoke  "nearly  fluent  French,"  ac- 
ling  to  an  aide  who  was  present,  but 
I't  go  into  detail  on  any  key  topic, 
in  her  arrival  in  Bonn,  however,  she 
:ed  eloquent  about  the  special  rela- 

CHIRAC  IS  TARGETING 
FOREIGN  POLICY... 

Brought  France  into  the  Mideast 
lace  talks  last  year  by  brokering 
I  Israel-Lebanon  ceasefire 

Backed  "four-plus-one"  summit 
itween  Allied  powers  and  Russia 
I  NATO  enlargement 

Insists  the  European  Union 
lould  include  Poland,  Hungary, 
id  the  Czech  Republic  by  2000 


tionship  between  the  U.  S.  and  Ger- 
many and  set  to  work  with  Chan- 
cellor Helmut  Kohl's  team  on  the 
details  of  a  strategy  to  win  Russian 
approval  for  adding  at  least  Hun- 
gary, Poland,  and  the  Czech  Repub- 
lic to  NATO  before  a  July  8  summit 
meeting. 

Even  France's  European  part- 
ners are  less  than  enthusiastic 
about  Chirac's  initiatives,  complain- 
ing that  he  often  passes  off  French 
national  interests  as  European.  Pa- 
tronage of  francophone  Romania  is 
one  example.  "Chirac  claims  to 
speak  for  Europe,  but  clearly  he's 
speaking  for  France.  He's  running 
ahead  of  European  partners  with- 
out their  backing,"  says  Heather 
Grabbe,  an  analyst  at  the  Royal  In- 
stitute of  International  Af- 
fairs in  London. 

German  officials,  even 
when  annoyed,  tend  to  toler- 
ate France's  grandstanding. 
That's  because  they  need 
French  cooperation  to  contin- 
ue making  progress  toward 
the  shared  goal  of  greater 
Eiu'opean  economic  unity.  But 
Germany's  acquiescence  goes 
only  so  far.  When  it  comes  to  the 
French  urge  to  shrink  the  role  of  the 
U.  S.  in  Europe,  Bonn  balks.  France 
has  proposed  that  the  U.  S.  cede  a  num- 
ber of  its  command  posts  within  nato, 
especially  in  the  Mediterranean.  "The 
German  priority  is  that  the  U.  S.  re- 
main in  Europe,"  says  Werner  Kalte- 
fleiter,  of  the  Institute  for  Security 
Studies  in  Kiel. 

Washington  officials  say  it's  unthink- 
able that  anyone  but  an  American  com- 
mand the  U.  S.  Sixth  Fleet  in  the 
Mediterranean.  France  now  says  it  in- 
tended only  to  propose  an  integrated 
French,  Spanish,  and  Italian  naval  fleet 
under  Eiu'opean  command.  The  idea  of  a 
European  fleet  is  "crazy,"  says  Kalte- 
fleiter.  "What's  it  worth  without  the 


Americans?"  French  aides  say  Chirac 
may  go  back  on  his  pledge  to  integrate 
France's  military  into  nato  unless  the 
U.  S.  accepts  an  independent  European 
command  in  the  Mediterranean.  But 
most  expect  France  to  find  other  con- 
cessions that  will  allow  it  to  join  NATO's 
mihtary  command  this  year. 

In  some  cases,  France's  unilateral  ini- 
tiatives have  served  a  greater  Euro- 
pean purpose.  The  difficulty  of  getting 
all  15  members  of  the  European  Union 
to  agi'ee  on  anything  means  that  each 
time  they  can  rally  around  an  issue,  the 
EU  takes  another  step  toward  its  long- 
term  goal  of  political  unity.  For  example, 
French  officials  point  out  that  Chirac's 
meddling  in  the  Middle  East  peace 
process  last  year  led  to  the  appoint- 
ment of  an  EU  representative  to  the  re- 
gion. French  shuttle  diplomacy  follovdng 
an  outbreak  of  violence  on  the  Israeli- 
Lebanese  border  last  May  infuriated 
U.  S.  Secretaiy  of  State  WaiTen  Christo- 
pher, but  it  led  to  the  creation  of  a  five- 
country  surveillance  committee  to  mon- 
itor a  ceasefire,  co-chaired  by  the 
French  and  the  Americans. 
STALEMATE.  Yet  even  if  such  coups  raise 
France's  global  political  profile,  Chirac 
may  be  fiddling  while  Paris  bums.  Al- 
though French  Presidents  traditionally 
leave  domestic  policy  to  their  Prime 
Ministers,  Chirac's  beleaguered  Prime 
Minister,  Alain  .Juppe,  has  made  little 
headway  with  urgently  needed  econom- 
ic reforms.  Efforts  to  restructure  the 
social  security  system  have  failed,  state- 
ovmed  companies  continue  to  bleed  mon- 
ey, and  panicked  workers  are  stepping 
up  strikes  and  boycotts. 

The  stalemate  requires  an  all-out 
campaign  to  persuade  workers  that 
deregulation,  privatization,  and  compe- 
tition wiU  create  jobs,  not  destroy  them. 
Only  by  thi'owing  his  energies  into  eco- 
nomic growth  will  Chirac  build  a 
stronger  France  and  get  the  worldwide 
respect  he  craves. 

By  Gail  Edmondson  in  Paris 


...AS  FRANCE'S  ECONOMY 
WORSENS 

^       ►  steadily  climbing  unemployment 
^^Ufk    could  hit  13%  this  summer 

'jj^^^V  ►  Workers  agitate  to  raise  benefits 
ll^^^^h    and  add  to  job  protection,  but  the 

^^I^P^    social  security  system  is  bankrupt 

►  State-owned  companies  still  bleed 
^1    billions  of  dollars,  while  efforts  to 
privatize  them  have  stalled 

"  '  ~  S^^'NESS  WEEK 
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International  Business 


GERMANY 


RIVALS  ARE  BUZZING 
ALL  AROUND  LUFTHANSA 

European  deregulation  makes  it  vulnerable 


When  Frederick  Reid  takes  the 
controls  at  Lufthansa  on  Apr.  1, 
he  had  better  strap  in  for  a 
rough  ride.  Reid,  the  first  American 
ever  to  h.  ad  a  non-U.  S.  air  earner,  will 
fly  straight  into  the  final  phase  of  Eu- 
rope-wide airline  deregulation,  due  to 
kick  off  the  same  day.  For  the  first 
time  in  its  72-year  history,  Germany's 
flagship  carrier  will  have  to  compete 
on  even  terms  with  rivals  from  upstart 
discounters  to  huge  foreign  airlines.  At 
the  same  time,  Reid  may  face  strikes 
by  Lufthansa  pilots  unhappy  with  the 
airline's  cost-cutting  plans. 

Chief  Executive  -Jiirgen  Weber  on 
Feb.  10  picked  the  46-year-old  Reid,  an 
American  Airlines  Inc.  veteran  whose 
first  Lufthansa  job  was  running  its 
North  and  South  American  operations, 
to  head  its  passenger  business.  His  new 
mandate  as  president  and  chief  operating 
officer:  to  cut  costs  further  and  stream- 
line decision-making.  Just  five  days  ear- 
lier, the  company  had  announced  the 
next  step  in  an  ongoing  management 
restructuring.  The  new  reorganization 
will  sweep  away  a  layer  of  middle  man- 
agement and  allow  Lufthansa  to  respond 
more  swiftly  to  changes  such  as  price 
cuts  by  competitors. 
TARGET.  Frankfurt-based  Lufthansa  has 
made  great  strides  in  reducing  costs  in 
recent  yeai's.  But  Reid  knows  the  aii'line 
must  redouble  its  efforts  or  risk  losing 
business  in  Eiu-ope's  biggest,  richest  do- 
mestic market.  With  competition  wide 
open,  the  downward  spii'al  of  fares  that 
has  already  begim  will 
only  accelerate.  Low- 
cost,  no-frills  lines  such 
as  Britain's  Debonair 
Airways  could  grab 
hordes  of  Lufthansa 
customers.  "This  com- 
pany has  one  more  op- 
portunity left  to  change 
fundamentally  or  go 
down  the  drain,"  warns 
one  airline  consultant. 

Germany  is  a  juicy 
target  for  rival  airlines. 
Analysts  estimate  that 
fares  are  up  to  20% 
higher  than  the  Euro- 
pean   average.  Luft- 


WOES  GALORE 

Lufthansa  faces  labor 
troubles  as  well  as 
low-cost  upstarts  and 
foreign  giants 


HOW  LUFTHANSA'S 
COSTS  STACK  UP 


0       4        8       12      16  20 
►  CENTS  PER  PASSENGER  KILOMETER 
DATA:  BZW 


hansa,  which  has  a 
lock  on  some  domes- 
tic routes,  has  been 
able  to  charge  its 
passengers  premium 
fares.  In  January, 
Germany's  federal 
antitrust  office  ac- 
cused Lufthansa  of 
gouging  customers 
on  the  Frankfurt  to 
Berlin  route,  which 
it  dominates.  Busi- 
ness travelers  pay 
$470  round-trip,  vs. 
$380  on  such  longer 
routes  as  Cologne  to 
Berlin,  where  Luft- 
hansa has  competi- 
tion. No  final  mling 
has  been  made. 

Already,  major 
competitors  such  as 
British  Airways  PLC 
are  trying  to  siphon 
off  Lufthansa  passengers.  For  instance, 
BA  offei's  restricted  fares  as  low  as  $130 
round-trip  from  Hamburg  to  its  Lon- 
don hub,  which  Lufthansa  has  now 
matched.  Since  ba's  costs  ai"e  25%  lower 
than  Lufthansa's  (chart),  it  can  better 
afford  such  price  wars.  Indeed, 
Lufthansa  last  fall  warned  that  tougher 
competition  would  squeeze  1996  profits 
below  the  $500  million  earned  in  1995. 
To  fight  back,  Lufthansa  is  negotiating 
to  expand  its  alliance  with  United  Au- 
lines  to  include  other  global  carriers, 
such  as  Air  Canada 
or  Thai  International 
Airways. 

Cut-rate  upstarts 
are  likely  to  pose  a 
bigger  threat  to 
Lufthansa  than  the  gi- 
ant carriers.  Already, 
Nuremberg-based  Eu- 
rowings  charges  $250 
to  fly  full-fare  economy 
class  from  Cologne  to 
Nuremberg,  vs.  $414 
on  Lufthansa.  As  the 
little  guys  expand  in 
the  wake  of  deregula- 
tion, Lufthansa  will  be 
squeezed. 


Discount  operators  ex' 
short  hops,  where  passenj 
care   less  about  service. 
Lufthansa  is  trying  to  shift  r 
short-haul  business  to  franchi 
and  partners  such  as  Augsl 
Airways  and  Contact  Air.  1 
fly  under  the  name  Team  Luftha 
but  their  operating  costs  are  up  to 
an  hour  below  Lufthansa's,  estim 
Uwe  Weim'eich,  aviation  analyst  at 
Bank  in  Frankfurt. 
EARLY  VOTE.  To  trim  costs  on  its 
flights,  Lufthansa  is  trying  to 
wages  down  and  boost  productivity, 
the  pilots'  union,  dag,  has  balkec 
the  1.5%  annual  pay  hike  agi-eed  to 
fall  by  ground  and  cabin  crews.  The 
lots  are  expected  to  approve  a  striki 
voting  that  wraps  up  on  Feb.  25.  D 
chief  negotiator,  Michael  Tarp,  is  fij 
ing  for  a  bigger  pay  hike  and  to  sh 
en  the  contract  to  12  months.  He  s 
pilots  worry  that  Lufthansa  would  u.'- 
longer  contract  to  farm  out  more  w 
to  lower-cost  franchisees,  because  G 
man  unions  can't  strike  in  the  middk 
a  contract  period. 

A  strike  could  come  as  early  as  F 
26.  Industry  experts  are  betting  t 
Luftliansa  will  compromise  rather  tl 
provoke  a  long  strike  that  would  all 
rivals  to  swoop  in.  But  company  ne 
tiatoi-s  had  better  squeeze  out  some  p 
ductivity  gains  in  return.  Otherwi 
Reid  will  have  less  chance  to  surv 
the  looming  dogfight. 

By  David  Woodruff  in  Bo 
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We  get  a  second 

OPINION 

on  everything. 
Including  the 

VALUE  of  a 

second  opinion. 


Teamwork  works.  Im  <i  recent  study  conducted  by' 
Bloomberg  Prrsonal  magazine,  mutual  funds  run  by 
-  ■ , :  -  multiple  managers  were  shown  to  be  better  than  those 
run  by  only  one.  Why?  One  reason:  "(Thams)  are 
more  likely  to  have  a  disciplined  method  for 
■  "  V  ',  investing."  After  all,  individual  managers  don't  have' 

. -  V  the  same  accountability  when  it  conies  to  keeping  a 

'    -  ^  "  fund  within  its  classification.  Tvns  can  lead  to 

impulsive  btiying  and  selling  and,  ultimately,  whac^ 
the  industry  calls  "style  drift."  Pius  what  happens 
to  a  fiind  that's  individually  managed  when  that  one 
.  -  :  "  manager  goes  on  vacation?  Or  leaves?  That's  wiry 
at  Putnam,  we  have  teams  of  managers,  analysts,  and 
•     ,  -  •  .   ■ strategists. It  ensures  that  the  necessary  checks  and 

■  -        .  ■  /•  balances  are  always  in  place  to  keep  a  fund  consistent 

-  •■    ■  i(vitli  its  goals.  And  that  our  funds  benefit  fi  om  a  mix  ' 

of  different  skills,  experiences,  and  points  of  view. 
It's  somethtngweVe  learned  from  our  60  yearis  of 
..  .  experience  in  the  business.  And  in- facEv  with  "almost 

seven  million  indfvidiial  investors,  we've  got  more  than 
.       ..  just  a  second  opinion  on  our  side.  . 

A     T  t  M  B  -  Vt  O.  N  O  R  B  D     T  R  a  O  1  T  "r  O  '  N     I  N      M  O  N  E  Y      M  A  W  A  C  t5  M  E  N  T' 


INVESTMENTS 


BOSTOW'LONOON'TORYrt 


ilBlliininiiaimmiiiiiiiiinminintiiiiiiiniiiiiiiiim 

-For nwreinfomution about. thfPOmamFaniityofFuRdSjincliiding invest™ 
_   prospectus  carefully  before  yon  invest  brsend  money-.  Source.'Bloombei^Penonal  magazirve,  November/December  1996;  Pumam-MutuaJ  Funds  C'^v  S^ejTiber,  NASD  ;  ^ 


International  Business 


JAPAN 


WHO'S  MESSING 
WITH  THE  MARKET? 

A  stock  dispute  spotlights  the  pitfalls  of  Japanese  trading 


Hiroshi  Teramachi  is  well  known 
around  Tokyo  as  chairman  of  thk 
Co.,  the  patriarch  of  one  of  Japan's 
richest  industrial  families,  and  a  high- 
stakes  investor  in  everything  from  Chi- 
nese medicine  to  knitting  machineiy  So 
nobody  lifted  an  eyebrow  when  a  caller 
named  Utsugi  phoned  Compagnie  Fi- 
nanciere  de  Paribas'  Tokyo  asset-man- 
agement unit  late  last  year  and  said 
Teramachi  wanted  to  buy  856,000  shai-es 
in  a  small  auto-parts  maker,  tdf  Corp. 
Nor  did  any  alarm  bells  sound  when 
Nomura  Securities  Co.  received  a  buy 
order  from  Teramachi's  company  for  1.7 
million  more  shares  of  tdf  on  Jan.  17. 
Nomura,  after  all,  was  thk's  under- 
writer, and  it's  not  imcommon  for  clients 
to  put  in  big  orders  by  phone  and  see 
them  executed  immediately. 

Now  everybody  is  running  for  cover. 


9 


TERAMACHI:  THK'S  chairman  denies 
making  $85  million  in  buy  orders 


Teramachi,  72,  whose  company 
precision  bearings,  denies  havinga 
proved  the  $85  milhon  worth  of  oi 
and  refuses  to  accept  the  shares, 
the  status  of  the  trades  unclear,  i 
shares  have  plummeted  85%  on 
over-the-counter  market  (chart) 
ing  Nomui'a  and  Paribas  with  conr 
losses  of  as  much  as  $72  million  if 
get  stuck  with  the  stock.  "We  ft  ' 
are  the  victims  of  a  lai-ge  manipul. 
says  a  Paribas  spokesman  in  Pan 
Nomura  spokesman  says  only  that  \ 
firm  is  having  a  dispute  with  an  uni 
tified  client  and  is  mulling  legal  actii 
recover  any  losses.  "Nobody  knov  - 
truth,"  says  Noriko  Takahashi,  an 
lyst  at  UBS  Secuiities  Ltd.  who  has 
following  the  dispute. 
FROWNED  ON.  The  incident  is  in 
the  public  a  rare  glimpse  of  how  : 
shares  of  small,  thinly  traded  cni 
nies  such  as  tdf  can  be  easily  mm 
lated  by  speculators.  One  Western 
manager  and  the  Japanese  busii 
magazine  Zaikai  claim  that  tdi- 
the  target  of  a  trading  techn 
known  as  "catch  ball."  In  this  i 
which  is  frowned  upon  but  isn' 
gal,  members  of  a  ring  buy  am 
stakes  of  a  company  among  themsi 


ive  up  its  share  price.  Then  they 

lut,  leaving  unsuspecting  investors 

ng  the  stock  as  it  falls.  The  re- 
may  explain  why  even  in  a  falling 

;et,  the  automobile  parts  compa- 

5hares  soared  more  than  1,000%  in 

1996  and  early  this  year  before 
finally  plummeted  back  to  earth. 

hether  Teramachi 

slf  played  any  role 

5  gyrations  of  tdf's 

;  is  unknovm.  Ac- 

ng  to  one  market 

ir,  the  industrialist 
even  have  been 

le-crossed  by  an- 

r  speculator  who 

d  the  buy  orders 

aribas  and  Nomu- 

ithout  his  knowl- 

.  Teramachi  could 

16  reached  for  com- 

.  But  he  has  told 

nese  newspapers 

he  didn't  order  any 

stock — and  doesn't  know  who  did. 

company  also  maintains  that  all  it 

A^as  give  Paribas  Asset  Manage- 
Japan  Ltd.  $24  million  to  buy  Ital- 

)onds  on  Nov.  20,  only  to  see  its 

est  canceled  in  writing  by  Utsugi 

changed  into  an  order  for  shares 

IF. 

;sugi's  first  name  and  whereabouts 


TDFS  RISE- 
AND  SUDDEN  FALL 


have  not  been  revealed.  But  thk  says 
his  cancellation  notice  did  not  bear 
Teramachi's  official  seal,  and  it  is  de- 
manding its  $24  million  back.  Paribas, 
meanwhile,  says  the  president  of  its 
Japanese  asset-management  unit,  Kazu- 
ki  Adachi,  stepped  down  in  January. 
Paribas  maintains  that  Adachi  handled 
the  purported  thk  or- 
ders personally,  by- 
passing the  company's 
internal  controls.  He 
could  not  be  reached 
for  comment. 
SOY  BET.  Teramachi 
has  been  in  hot  water 
with  investors  before 
for  making  market  bets 
that  have  gone  awry. 
Before    he  assumed 
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The  incident 
gives  the  public 
a  rare  glimpse  of  how 
shares  of  small,  thinly 
traded  companies  can 
be  easily  manipulated 


control  of  thk,  which  he  took  public  in 
1989,  Teramachi  ran  Nippon  Thompson 
Co.,  a  manufacturer  of  industrial  bear- 
ings that  he  founded  in  the  1950s.  In 
1969,  Nippon  Thompson  invested  in  the 
soybean  and  silk  markets,  only  to  come 
out  a  big  loser.  A  year  later,  stock- 
holders forced  Teramachi  to  cover  the 
losses  by  selling  his  controlling  stake  in 
the  company. 

Last  year,  Teramachi  raised  $180 
million  from  investors.  He  plowed  much 
of  the  cash  into  Japanese  stocks  and 
Nikkei  index  funds.  With  the  Tokyo 
market  down  12%  since  thk  made  the 
moves  last  September,  the  company  is 
sitting  on  $24  million  in  paper  losses, 
says  UBS's  Takahashi.  thk's  shares  have 
fallen  a  third  from  last  year's  highs,  to 
$8.90  apiece,  as  concerns  mount  that 
it  might  sell  its  stakes  in  several 
other  companies  to  pay  for  trad- 
ing losses. 

On  Jan.  27,  thk  announced  that 
Teramachi  had  resigned  and  that 
his  son,  Akihiro,  had  taken  over 
as  president.  That  did  little  to 
calm  investors'  nerves.  Unless 
thk  settles  its  arguments  with 
Nomura  and  Paribas  soon,  things 
could  get  even  nastier  for  the 
Teramachi  clan. 

By  Brian  Bremner  in  Tokyo, 
with  Mia  Trinephi  in  Paris 


Pacific  Coast  Feather  Company  puts  customers'  orders  to  bed  40%  earlier. 

cific  Coast  Feather  Company,  a  small  family-owned  firm  in  Seattle,  they 
producing  so  many  down  comforters  and  pillows,  things  were  starting 
:  a  little  uncomfortable.  So  they  called  SAP  to  help  them  keep  up. 
SAP's  R/3  software,  they  decreased  their  order  turnarounci 
by  40%  and  integrated  all  eight  of  their  manufacturing 
s.  N(iw,  with  communications  open,  they're  able 
ick  an  order  from  start  to  finish,  do  more 
ess  with  less  inventory  on  hand  and  know 
xact  amount  of  raw  materials  they 
.With  R/3,  It  seems  the  experts 
Iping  people  sleep  better, 
eeping  better  themselves. 


Tiore  information, 
IS  at  http://www. 
3m.  Or  call 
)-283- 


S7i'  ^WA  Better  R 


Return  On  Injorinatioiu 
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Lternational  Outlook 


TED  BY  JOHN  TEMPLEMAN 


ORTH  KOREA'S  BIHER  CHOICE: 
AMINE  OR  FOREIGN  AID 


Ihe  immediate  diplomatic  crisis  triggered  by  the  defection 
of  Hwang  Jang  Yop,  74,  secretary  of  the  North  Korean 
Workers'  Party,  is  over.  Pressured  by  China  and  driven 

its  desperate  need  for  food  aid,  Pyongyang  abruptly  lifted 

bizarre  vigil  outside  the  South  Korean  Embassy  com- 

nd  in  Beijing  and  decided  on  Feb.  17  to  let  Hwang  go. 

Vashington  and  Seoul  are  salivating  over  the  inside  knowl- 

e  they  can  now  glean  about  the  world's  most  secretive 

ime.  They  are  keen  to  keep  food  and  energy  aid  flowing. 

i  they  hope  that  fom-paity  talks  to  stabilize 
Korean  peninsula,  where  37,000  U.  S.  sol- 
's are  based,  can  begin. 

5ut  any  expectations  for  business  as  usual 

he  North  may  be  ill-founded.  The  political 
economic  situation  is  worsening  by  the 

.  Hwang's  defection  may  widen  the  split  be- 

•en  hardliners  and  reformers  in  Pyongyang 
could  spark  purges  of  the  reformers.  The 

"th's  food  crisis  also  threatens  the  July  8  m- 

;uration  of  Kim  Jong  II  as  head  of  state 

1  Secretary-General  of  the  Workers'  Party. 

n  is  required  by  custom  to  provide  rice 

I  gifts  to  the  people.  If  his  inauguration  is 

tponed,  "there  will  be  a  leadership  crisis,"  KIM:  He  can't 

rns  Masao  Okonogi,  political  science  pro 

3or  at  Tokyo's  Keio  University. 

iwang,  architect  of  the  North's  policy  of  juche,  or  extreme 
-reliance,  was  a  close  adviser  to  strongman  Kim  II  Sung, 
a  died  in  1994.  But  Hwang-'s  influence  waned  as  Kim  Jong  II 
k  over  from  his  father,  strengthened  ties  with  the  military, 
I  dovmplayed  the  jwhe  ideology.  Although  he  was  no  longer 
t  of  the  power  elite,  Hwang's  defection  puts  refonnei-s,  who 
or  swift  diplomatic  and  economic  opening  to  the  West, 
ler  a  cloud.  Many  are  likely  to  be  marginalized  or  purged, 
r  their  part,  hardliners  fear  that  Chinese-style  economic 
orms,  backed  by  North  Korea's  refonners,  could  under- 
ne  the  regime's  authority.  If  hardliners  gain  complete 


afford  to  be 
inaugurated  e^npty -handed 


control,  the  North's  economic  decline  will  speed  up. 

Famine  is,  however,  the  biggest  threat  to  the  regime. 
Devastating  floods  in  1995  and  1996  wiped  out  or  badly  dam- 
aged nearly  1  million  acres,  or  20%,  of  the  North's  farming 
land,  according  to  the  World  Food  Program  (wfp).  As  a  re- 
sult, the  country  lacks  half  the  5.4  million  tons  of  cereal  it 
needs  this  year.  The  government  has  cut  rice  rations  to 
about  half  a  bowl  a  day.  Edible  roots  and  livestock  have  be- 
come scarce.  Even  members  of  the  elite  are  gTowing  thin. 

People,  starting  with  children,  will  likely  soon 
begin  to  die  in  massive  numbers. 
GUERRILLA  WAR?  Promises  of  food  aid  are 
gi-owing,  but  not  fast  enough.  U.  S.  and  Japan- 
ese pledges  totaling  over  $10  miUion  are  a  siz- 
able slice  of  WFP's  $40  million  goal  for  North 
Korea.  But  the  coimtiy  needs  10  times  as  much, 
says  Stephen  Linton,  chaimian  of  the  Eugene 
Bell  Foundation,  which  channels  aid  there. 

The  political  danger  will  peak  in  March  and 
April.  By  then,  it  will  be  apparent  whether 
food  aid  will  amve  in  time  for  Kim's  inaugu- 
ration. "[If  not,]  there's  a  60%  chance  the  mil- 
itary could  start  a  guen-illa  war  in  the  South," 
warns  Katsumi  Sato,  president  of  the  Mod- 
ern Korea  Institute  in  Tokyo. 

The  North  certainly  has  the  cajjability  to 
mount  a  terrorist  campaign  in  the  South.  Before  his  defection, 
Hwang  had  revealed  that  the  North  has  50,000  agents  in  the 
South,  far  more  than  the  South  had  publicly  estimated.  And 
on  Feb.  15,  another  prominent  defector  was  shot  by  sus- 
pected North  Korean  agents  in  suburban  Seoul. 

The  North's  leaders  know  they  need  foreign  help  to  stay  in 
power  But  they  also  fear  that  fiulher  opening  will  lead  to 
chaos  and  collapse.  Hwang's  defection  has  only  sharpened 
their  dilemma. 

By  Steven  V.  Brull  in  Tokyo,  with 
Sheri  P)-asso  in  New  York 


GLOBAL  WRAPUP 


NOTHER  FRENCH  BAILOUH 

France's  biggest  bank,  Credit  Lyon- 
ais,  has  its  begging  bowl  out  again, 
'his  time,  the  state-owned  bank 
;ants  the  government  to  stump  up 
3.5  billion  more  or  so  of  aid.  As  with 
wo  previous  handouts,  totaling  near- 
y  $9  biUion,  the  bank  says  it  needs 
ash  in  order  to  prepare  itself  for 
privatization. 

Even  if  French  taxpayers  haven't 
3st  patience.  Credit  Lyonnais'  rivals 
i.ave.  Last  year,  German  bankers 
tarted  muttering  about  unfair  compe- 


tition and  the  need  for  a  level  playing 
field.  Now,  a  French  bank  is  doing 
something  about  it.  Societe  Generale 
President  Marc  Vienot  says  he  will  file 
a  complaint  with  the  European  Court 
of  Justice  against  the  Eui'opean  Com- 
mission's authorization  for  the  French 
government  to  pump  $685  miUion  into 
Credit  Lyonnais  last  December 

A  SETBACK  FOR  MEXICO 

►  Mexico's  drug  czar.  General  Jesus 
Gutierrez  Rebollo,  was  fired  on  Feb. 
18  after  just  72  days  in  the  job.  Mexi- 
can legal  authorities  allege  that  he 


was  in  the  pay  of  drug  cartel  overlord 
Amado  Carrillo  Fuentes.  Although  he 
denies  it,  Gutierrez  is  alleged  to  have 
used  his  post  as  commissioner  of  the 
National  Institute  to  Fight  Drugs  to 
favor  Carrillo's  cartel  by  harassing  its 
rival  cartels.  Gutierrez'  dismissal 
comes  as  a  severe  blow  to  the  mili- 
tary, reputedly  the  least  corrupt  of 
the  nation's  institutions.  And  it  could 
prove  costly  for  Mexico.  In  two 
weeks,  the  U.S.  will  be  certifying 
countries  for  aid  based  on  the  vigor  of 
their  individual  battles  against  the 
drug  trade. 
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Sports  Business 


NEW  VENTURES 


A  LOT  OF  LEAGUES 
OF  THEIR  OWN 

Corporate  America  spies  the  future:  Women's  team  sports 


The  SuperShow  is  always  a  zoo. 
More  than  3,000  companies  and 
110,000  people  jam  the  world's 
largest  sports-products  trade  show 
in  Atlanta  every  Febniary.  But  this  year, 
there  was  a  new  rea.son  to  elbow:  women 
athletes.  Hunch-eds  pushed  to  get  a  peek 
as  Reebok's  Ragin  athletic  shoe,  endoi-sed 
by  American  Basketball 
League  (abl)  star  Saudia 
Roundtree,  was  unveiled. 
And  there  was  a  major 
cr-ush  to  spot  hot  hoopsters 
Lisa  Leslie  and  Sheryl 
Swoopes  when  Nike  an- 
nounced a  five-year  deal 
with  the  Women's  National 
Basketball  Assn.  (WNBA). 

It's  the  girls'  turn  to 
score,  and  Corporate  Amer- 
ica is  taking  notice.  With 
four  new  women's  pro 
leagues  formed  since  last 
summer's  Olympics  (includ- 
ing a  soccer  league  an- 
nounced on  Feb.  15  during 
the  SuperShow)  and  more 
skilled  and  recognizable  fe- 
male athletes  than  ever  be- 
fore, sponsors  are  rushing 
for  the  front-row  seats  of 
women's  team  sports. 

For  decades,  women's  in- 
dividual sports,  such  as  golf 
and  tennis,  have  dravm  fans, 
sponsors — and  big  money. 
The  record  of  women's  team 
sports  has  been  decidedly 
dicier  At  least  three  tries 
to  get  the  ball  bouncing  in 
women's  basketball  leagues 
have  failed.  Now,  however, 
expanded  collegiate  sports 
progi'ams  for  women  have 
helped  create  a  pumped-up 
new  generation  of  athletes — 
and  fans.  And  with  the 
stunning  success  of  Ameri- 
can women  athletes  at  last 
year's  Summer  Olympics, 
the  outlook  for  commercial 
success  in  women's  team 


sports  has  never  been  brighter.  "We  saw 
an  e-xcitement  coming  out  of  the 
Olympics,  not  only  with  women's  basket- 
ball but  across  the  board,  that  took 
women's  sports  a  credibility  notch  up," 
says  Anthony  T.  Ponturo,  sports  mar- 
keting vice-president  for  Anheuser-Busch 
Cos.,  a  WNBA  sponsor.  "We  like  that  [the 


COMIN'  AT  YA:  Fastpitch  League  prospect  Amy  Orr 


SPALDING 

Lobo  and 


WNBA]  has  the  NBA  be- 
hind it  and  that  it's  a  real 
sport — not  gimmicky,  not 
pandering  to  the  female 
audience.  And  from  a 
marketing  approach,  we 
as  an  advertiser  can  own 
the  category . . .  all-exclu- 
sive, something  you  can't 
do  with  a  bigger  league 
ah'eady  estabUshed." 

A  string  of  other  big 
corporate  names  also  has 
seen  the  light  of  the 
Olympic  afterglow,  at&t 
Wireless  Sei'vices  in  Oc- 
tober paid  $3  milhon  to 
become  the  title  sponsor 
for  the  Women's  Profes- 
sional Fastpitch  League 
(WPF),  whose  six  teams 
will  begin  a  72-game 
schedule  in  June.  The  abl 
has  a  bevy  of  local  and  national  sp^ 
sors,  including  Reebok  International  L 
and  McDonald's  Corp.  Last  year,  1 
Women's  Professional  Volleyball  As 
(wpva)  took  in  more  than  $5  million  fr 
such  sponsors  as  Evian,  Nissan 
Coors  Light.  And  the  WNBA,  which  \ 
hit  the  boards  with  eight  teams  in  Ju 
has  assembled  a  roster  of  sponsors  t 
in  addition  to  Bud  Light  includes  Ni 
Champion,  Spalding,  and  Lee  Jeans, 
source  close  to  the  wnba  estimates  t' 
each  brand  has  committed  about  $10  r 
lion  apiece  over  thi-ee  yeai-s.  "I  rememl 
being  at  the  gold  medal  games  in  1 
Georgia  Dome  at  the  Olympics  with  hil 
dreds  of  fans.  That  was  when  I  kni 
[the  league]  was  going  to  work,"  si\ 
WNBA  Commissioner  Val  Ackerman,  ■«! 
played  for  the  University  of  Vii-giniaj 
the  1970s. 

SPECTATOR  SURGE.  Not  everyone  is  tlii 
confident,  but  unlike  earlier  efforts,  ^ 
day's  leagues  seem  to  be  in  the  rij| 
place  at  the  right  time,  vdth  strong^ 
nancial  backing.  Both  the  Women's  Pl^ 
fessional  Basketball  League  and  \i 
Women's  American  Basketball  Ass!, 
two  previous  leagues,  lacked  fan  sij 
port  and  sponsor  interest.  And  t^lf 
didn't  have  the  buzz  created  by  a  woi^ 
class  event  like  the  Olympics. 

The  sea  change  in  women's  ten 
sports  can  be  traced  to  the  1972  passie 
of  what  has  come  to  be  known  as  Te 
IX,  the  law  prohibiting  gender  discri]i- 
nation  in  programs  that  receive  feded 
funds.  The  impact  of  Title  IX  has  b(n 
di-amatic:  In  1970,  1  in  27  girls  played  r 
a  high  school  team.  By  1996,  that  figie 
was  1  in  3,  according  to  the  Womt 
Sports  Foundation. 

Greater  opportunity  has  led  to  i 
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ntroducing  a  product; 

10  advanced 

!ls  actually  hourS; 


the  competition. 


Introduang  2nd  Day  Air  A  M 
The  only  two-day  service 
with  guaranteed  morning  delivery. 


UPS  we  had  a  unique  idea:  you  should  have  the  option  to 
eive  a  two-day  package  early  enough  in  the  day  to  actually 
;  it.  So,  in  addition  to  our  standard  2nd  Day  Air*  service,  we 
w  have  2nd  Day  Air  A.MT  The  only  two-day  service  guar 
:eed  to  arrive  by  noon.*  Up  to  five  hours  before  anyone  else 
id  with  UPS,  you  only  pay  for  the  distance  your  package 
:ually  travels.  We  even  provide  immediate  tracking  and 
livery  confirmation.  At  UPS  we  understand  that  your 
'o-day  package  is  important  to  you.  We  also  know  you 
n't  always  want  to  wait  48  hours  to  get  it.  To 
irt  saving  time  now  call  1-800-PICK-UPS 

access  us  on  the  Internet  at  www.ups.com. 


9^ 


ups 


lOVING  at  the  SPEED  of  BUSINESS: 


Sports  Business 


female  athletes,  and  greater  success  has 
attracted  more  spectators.  It  was  only 
eight  years  ago  that  the  University  of 
Connecticut  women's  basketball  team 
played  before  just  287  fans  in  the  front 
half  of  a  doubleheader  shared  with  the 
men.  On  a  Sunday  in  January,  uconn's 
No.  1-ranked  women  drew  16,294  in  a 
game  against  Tennessee,  a  bigger  audi- 
ence than  either  of  two  National  Bas- 
ketball Assn.  games  that  weekend.  Over- 
all, women's  National  Collegiate  Athletic 
Assn.  Div.  I  attendance  has  jumped  from 
1.1  million  in  1982  to  4.2  million  in  1996. 


All  that  means  that  marketers  have 
a  much  larger  pool  of  young  women 
who  could  develop  an  allegiance  to 
their  products  through  sports.  But 
sports-minded  women  consumers  may 
not  be  an  easy  sell.  They  tend  to  try 
different  products  and  often  switch 
brands  unless,  according  to  C.  B.  Bhat- 
tacharya,  assistant  professor  of  mar- 
keting at  Emory's  Robert  C.  Goizueta 
School  of  Business,  the  product  is  en- 
dorsed by  an  athlete  they  admire.  And 
for  most  women  that  means  being  able 
to  identify  with  the  athlete  on  and  off 


the  court.  Whether  big  names  likfi)  I: 
abl's  Dawn  Staley  and  the  wnba's{ 
becca  Lobo  can  draw  fans  to  prod-' 
remains  to  be  seen. 

Still,  with  a  women's  soccer  le. 
now  in  the  works  and  the  U.S.  ho^r, 
the  women's  world  soccer  champiom 
in  1999,  more  sponsors  are  expecte  u 
jump  into  this  nascent  market.  Trouh  i 
it  will  be  some  time  before  it's  clear  *: 
much  of  the  women's  team-sports  mat 
is  sizzle  and  how  much  steak. 

By  Gigi  Barnett  in  Atlanta, 
Skip  Rozin  in  Concord,  Mass. 


MAKE  WAY  FOR  JAYNE  GRETZKY 


A huddle  of  hockey  parents  shiver 
on  the  sidelines  of  an  indoor 
rink  near  Boston,  watching 
their  kids  slap  sticks.  The  pint-size 
skaters  flash  up  and  down  the  ice, 
knees  bent  and  backs  arched.  Sud- 
denly, out  of  the  pack  scoots  41  inch- 
es of  pads  and  face  mask — stick  held 
low,  legs  stretched  for  every  oomph 
of  speed.  And  streaming  behind  the 
helmet  of  6-year-old  Stephanie  Pag- 
onis,  in  her  second  season  with 
Assabet  Valley  Girls  Ice  Hockey  in 
Concord,  Mass.,  a  ponytail. 

This  is  girls'  hockey,  and  it  is 
emerging  as  one  of  the  hottest  new 
team  sports  for  women.  The  number 
of  females  playing  what  has  long 
been  known  as  a  macho  blood  sport 
is  startling:  During  the  1990-91  sea- 
son, 5,533  female  ice  hockey  players 
registered  with  usA  Hockey,  the 
sport's  governing  body.  Today,  regis- 
tration is  close  to  21,000,  and  that 
doesn't  count  kids  playing  pickup 
games  on  frozen  ponds  from  Massa- 
chusetts to  Minnesota.  Add  25,000 
more  playing  on  teams  in  Canada, 
and  women's  ice  hockey  becomes 
one  of  the  fastest-growing  games  in 
North  America. 

OLYMPIC  SPORT.  One  big  reason  for 
such  gi'owth  is  the  change  in  attitude 
toward  women's  sports.  In  Minneso- 
ta, when  rink  time  became  an  issue, 
women  legislators  in  1993  pushed 
through  a  law  guaranteeing  equal  ac- 
cess during  prime  hours  for  males  and 
females:  In  three  years,  high  school 
girls'  teams  went  from  8  to  67,  ama- 
teur clubs  from  20  to  more  than  200. 
Numbers  like  thosi  encouraged  Hil- 
lerich  &  Bradsby  Ci  the  parent  of 
Louisville  Slugger  and  'jouisville  Hock- 
ey, to  introduce  a  coi  iplete  hne  of 


equipment  designed  for  women. 

In  1998,  women's  ice  hockey  will 
debut  as  a  medal  sport  at  the  Win- 
ter Olympic  Games  in  Nagano, 
Japan.  The  game  that  many  TV  view- 
ers vdll  see  for  the  first  time  next 
February  differs  from  the  National 
Hockey  League  version  that  often 


HOCKEY  DUEL:  The  U.S.  takes  on  China 

produces  as  many  fights  as  goals. 
Women's  ice  hockey  features  the 
kind  of  crisp  passing  and  adroit  stick 
handling  associated  with  European 
hockey.  No  checking  is  allowed,  but 
that  doesn't  mean  it's  a  wimpy  game. 
Players  chasing  the  puck  often  crash 


into  the  boards — and  one  another. 

"NHL  hockey  is  a  game  of  intimids 
tion,  of  force  and  strength,"  says  Ar 
Berglund,  usA  Hockey's  senior  direc- 
tor for  international  administration. 
"Women's  hockey  is  a  game  of  skill." 

It  is  also  not  new:  Women  have 
been  playing  nearly  as  long  as  men. 
The  first  organized  all-female  ice 
hockey  game  was  played  in  1892,  in 
Ontario,  Canada.  The  first  interna- 
tional match  was  held  between  the 
U.  S.  and  Canada  in  1916,  a  year  be- 
fore the  nhl's  birth. 

Still,  says  Cammi  Granato,  a  mem- 
ber of  the  U.  S.  Women's  National 
Team  that  will  compete  at  Nagano 
and  spokesperson  for  Louisville  Hock- 
ey's new  line  of  women's  equipment: 
"We're  introducing  a  sport  to  people 
who  don't  know  it  exists.  We  have  a 
chance  to. . . show  them  a  pure  form  ol! 
ice  hockey  viithout  all  the  blood. 

"Seeing  us  will  teach  little  girls 
not  to  accept  other  people's  Umits," 
continues  the  25-year-old  Granato, 
whose  brother,  Tony,  is  now  an  nhl 
All-Star  with  the  San  Jose  Sharks. 
"All  my  Ufe,  people  said  I  would 
quit,  that  it's  a  boy  sport — and  that  I 
was  something  strange  for  playing  it. 
But  I'm  not.  Girls  need  to  know  they 
can  do  this  and  be  respected." 

Up  and  down  its  ranks,  women's 
ice  hockey  seems  to  be  about  females 
breaking  barriers.  Louisville  Hockey 
even  preaches  it.  Says  Kelly  Dyer, 
an  East  Coast  Hockey  League  goalie 
who  is  working  with  Louisville  Hock- 
ey: "Our  slogan  is  'Don't  tell  me 
what  you  can't  do.' " 

By  the  time  Stephanie  Pagonis  has 
grown  up,  that  slogan  may  sound 
pretty  outdated. 

By  Skip  Rozin  in  Concord,  Mass. 
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f  a  problem  is  taken  care  of  before  it 
ecomes    a  problem... 


id    it    ever  exist? 

Networking  isn't  a  new  concept.  Even  with  the  current  crescendo  of  talk  about  the  Internet, 
ranets  and  now,  extranets,  the  basic  principLes  haven't  changed  much  in  years.  But  the  increasing 
)bLems  of  implementation,  complexity  and  security  certainly  have.  Which  can  be  more  than  a  little 
-risome  when  you  have  to  trust  your  mission-critical  business  processes  to  a  network. 

Perhaps  you  should  consider  MCI"  Why?  Because,  although  well  known  for  communications,  we're 
•y  much  a  mainstream  supplier  of  information  technology,  with  MCI  Systemhouse'"  rated  by  industry 
alysts  as  a  leader  in  client/server  consulting.  In  fact,  we  can  deliver  end-to-end  solutions  for  all 
jr  networking  needs,  from  global  to  desktop.  And  because  we  create  networks  using  pre-patterned, 
'-proven  architectural  modules,  their  functionality  and  reliability  are  never  in  doubt. 

To  find  out  more  about  MCI,  visit  our  Web  site  at  www.mci.com  or  call  1-800-368-6547.  It  could 
the  beginning  of  the  end...  of  your  problems. 


37  MCI  Telecommunicalions  Corporation 

ihts  reserved  Is  this  a  great  time,  or  whaf  is  a  service  mark  ot  MCI 


Is  this  a  great  time,orwhat? 


MCI 


Sit  on  the  bench 
Be  the  judge. 


Take  a  seat  on  the  big  40/20/40 
^i''  split  front  bench  in  Ram  Chib  Cab. 
It's  the  most  spacious  front  seat 
yon  can  get  in  afiill-size  pickup. 
And  feel  free  to  spread  out.  Ram 
offers  more  front-seat  shoulder  and 
hip  room  than  any  other  full-size  pickup. 

Now,  let's  adjourn  to  the  hack. 
Getting  there  is  easy,  beccmse  Rcmi 's 
tip-and- slide  front  seat  provides  great 
access.  Here,  Ram  offers  more 
headroom,  hip  room,  cmd  total  rear 
volume  than  cmy  other  full-size  pickup. 
And  the  Ram  rear  bench  is-you 
guessed  it-  the  most  spacious  of  all. 

Feel  how  comfortable  the  Ram  rear 
seat  is.  Its  suspension  incorporates  a 


patented  fabric  that  acts  as  a  shock  absorber  And  of 
course  Rcun  is  available  with  new  leather  seating 
surfaces  that  make  time  on  the  bench  most  enjoyabU 

Need  more  evidence?  Ram 
has  been  ranked  the  "Most 
Appealing  Full-Siz.e 
Pickup"  by  J. D. 
Power  and  Associates 
two  years  in  a  row.'  We  feel  they 
demonstrated  excellent  judgment. 

For  more  information,  see  your  friendl 
Dodge  dealer  Or  call  I -800-4-A-DODGE. 
visit  our  Web  site  at  http://www.4adodge.or 

Always  wear  your  seat  belt  lor  a  fully  etlective  airbag. 

*J.D.  Power  and  Associates  1995  &  1996  Automotive  Perfoniun . 
Execution,  and  Layout  Studies.^"  based  on  27,859  ('95)  and  25,4 
('96)  consumer  responses. 


America's  Truck  Stop  Wfj  The  New  Dodge 


Special  Report 


NTERPRISE 

Timely  Insights 
for  Small  Business 


nBox 


page  2 


Ituff  and  Sense  The  rise  in  small  business 
ending,  teamwork  between  companies,  new  teeth 
)r  congressional  small  biz  watchdogs,  and  more 


Energy  pagee 


Electric  Circus 

The  utility  industry  is  monkeying 
around  in  the  face  of  deregulation. 
What's  not  yet  clear  is  how  much 
small  businesses  will  save  in 
exchange  for  all 
the  confusion 


jompanies  pages 

l/lanicure  Overboard 

)inah  Mohajer  wanted  nail  pol- 
sh  to  match  her  shoes.  Now  Hard 
'andy  is  the  envy  of  the  cosmet- 
cs  industry  for  its,  like,  psychotic 
lales.  But  can  it  turn  a  fashion 
statement  into  a  brand  name? 


^]  Technology  page  14 

Drop  That  Program!  Two  trade 
groups  are  investigating  mostly  small 
and  medium-sized  companies  for  software  piracy 
The  Up  and  Up  There  are  more  benefits  to  stay- 
ing legal  than  just  staying  out  of  the  paper,  and  it's 
not  as  arduous  or  costly  as  you  might  imagine 

Roundtable  page  18 

Standing  the  Heat  PointCast  launched  its 
Internet  broadcasting  service  last  year  and  already 
has  over  a  million  regular  users.  CEO  Chris 
Hassett  talks  about  managing  hot  growth 

At  Your  Service  page  20 

Insure  Thing 

A  new  law  lets  individuals  and 
small  companies  buy  cata- 
strophic, high-deductible 
health  policies  in  conjunction 
with  medical  savings  accounts.  For  the  self- 
employed,  it  amounts  to  a  giant  tax  break 
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CRiMEBUSTEHS 


PERCENT  OF  REVENUES  SPENT 
ON  NEW  PRODUCT  R&D 

NUMBER  OF  PRODUCTS 
DEVELOPED  •94-'96 

You  might  not  fall  for  easy  money!!  act  now!!,  but  PROJECTED  PERCENT  OF  SALES 

there  are  plenty  of  slicker  cons.  Knowledge  is  pROM  NEW  PRODUCTS  IN  '97 

your  best  defense  against  them.  jggg  ^^j^^g  GROWTH 

THE  FRAUD  INFORMATION  CENTER  SALES  PER  EMPLOYEE 

(www.echotech.com) 

'         ...  ,  .         ...  FIGURES  REPRESENT  AVERAGES  OF  419  RESPONSES  a     >  -.vKimm-^^        B  t 

A  comprehensive  Site,  describing  golden  Oldies,  om  coopers iLrBRAmTRmserrER BAROMSTER.m  v  ^.^^'^^  K  fl 

new  mutants,  and  what  to  do  about  them.  Private   ^,  "'^^     MfW  p 

eyes  and  cops  often  stop  by.  ^         N  F  J)  ^  Kttr% 

THE  BEHER  BUSINESS  BUREAU  ^  PilVC'  ACC 

(www.bbb.org)  ^  'flfO  Ul  • 

Provides  updated  fraud  alerts  and  a  Coopers  &  Lybrand's  survey  of  419  fast-growing  companies  suggests  that  \y.\ 

complaint  forum.  yp  jg  profitable.  In  the  past  three  years,  56%  of  the  suiTeyed  companies  ti  :i 

Two  free  newsletters  are  available  up  with  another  firm,  typically  six  times.  On  average,  they  not  only  grew  fast  i 

via  E-mail.  also  were  larger,  richer,  and  more  productive.  Partnering  is  most  frequent  n  i 

FRAUDWATCH  service  sector,  especially 

(newscaster@silverquick.com)  among  computer,  media- 

A  well-researched,  in-depth  monthly  on  scams  related,  and  consulting  com-  A  WISE  POLICY 

and  other  business  issues.  panies.  The  most  common 

Wrongful  termination.  Discriminc 

SCAMBUSTERS  ways  that  companies  team  ^-^^^  Employees  are  litigious,  ar. 

(scambusters@svr.com)  up  are  for  research  (43%),  small  business  is  more  vulnerahl 

Breezy  and  focused  on  Net-based  scams.  licensing  (28%),  and  sharing  than  ever.  Now,  "employment 

employees  (17%).  practices  liability  insurance"  ib 

affordable  even  for  the  smallest* 
business.  Last  fall,  Hanover  Inj 
ance  Co.  and  itt  Hartford  Grou 
RIfi  RANK^  THINK  ^MALL    T*^^  ^^'^'^  annual  analysis  of  Inc.  started  offering  up  to 

0IU  0HI1I%O  i  nilll%  vJlllMki.    I  i^g^i^g  lending  more  than  $1  $100,000  of  coverage  for  as  I 

billion  to  small  business  found  loans  under  $100,000  to  be  the  fastest-  as  $750  per  year,  with  deduct 

growing  segment— up  30%.  Other  findings:  The  number  of  billion-plus  m  the  $3,000  range.  Check  w 

lenders  rose  by  your  local  agent. 

TOTAL  SMALL-  ^     ^  ^  ^  f 

BUSINESS  LENDING  PERCENT  CHANGE  PERCENT  OF  TOTAL  4,  tO  27;  tOtal 

o,m  BILLIONS  OF  DOLLARS      FROM  1995      DOMESTIC  ASSETS  n  , 

.n^BANKNAME  sma  I  l-busi  ness 

1  2  KEYCORP  (  $3.825      24.73%       5.9%  lending  increased 

2.wE..™«.     p^^^m:ni_^  ?oIr„u,ng°con'so,-         CAN'T  TALK.  GOHA 

3  !  NATIONSBANK  {  3.099  -9.29    j  1-8  jyt  idation  in  com-  Mre  smalf 

^^^^"^""^  1  3.020  4:13  1  3.0  m  ^^'33WeHr'  Aowners  as 

5  4  FIRST  UNION  (2.934   "  20.86    :  2.2  jj.  p^^.f  .^..l,  04^1      V'^  '^'f'f  M 

6  9  FLEET  FINANCIAL  GROUP  |T640  72.33  3.0  j^l  tions,  pumped  up  VV^*^Cl<^/6r  search  of  e 
,  ,  „„„^,„  f                \f,  AA =^~7i  !^  the  numbers.  For  ^C^i^^KJ^  neurs,  the  E 

7  5  NORWEST  i  2-632       18.44   ,    4.1  ^  ^  state-by-state  ^  iMCl^^  "^""^^  ^^^^^ 

8  6  BANKAMERICA  |  2.175  3.46  1.2  ^1  look  at  all  y  sortium  (erc 

9  10  BOATMEN'S BANCSHARESj  1-833       27.26    i    4.5  lenders,  visit  "^V^      ^^/^  by  Babson 

r    '  www  sba  eov/  phoned  1,5( 

10  15  NATIONAL  CITY  |  1.793        54.09     .     3.6      ^      www.bud.guv/  i,        ,   ,  ,      .         1  , 

*■  4i...awuw.i^^  advo/stats,  or  call  households  at  random  to  as 

DATA:  SMALL  BUSINESS  ADMINISTRATION  OFFICE  OF  ADVOCACY,  1996  BANKING  STUDY  703  487-4550.  small-buslness  Ownership.  Thoi 

HALF  OF  THE  6  MILLION  PEOPLE  WHO  BOUGHT  OR  STARTED  BUSINESSES 


ENT  2  BUSINESS  WEEK  /  ENTERPRISE 


pYNAMjC  DUO  ON  CAPITOL  HjLL 

Congressional  small-business  committees  have  been 
sleepy  backwaters  in  the  past,  but  they'll  pack  a 
lot  more  clout  in  1997  thanks  to  new  authority  won 
last  year. 

Both  will  showcase  Missouri  lawmakers.  Senator 
Christopher  "Kit"  Bond  (R-Mo.)  stays  on  as 
Senate  Small  Business  Committee  chair, 
while  Representative  James  M.  Talent  (R- 
Mo.)  takes  over  the  House  counterpart. 
Small-business  leaders  are  elated:  "They 
are  going  to  be  a  terrific  team,"  says 
Karen  Kerrigan,  president  of  the 
45,000-member  lobbying  group  Small 
Business  Survival  Committee. 

Both  intend  to  use  the  1996  Small 
Business  Regulatory  Enforcement 
Fairness  Act  to  turn  their  panels  into 
snarling  watchdogs  over  federal  agen- 
cies. The  law  allows  Congress  to  block 
regulators  if  they  don't  take  into  account 
the  impact  of  new  rules  on  small  busi- 
ness. "We'll  step 
up  oversight,"  says 
Talent. 

Bond  will  push  a 
tax  package  to  help 
the  self-employed — 
making  health 
insurance  premi- 
ums fully  deductible,  easing 
restrictions  on  the  home-office 
deduction,  and  tweaking  the  def- 
inition of  independent  contractor 


CHRISTOPHER  "KIT"  BONO  (R  Mo  ) 

.  Ex-governor,  elected  Senator  in  1986 
.  Authored  1996  Small  Business 
Regulatory  Enforcement  Fairness  Act 
.  Played  major  role  in  increasing 
health-care  deductions  for  self- 
employed 

.  Carved  out  small-business 
exemption  in  Family  Medical  Leave  Act 


to  extend  new  tax  benefits  to  contractees.  "Small  business 
is  getting  hammered  by  the  tax  code,"  Bond  laments.  Tal- 
ent will  try  to  reduce  the  estate  tax,  which  can  force  the 
sale  of  a  family  business. 

The  duo  faces  a  fight.  Regulators  won't  appreciate  GOP 
lawmakers'  meddling.  And  even  in  GOP  ranks,  budget 
hawks  may  balk  at  trim- 


ming estate  or  home-based 
business  taxes.  But  with  a 
power  team  at  the  helm,  it 
won't  be  small  business  as 
usual. 


TIP  SHEET 


JAMES  TALENT  (R-Mo.) 
•Ex-labor  lawyer  on  management  side 
elected  to  Congress  in  1992 
•Pushed  bill  to  allow  management- 
organized  "workers  circles"  in  non- 
union shops 

•Introduced  bill  for  tax  aqd  reg  relief  to 
spur  development  m  low-income  areas 
•Got  IRS  to  waive  required  electronic 
filing  for  business  for  1996 


SO  THEY  SAY 


THE  SIGNAL?  VERY  BUSY 

larder  it  is  to  find  someone 
,  the  greater  the  chance  it's 
home  of  an  entrepreneur. 


PERCEHTA6E  OF 
HOMES  WITH  AN 
ENTREPRENEyfl 


"Ben  said,  'There's 
this  cmnpany,  Ernst 
&  Young,  that  could  help.  'I  was  like,  'O.K. ' 
So  we  called  411. " 


Dinah  Mohajer,  founder  of  Hard  Candy,  a 
Beverly  Hills  (Calif.)  cosmetics  company,  on 
how  the  firm  found  its  CEO  (page  ENT 14). 


more  than  four  tries.  The 
study  revealed  at 
least  26%  of  house- 
holds have  a  member 
either  starting  or  own- 
In  the  past. 


mis  NEEDED  TO  CONDUCT  AN  INTERVIEW 

3-4  5-7  8-24 

A:  ENTREPRENEURIAL  RESEARCH  CONSORTIUM 

led  to  be  called  back  most  often 
ete  a  five-minute  interview — as 
24  times — are  the  most  likely  to 
leone  involved  in  small  business, 
mmercial  surveys  don't  make 


ing  a  business, 
experts  had  pegged  that  number 
closer  to  15%.  In  all,  37%  had 
some  direct  small-business  expe- 
rience. ERC,  a  group  of  27  uni- 
versities and  small-business 
organizations,  plans  an  18-month 
study  tracking  2,000  startups,  if 
it  can  get  the  funding. 


PoliciesM 

Still  putting  off 
writing  a  company 
handbook?  Knowl- 
edgePoint's  $129 
CD-ROM,  Policies 
Now!,  makes  it  pain- 
less. You  select  from 
multiple  choices  to 
customize  generic 
policies  for  your 
company.  Extra 
bonus:  basic  employ- 
ment forms,  a 
noncompete  agree- 
ment, etc.  (800 
727-1133). 

iMarkette 

For  snail-mail  sales, 
a  new  service  from 
iMarket,  Dun  & 
Bradstreet,  and  Pit- 
ney Bowes  lets  you 
create  a  prospect 
list  from  D&B  data 
and  add  a  pitch 
letter.  It  all  goes 
via  the  Web  direct 
to  Pitney,  which 
stuffs,  licks,  and 
mails.  Per-letter 
cost:  440  to  $4.02 
(800  295-8404). 


I/VERE  UNDER  THE  AGE  OF  35,  SAYS  A  WELLS  FARGO/NFIB  STUDY. 
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Trinitron 


MultiscanSOOsf 


CO 


9isf?la^  your  productivity 


Displays  by  Sony.  Accurate  focus  comer  to  corner.  , 
A  cleaner,  crisper  picture. Vivid,  precise  color 
Your  display  is  where  your  work  gets  done. 
Don't  you  deserve  a  Sony?  , 


www.sony.com/technology 


ENTERPRISE 


Energy 


HIGH-VOLTAGE 
CHAOS 

The  new  marketplace  in  utilities  may  bedevil  small  busines 


Dr.  Gerald  Kline 
has  seen  the 
future  of  elec- 
tricity deregii 
lation,  and  he's  nut 
impressed.  Orange  & 
Rockland  Utilities 
Inc.  recruited  the 
Middletown  (N.  Y.) 
dentist  to  participate 
in  an  experiment  un- 
der which  more  than 
400  customers  buy 
electricity  from  a 
company  other  than 
O&R.  Kline  called  sev- 
eral of  the  22  compa- 
nies on  the  hst  he 
was  given — including 
some  as  far  away  as 
California — only  to 
find  that  many  had 
dropped  out  of  the 
test.  He  eventually 
settled  on  one  from 
nearby  Goshen,  N.Y. 
Kline  says  his  savings 
will  be  "maybe  a  cou- 
ple of  bucks  a  month, 
not  even  worth  my 
time.  But  if  they're 
monkeying  around,  I 
might  as  well  see  what's  going  on." 

"Monkeying  around"  seems  a  fair  de- 
sciiption  of  what  the  industry  is  doing  at 
a  time  when  shopping  for  utilities  still 
seems  remote  to  most  people.  But  mar- 
ket forces  and  new  regulations  ai'e  bring- 
ing rapid  change  to  the  DEREGULATION 


customer  choice  in  long-distance  tele- 
phone service.  There  will  be  dozens  of 
sales  calls,  a  proliferation  of  pricing  plans, 
and  perhaps  multiple  bills.  To  gain  lever- 
age, small  businesses  will  begin  to  as- 
semble themselves — or  be  assembled — 


into  large  buying  groups 

$210  billion  industiy  Call-     T-IZ"~7ir.T."I-.'-7LV.     that  can  demand  favorable 


foiTiia  will  begin  the  transition  to  full  re- 
tail competition  next  year;  within  five 
years,  millions  of  small-business  ownei's 
aroimd  the  countiy  will  face  choices  sim- 
ilar to  Kline's — and  not  just  in  short- 
term  experiments.  It's  not  too  soon  to 
think  about  what's  in  store. 

For  small  business,  customer  choice 


prices.  Sorting  out  sales  pitches  from 
various  ".iggi-egators"  promises  to  be  a 
major  headjche. 

What's  not  yet  clear  is  how  much 
small  businesses  will  save  in  exchange 
for  all  the  confusion.  Scott  Spiewak,  vice- 
president  and  general  counsel  of  cpm 
Energy  Inc.,  an  electricity  and  natural- 


in  electricity  is  going  to  feel  a  lot  like  i  gas  retailer  in  Eatontown,  N.J.,  says 


that  in  a  fully  open  market,  electi-ui 
rates  for  small  business  could  fall 
much  as  20%  in  states  with  low-cost  po 
er  now,  and  up  to  60%  in  states  \\  i 
high-cost  power. 

A  price  di'op  that  ch'amatic  would  lil 
ly  drive  some  utilities  with  high  I'at 
into  banki'uptcy.  So  those  utilities  ;i 
battUng  in  state  legislatiu'es  for  the  iisj 
to  levy  a  fee  on  customers  that  si; 
buying  electricity  fi-om  another  suppli 
The  fee  would  be  in  the  form  of  a  si 
chai'ge  for  canying  electricity  to  the  n 
sumer  from  the  alternate  suppliei'.  T 
surchai-ge  would  help  pay  for  the  utilit 
"stranded  assets" — mainly,  inefficient 
outmoded  generating  plants  that  c;i 
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ive  in  a  competitive  era.  Led  by  Cal- 
lia,  states  are  giving  utilities  some 
lost  of  what  they're  asking  for. 
■  regulators  decide  to  protect  utili- 
savings  for  small  business  could  be 
it.  Prices  could  even  rise  in  parts  of 
countiy  where  rates  ai'e  ah-eady  low, 
1  as  the  Pacific  Northwest,  says  Jon 
kenyos,  managing  director  of  Texas 
;pectives  Inc.,  an  Austin  consulting 
.  The  savings  of  10%  and  more  re- 
ed by  some  customers  in  early  tests 
Jew  Hampshire, 
sachusetts,  and 
ffhere  will  shiink 
!  suppliers  stop 
ing  and  start  fo- 
ng  on  their  hot- 
lines, says  Mar- 
A.  Lauterbach, 
;utive  vice-pres- 

t  of  National  Utility  Service  Inc.  in 
i  Ridge,  N.J.,  which  handles  the  util- 
leeds  of  large  companies. 
BLE  BILL.  Since  all  electricity  is  pret- 
luch  alike,  seller's  will  struggle  might- 
:o  make  themselves  stand  out  fi-om 
crowd.  In  January,  Pacificoip  of  Poit- 
,  Ore.,  and  kn  Energy  Inc.  of  Lake- 
d,  Colo.,  announced  a  joint  venture  to 
lustomers  buy  electricity,  natui'al  gas, 
jhone,  Internet,  sateUite  TV,  and  oth- 
ervices  on  one  bill, 
ellers  of  electricity  wiE  come  in  all  va- 
es.  One,  of  com-se,  will  be  the  local 


their  candying  charge  as  a  line  item  on 
some  supplier's  bill.  "We  want  to  have 
that  customer  contact,"  says  Steven  L. 
Kline,  vice-president  for  regulation  at  gi- 
ant Pacific  Gas  &  Electric  Co. 

Small  businesses  ai'e  often  the  most  lu- 
crative customei-s  for  utilities,  says  Philip 
Giudice,  a  vice-president  at  Mercer  Man- 
agement Consulting  Inc.  in  Lexington, 
Mass.  Residential  customers  get  subsi- 
dized, while  big  customer's  incr-easingly 
manage  to  get  huge  discounts  off  posted 


distance  and  natural  gas,  j-anges  from 
sterling  to  fly-by-night.  It's  best  to  ask 
for  r'efer'ences,  though  they  may  be  hard 
to  come  by  with  deregulation  just  be- 
ginning. "Once  the  market  is  normalized, 
it's  not  going  to  be  har'd  to  buy  power. 
Right  now,  though,  it's  complicated,"  says 
CPM  Energy's  Spiewak. 

In  the  best  position  to  bar'gain  will  be 
small  businesses  that  ar-e  able  to  shift 
their  power  consumption  to  off-peak 
hour's — ^say,  by  running  certain  ecjuip- 


CRUCIAL  QUESTION:  In  a  power  failure,  can  a 
utility  give  priority  to  its  customers,  vs.  those 
that  lease  its  transmission  lines? 


I'ates  by  thr-eatening  to  take  their  busi- 
ness elsewhei'e.  Realizing  that,  small- 
business  gr'oups  ar-e  trying  to  be  heard 
in  Washington  and  state  capitals.  "In 
general  oui'  people  like  deregulation  be- 
cause ultimately,  it  deliver-s  better  ser'vice 
at  lower'  cost,"  says  William  C.  Dunkel- 
berg,  chief  economist  of  the  National 
Federation  of  Independent  Business. 
"But  the  issue  is  how  to  handle  the  tr-an- 
sition  so  it's  not  unduly  bur'densome  for 
small  business  and  other's  who  don't  have 
negotiating  power'." 

Be  pr'epar-ed  for'  a  deluge  of  offers 


WHO'S  FIGHTING  TO  SELL  YOU  ELECTRICITY 

•'or  small  businesses,  the  headaches  from  power  deregulatum  may  be  bigger  than  the  savings. 
The  best  bet  is  to  seek  strength  in  numbers  by  joining  some  kind  of  buying  club. 


[>UR  GOOD  OLD  UTILITY 

^body's  forcing  you  to 
/itch.  You  can  keep  buying 
ectricity  from  your  regular 
)wer  company  and  natural 
IS  from  your  gas  company, 
leir  prices  will  often  be  the 
ghest. 

AMPLES:  Pacific  Gas  & 
ectric;  Consolidated  Edison 


AGGREGATORS/BROKERS 

You'll  hear  lots  of  pitches 
from  these  folks,  who  bring 
hundreds  of  small  buyers  into 
one  organization  for  leverage 
with  suppliers.  Some  handle 
billing;  others  simply  make  a 
contract  and  step  aside. 

EXAMPLES:  National  Utility 
Service;  CPM  Energy 


POWER  MARKETERS  Today, 
these  players  mainly  buy  elec- 
tricity or  natural  gas  from  one 
utility  and  sell  it  to  another. 
But  they're  beginning  to  get 
into  the  retail  business, 
sometimes  in  cooperation  with 
aggregators. 

EXAMPLES:  Enron;  Duke/Louis 
Dreyfus 


ty  that  owns  the  wir'es  over'  which 
tricity  travels.  But  customers  can 
)se  to  get  power  fi'om  another  near'by 
ty  with  lower  prices.  They  can  even 
from  a  company  that  doesn't  gener- 
a  milliwatt  of  power  but  buys  it  on 
growing  wholesale  market  and  re- 
;  it  to  homes  and  businesses, 
f  you  do  choose  to  get  electr'icity  from 
leone  other  than  the  local  utihty,  you 
'  get  two  bills:  one  fr-om  the  power 
plier  and  one  fi'om  yoiu'  local  utility, 
ch  will  charge  a  r'egulated  fee  for  de- 
ring  to  you  over  its  lines.  Most  utiU- 
want  to  sell  new  ser-vices,  such  as  en- 
y  management,  so  they  don't  want  to 
'  touch  with  customers  by  burying 


from  agg-T'egator's  to  join  a  buyer's'  group. 
Some  will  step  aside  after  assembling  a 
group  of  small  customer's  and  deliver'ing 
the  list  to  a  seller  of  electr-icity.  Others 
will  still  serve  as  intermediar'ies,  bilhng 
and  collecting  from  customers,  then  pass- 
ing the  proceeds  along  to  the  energy 
suppUer'  in  a  monthly  lump  sum. 

Tr'ade  gr'oups  ar'e  exploring  how  to 
pool  their  member's'  electricity  usage. 
Other  aggr'egators  will  put  together'  cus- 
tomers that  already  belong  to  a  buyer's' 
group  for,  say,  natm'al  gas  or'  long  dis- 
tance. Some  aggr'egator's  wiU  shop  around 
for  sources,  while  other's  wiU  r'epresent  a 
particular'  seller.  The  reliability  of  aggre- 
gators in  other  industries,  such  as  long 


ment  only  at  night.  For  a  machine  shop, 
the  drop  in  electricity  rates  overnight 
might  be  gr'eat  enough  to  justify  moving 
some  work  to  a  rright  shift.  Aggr'egators 
will  be  on  the  pr-owl  for'  such  time-shift- 
ing opportunities.  Make  sui'e  that  you, 
not  they,  capture  most  of  the  savings 
from  having  a  so-called  balanced  load. 

Deregulation  is  so  new  regulators 
haven't  r'esolved  some  big  questions.  Can 
a  utility  cut  off  a  customer  if  someone 
else — the  aggr'egator  or'  power'  suppli- 
er— fails  to  meet  its  obligations?  In  a 
power  failure,  can  a  utility  give  faster 
ser-vice  to  a  customer 
that  buys  power  from 
it,  vs.  one  that  just 
uses  its  wir'es  for 
transmission? 

"We'r'e  in  areas 
that  ar'e  brand  new 
for  the  industr-y,"  says 
Mercer''s  Giudice.  The 
Consumer  Energy 
Council  of  Amer'ica 
Reseai'ch  Foundation, 
a  lobbying  group, 
wants  a  new  form 
cr'eated  that  would 
make  electr-icity  sell- 
ers spell  out  pr'ices, 
obligations,  and  conditions  of  ser'vice  in  a 
standar'dized,  compar'able  way.  Says 
Vice-President  Jamie  Wimberly:  "Some 
people  will  oppose  this  because  it  adds 
cost  to  what  they're  doing.  I  think  it's  the 
pr'ice  of  admission,  r'eally." 

Incumbents  could  benefit  ft'om  the 
chaos  if  cautious  customer's  decide  to 
keep  doing  business  with  them  the  old 
way,  just  as  many  people  overspend  by 
sticking  with  at&t's  fioU-far-e  long-distance 
rates.  But  in  electricity,  as  with  long  dis- 
tance, a  little  judicious  testing  could  pay 
off.  Says  consultant  Hockenyos:  "Beware 
of  tlais  is  easy'  promises.  Read  the  de- 
tails. Pay  attention."  And  shop  around. 

By  Peter  Coy  in  New  York 
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SUCH  POLISH 
FOR  ONE  SO  YOUNG 

How  Dinah  Mohajer  became  the  Estee  Lauder  for  Gen-X 


Dinah  Mohajer  never  nieant  to 
start  a  fashion  empire.  She  just 
wanted  some  pale-blue  nail  pol- 
ish to  match  her  platform  san- 
dals. So  the  University  of  Southern  Cal- 
ifornia p)'e-med  student  decided  to  mix 
the  stuff  herself.  Then,  while  spoiling 
her  jazzed-up  toes  around  campus, 
"eleven  girls  stopped  me  in  one  day  and 
said,  'Oh  my  God,  that  is  so  cute!' "  re- 
calls Dinah.  "So  my  sister  was  like,  'Are 
you  retarded?  You  could  make  money  at 
this.' " 

She  may  talk  like  a  ditzy  Valley  Gii'l, 
but  Mohajer.  24,  is  anything  but.  At 
near-meltdown  pace,  she  and  her  "sym- 
phonic grunge"  musician  boyfriend,  Ben 
Einstein,  also  2'\  have  created  Hard 
Candy,  a  21-montii-old  cosmetics  com- 
pany with  sales  pi  ijected  at  $20  mil- 
lion by  yearend.  With  everyone  from 


Alicia  Silverstone  to  Dennis  Rodman 
wearing  its  products,  tiny  Hard  Candy 
is  the  envy  of  the  industiy,  where  the 
likes  of  Revlon  Inc.  and  Estee  Lauder 
Cos.  spend  millions  each  yeai'  on  mai'ket 
research  and  advertising  alone. 

Now,  says  Mohajer,  "we're  going  to 

expand  Hard  Candy  into     ENTREPRENEURS  ^  . 

cutting-edge  cosmetics    would  be  Mint.  Event 


MOHAJER:  "We')'e  yuiny  to  expuinl  m 
a  cutting-edge  cosmetics  compamj  " 

ing,"  she  says.  "I  figured  it  was  my  I; 
summer  before  being  chained  into  iri< 
ical  studies."  The  way  things  are  g<.n\ 
she  says,  she  may  well  stay  unshackle  j 
One  day  in  May,  1995,  just  after  h ) 
big  hit  on  campus,  Dinah  and  her  sist. 
Pooneh,  went  to  the  mall  to  shop,  Iuik  ; 
and  brainstorm.  Over  salads  and  mine 
al  water,  they  came  up  with  the  nar 
Hard  Candy,  which  Pooneh,  then  a  2 
year-old  entertainment  industiy  lawyi 
got  Dinah  to  trademark  at  once.  Din; 
decided  to  start  with  four  pastel  coloi 
Back  at  Dinah  and  Ben's  West  Holl 
wood  bungalow,  the  couple  sat  aroui 
thinking  up  cool  names.  Pale  blue  wou 
be    called    Sky,  gre( 


company  with  staying  power  for  the 
long  haul."  With  a  new  line  of  lipstick 
and  a  nail  polish  for  men  already  on 
the  market.  Hard  Candy  is  looking  to 
branch  out  into  everything  from  licens- 
ing deals  with  clothing  companies  to 
launching  its  own  movie  production  unit. 

No  one  seems  more  surprised  by  her 
success  than  Mohajer,  who  conjured  up 
her  nail  polish  career  as  nothing  more 
than  a  summer  lark.  "I  was  just  totally 
freaked  out  and  psychotic  from  study- 


ally,  they  came  up  with  some  60  shad 
with  names  Like  Ti-ailer  Trash,  Gold  Di 
ger,  Jailbait,  Porno,  Scorn,  and  Man 
Pooneh  made  a  $3,200  loan;  $50,01 
came  from  Mom  and  Dad  in  Michigar 
Dinah  and  Ben  started  with  tiny  be 
ties  of  white  nail  polish  mixed  wil 
darker  colors  already  on  the  markf 
When  they  had  four  bottles  ready,  tl 
pair  brought  them  into  Fred  Segal, 
Santa  Monica  clothing  store  frequen 
ed  by  celebrities  and  other  hip  dre, 
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Mth  a  SEP-m... 

Give  your  business 
a  1996  lax  break 

April  15th  deadline 
Reduces  your  1996  taxable  income 
Easy  to  set  up  and  maintain 


Imall-business  owners  and  sole  proprietors.  Save  on  taxes  while  you  save 

or  retirement  v^ith  a  T.  Rowe  Price  SEP-IRA. 

Pax-deductible  contributions  help  build  retirement  savings.  You  can  save 

)n  1996  taxes  by  making  tax-deductible  contributions  to  the  plan,  up  to  15%  of 
compensation  or  $22,500  per  participant,  whichever  is  lower.  But  you  must  act  by 
Vpril  15* 

lOOVo  no-load  funds.  You  can  choose  from  50  no-load  funds,  including  stock, 
)ond,  money  market,  and  blended  asset  (lifestyle)  funds. 

I'S  easy  to  set  up  and  maintain.  You'll  receive  easy-to-follow  instructions  that 
;xplain  how  to  set  up  your  plan.  If  you  have  any  questions,  just  call  one  of  our 
etirement  specialists. 


For  a  free  SEP-IRA  kit,  call  today 
1-800-831-1450 

h  ttp://www.  trowepnce.  com 


Invest  With  Confidence  " 

TRoweRice 


our  la\  tiling  dcailliiu'  plus  f\iciisii)iis.  Rcqiifsi  .i  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  It  carefully 
e  vou  invest  or  send  mone\.  T  Rowe  Price  Investment  Senices,  Inc.,  Distrihulor  siipos  iohk 
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sers.  "This  little  16-year-ol(l  girl  saw 
the  bottles  and  just  had  to  have  them 
all,"  says  Ben.  "It  was  crazy."  The  stoi'e 
manager  immediately  priced  the  bottles 
at  $18  each.  An  elite  brand  was  bom. 

Fred  Segal  ordered  200  more  bottles 
on  the  spot.  Ben  also  shopped  around  a 
few  boxes  of  finished  polish  to  the  trendi- 
er  local  boutiques.  Wlien  such  Hollywood 
celebs  as  Drew  Barrymore,  Cher,  Boy 
George,  and  Quentin  Taranti- 
no  started  showing  up  in  the 
entertainment  press  wearing 
Hard  Candy,  ordei-s  poured 
in.  Then,  one  night  in  July, 
Clueless'  Alicia  Silverstone 
appeared  on  The  Late  Show 
with  David  Letterman.  He 
asked  about  her  Sky-blue 
nails.  She  gushed.  It  was  a 
moment  mai'keting  e.xecutives 
wait  a  lifetime  foi'. 
"PSYCHO  SLAVES."  A  month 
later,  Seventeen  ran  an  item 
on  Hard  Candy,  including  Di- 
nah and  Ben's  phone  num- 
ber. The  ringing  started  at  4 
a.m.  and  went  until  2  the 
next  morning.  Putting  in  five  extra  lines 
just  made  matters  worse:  "We  were 
nmning  around  like  psycho  slaves." 

Day  and  night,  Ben  and  Dinah  mixed 
chemicals,  then  squeezed  the  finished 
pohsh  from  plastic  ketchup  dispensers 
into  little  glass  bottles.  "After  five  hoiu"s 
it  was,  hke,  I  feel  so  sick,"  says  Ben. 
Adds  Dinah:  "We  were  definitely  inhal- 
ing some  hard-core  vapors." 

As  volume  picked  up,  Dinah  and  Ben 
tried  to  buy  bottles  and  chemicals  in 
bulk  and  have  orders  filled  by  pros. 
That's  when  the  couple  got  a  jolt  of  re- 
ality. They  could  buy  base  in  five-gallon 
jugs  from  a  wholesaler,  but  no  one  in 
the  beauty  supply  business  would  "lead 
us  past  the  retail  wall,"  says 
Ben.  Finally,  a  local  bottler 
agreed  to  handle  the  woi"k  be- 
tween bigger  jobs.  They 
moved  front-office  operations 
to  an  800-square-foot  office  in 
Beverly  Hills.  "We  really 
wanted  the  90210  zip  code," 
says  Ben. 

Stories  I'an  in  Vogue,  Sassy, 
Allure,  and  Elle.  Nordstrom 
and  Neiman  Marcus  were 
clamoring  to  carry  the  prod- 
uct. Hard  Candy  "just  caught 
on  like  wildfire,"  says  John 
Stabenau,  divisional  merchan- 
dising manager  for  Neiman 
Marcus. 

But  while  their  products 
were  gaining  popularity,  Di- 
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nah  and  Ben  were  "totally  losing  our 
hair,"  says  Ben — and  I'unning  out  of 
cash.  With  no  bilhng  system  in  place, 
the  two  had  assumed  their  30  or  so  cus- 
tomers would  pay  as  shipments  amved. 
They  didn't.  Meanwhile,  a  squadron  of 
about  .50  helpers,  mostly  friends  and 
hangers-on,  were  coming  and  going  at  a 
dizzying  rate.  On  their  way  out,  ex-em- 
ployees were  helping  themselves  to  nail 

David  Letterman 
asked  Alicia 
Silverstone  about 
her  blue  nails.  She 
gushed.  It  was  a 
moment  that  marketing 
execs  wait  a  lifetime  for 


polish,    computers,   even  furnitui-e. 

The  biggest  crisis  came  in  February, 
1996,  when  Hard  Candy's  bottler  fell 
weeks  behind  schedule — ^just  as  a  new 
brand  appeared  in  local  stores  called 
Crazy  Candy,  with  colore  amazingly  sim- 
ilar to  Hard  Candy's.  Suspecting  the 
bottler  was  knocking  off  Hard  Candy,  a 
lawyer  friend  of  Ben's  and  a  local  sher- 
iff showed  up  and  ordered  the  company 
to  hand  over  its  remaining  supplies. 

By  then,  Dinah  had  checked  into  a 
hospital,  suffering  from  dehydration  and 
exhaustion,  and  she  and  Ben  realized 
they  were  out  of  their  league.  "I  was, 
like,  dead,"  says  Dinah.  "Ben  said 
there's  this  company,  Ernst  &  Young, 


DINAH  MOHAJER 

BORN  Sept.  2,  1972 

HOMETOWN  Bloomfield  Hills,  Mich. 

FATHER  Reza,  gynecologist 

MOTHER  Shahnaz,  office  manager 

FAVORITE  COLOR  Puke  green 

FAVORITE  HARD  CANDY  COLOR 

Trailer  Trash 

FAVORITE  ROCK  BANDS  Prodigy,  Garbage,  Jamiriquoi 

FAVORITE  QUOTE  "Don't  stop  until  you  get  enough" 
(Michael  Jackson) 

BUSINESS  PHILOSOPHY  "1  trust  no  one  totally.  But  1 
trust  everyone  a  little." 

that  could  help.  I  was  like,  0.  K. 
called  411." 

In  Mai'ch,  1996,  the  management 
suiting  fuTTi  delivered  Hard  Candy's 
ior:  Bill  Botts,  a  61-year-old  foi  ' 
Rockwell  International  Coi-p.  execu 
with  a  smattering  of  cosmetics  exj) 
ence.  Calm  and  fatherly,  Botts  pn 
out  functional  charts  while  wide-( 
Hard  Candy  staffers  sat  around  hii 
the  floor.  He  explained 
foreign  concepts  as  cash  tl 
invoicing,  production,  and  ^ 
tribution.  "It  was  hke  a  li 
going  on,"  says  Dinah. 

Botts,  though,  wasn't  . 
sure  he  wanted  to  join 
brat  pack.  He  had  started  ; 
sold  several  high-tech  com 
nies,  including  Vertex  Di  - 
Systems  Inc.,  now  a  unit 
software  company  Autodc 
in  Sausalito,  Calif.  The  I 
thing  he  needed  was  "tin 
kids  running  around  stumM 
over  each  other" 

But  Mohajer's  enthusia 
and  the  prospects  of  a  ! 
score  won  Botts  over.  First,  he  di' 
up  an  organizational  plan.  Dinah  wn 
retain  creative  control  and  major 
ownership.  Botts  would  be  CEO,  will 
minority  stake.  Ben  and  Pooneh,  \\ 
had  joined  Hard  Candy  full-time,  \\  i  >i 
also  get  healthy  equity  stakes.  I- 
then  hired  a  finance  officer,  produi 
chief,  and  director  of  marketing, 
used  his  contacts  to  set  up  a  network 
sales  reps  to  sell  to  customers  includi 
Neiman  MaiTus,  Nordstrom,  Mac^s,  a 
Bloomingdale's,  as  well  as  Han-od's 
London  and  stores  in  Europe,  Japs 
Taiwan,  and  New  Zealand. 

Despite  its  solid  stnicture.  Hard  C< 
dy  could  sizzle  away  as  fast  as  it  heat 
up.  "Fashion  is  quixotic,"  sa 
Allan  Mottus,  editor  of  f 
rnformationist,  a  cosmeti 
trade  magazine.  "Turning 
fasliion  statement  into  a  bra 
name  is  a  whole  other  thinj 
But  for  now,  business 
booming.  Everyone  fi'om  E 
tee  Lauder  to  funky  Urbi 
Decay  has  come  out  wi 
Hard  Candy  imitatior 
Revlon  just  launched  a  knoe 
off  line  called  StreetWear. 

Dinah  exudes  confidenc 
"We've  got  a  gi'eat  team  tha 
ready  to  play  the  game 
win,"  she  says.  Spoken  like 
tycoon.  Totally  not  retarded 
By  Eric  Schine  in  Bever 
Hills,  Calif. 
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SPEND ''MOi?^  TIM 


hoosing  f 


R  COPY  PAPER 


AND  LESS  TIM 


^.pulling 


IT  OUT  OF  YOUR 


When  you  said  you  enjoy  rolling  up  your  sleeves     smoothly.  Choose  your  paper  a  little  more  carefully 
and  getting  your  hands  dirty,  clearing  paper  jams     and  you'll  save  yourself,  well,  a  handful  of  trouble, 
wasn't  exactly  what  you  had  in  mind.  May  we  recommend  Hammermill?  It  has  the 

Happily,  paper  jams  are  something  you  can  help  stiffness  and  weight  to  glide  through  even  the  fastest 
avoid.  A  lot  of  jams  happen  when  the  paper's  H^Q^MjH  copiers.  Sheet  after  sheet  after  sheet,  it  gives  you 
too  light  or  too  limp  to  run  through  your  copier  HUiUiitfll  copies  as  clean  as  your  hands  will  stay. 

Forjree  samples  and  information  on  iiiherf  to  buy  Hamnwniull  paper,  call  1-800-242-2148.  international^)  paper 


se 
th. 
all 
m: 
at 

on 
f& 
er 
ce 
G. 
nc 
er 
H 
in 
C 
ai 
w 
as 
n; 
n" 
w 
"I 
Is 
o: 
n 
b 
a 
n 


is  hs  desire  to  1 
the  weld  seethes 


Behind  Ron  Siemans 
success  in  helping  to  grow 
Royal  Caribbeans  fleet 


->=':  i 


and  give  30,000 
travel  agents  quick  access  to 
their  reserv  ations  database. 


Lpgi'adiiig  his  AS/400  to  PowerPC 

technolog)  increased  the 
performance  of  customer  reservations 
by  50%  with  ahnost  no  downtime. 

Four  ships  hcconw  fnurU'en.  hour  itiiwnu  ics 
Ix'conic  over  fifty.  As  this  (i<igressii  ('  cxjxin- 
sion  takes phice  at  Rovol  Carihhean.  Ron 
Sic'inan.  I  P..  IT.  ndtclu's  AS/ 100  AdKuu  cd 
Series  easily  exp(uu I  ivilh  them. 

Thirty  thousand  travel  a<ienls  around 
the  H  orld  aecess  l\oy(d  (.arihheans  reser- 
vation systems,  so  speed  (uid  relicdulity  are 
crucial.  Fortunately.  Hon  u  (ts  able  to 
upgrade  to  Oi-hil  lUSC.  processing  n  ilhoul 
having  to  reirrite  sofln  are  or  experience 
costly  doivntime.  hid  99.')"(i  uptime  for 
AS/lOO  nwans  virtmdly  no  missed  sales. 

'^lle've  certainly  pushed  the  envelope 
u  ith  the  AS/iOO's  capahilities.  und  il 
ch'iuly  has  facilitated  neiv  gron  th.  adds 
lion.  As  Royal  CaribUe(ui  greiv.  so  did  the 
number  of  systeni"^  it  intenu  ts  ivith.  Sun. 
\ovell.  Data  (General,  landem.  \  T.  to  mane 
a  few.  Rut  lh(ud,s  to  IS/IOO's  oj)en  (uvhitec- 
lure.  they  all  connect  secunlessly 

To  learn  hon  AS/ 100  Adnuiced  Series 
nith  I'oiverFClechnology  can  heep  your 
business  on  course.  (/;//  I  oOO  Ui\F2  Kill.  ext. 
B  1210.  and  ash  about  our  3.')"v  fiiumcing.' 
Or  visit  us  (U  /(  /CM      tOO.ibm.<  (>m. 


^inancini    lable  from  IBM  Credit  Cotporation  to  qualified  commercial,  stale  and  local  government 
S:  400  At    id  Series  together  v/ith  selected  soltware  and  services  3,9%  applies  to  best  credit  customers 
int'i  lerr   her  rates  and  terms  available  Rates  vary  based  on  credit  rating,  Imancing  terms  and  options. 
'  'nr     nut  notice  Offer  subject  to  credit  approval,  and  other  restrictions  may  apply.  Systems  must  be 
1  J-  '996.  .and  installed  by  January  31. 1997.  IBII/I  and  AS'400  are  registered  trademarks  and 
,n  111  plane!  are  trademarks  of  International  Business  Machines  Corporation  All  other  com- 
1     re  tiaoemarks  or  registered  trademarks  of  their  respective  holders.  ©  1996  IBM  Corporation. 


Solutions  for  a  small  planet 


An  AS/400' Advanced  Series  Solution 


Behind  Ron  Siemans 
success  in  helping  to  grow 
Royal  Caribbeans  fleet 


is  his  desire  to  let 
the  world  see  the  worli 


and  give  30,000 
travel  agents  quick  access  to 
their  reservations  database. 


Upgrading  his  AS/400  to  PowerPC™ 

technology  increased  the 
performance  of  customer  reservations 
by  SO'Vo  with  ahnost  no  downtime. 

hour  sliii>s  l)('(  ()iiu'  fourteen,  l  our  itiwnuicx 
heroine  over  jiflv-  In  '/"^  a^^ressive  exjxu}- 
sion  tdkes  place  at  Roval  Caribbean.  Ron 
Sienmn.  I.I'..  IT.  Hatches  AS/ UH)  Adnuieed 
Series  e(tsil\  exjHUid  irilh  lliein. 

Thirty  llionsdiiil  travel  aij^ents  around 
the  ivorld  access  Rov<d  Carihheans  reser- 
vation systems,  so  speed  (uul  reliability  are 
crucial,  horliinateh:  Ron  ivas  <d>le  to 
upgrade  to  ()  1-bit  RISC.  pro( cssiuLi  without 
havinij:  to  rewrite  softwiwe  or  experience 
costly  don  ntinw.  ind  ')'>.'>"'<i  uptime  for 
AS/ 1(1(1  means  virtually  no  misse  d  sales. 

'^Ih've  certainly  pushed  the  envelope 
ivith  the  AS/ KKTs  capidtilities.  and  it 
clearly  has  jacilitiUed  ueu  iirou  tli.'  <ulds 
Ron.  As  Roy(d  C.arihbe<ui  ^ren\  so  did  the 
number  o/  systems  it  interacts  ivith.  Sun. 
I\dvell.  Data  (Jenend.  liuidem.  i\T.  In  u(uue 
a  few.  Rut  thanlis  to  IS/ IIIO's  open  architec- 
ture. th(X  (dl  connect  se<nnlessh. 

To  leai  n  hou    iS/l()()  Idnniced  Series 
n  illi  RinverPC  technoloy^y  can  L-eep  your 
l)usiness  on  course.  ( all  I  iUXi  lR\l-'2 Ki'tl.  ext. 
I)  121(1.  and  ash  (dxnit  our  :'>.'f"'(i  fuuuu  iuii. 
Or  visit  us  at  ii  iviv. as  llHI.ibm.com. 


n  Financing  available  tram  IBM  Credit  Cotporation  lo  qualified  commercial,  state  and  local  government 
rASrtOO  Advanced  Series  together  v;itti  selected  sollwareand  services  3  9%  applies  to  best  credit  customers 
month  terms.  Other  rates  and  terms  available  Rates  varv  based  on  credit  rating,  tinancing  terms  and  options 
ct  to  change  withoiit  notice  Offer  subject  to  credit  approval,  and  other  lesttictions  may  apply  Systems  must  be 
before  December  31. 1996.  and  installed  by  Jaiiuaty  31. 1997,  IBM  and  AS/400  are  legisteted  Irademarks  and 
I  Solutions  tor  a  small  planet  are  trademarks  ol  International  Business  Machines  Corporation  All  other  corn- 
product  names  are  trademarks  or  registered  irademarks  ol  their  respective  holders.  ©  1996  IBM  Corporation 
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FREEZE!  THIS  IS 
A  SOFTWARE  RAID 

These  days,  even  unwitting  pirates  are  subject  to  big  fines 


business  sections  of  the  L.  A.  Ti)i  > 
the  Chicago  Ttihune  and  the  Ch 
Plain  Dealer"  boasts  Bob  Krugr,  i. 
bsa's  vice-president  for  enforcenrnt. 

In  recent  months,  the  bsa  has  xp 
imented  with  a  new  tack  in  itrarl 
piracy  campaign.  Billboards  in  ke  luj 
tions  in  Manhattan,  aimed  at  Wall  .t 
workers  and  ad  agency  employee;  ) 
passersby  to  "Nail  Yoiu"  Boss"  by 
a  BSA  hot  line  and  anonymously  i 
ing  suspicions  of  illegal  copying.  1 1 
most  BSA  investigations  begin  wit 
NASTY  SURPRISE.  "We  rely  h 
4^  on  the  kindness  of  strangers 
says  Kjngei'.  That's  a  bit  h-onie 
the  bsa's  clout.  The  group  ci 
of  nine  members:  Adobe, 
Computer,  Autodesk,  Bt 
Systems,  Lotus  Developmei 
crosoft,  Novell,  The  Santa. < 
Operation,  and  Symantec.  Tcaetl 
er  they  sell  75%  of  the  coui;rj 
business  software.  The  bsa  proioti 
its  800  number  on  radio,  in  magaaitl 
and  on  software  boxes.  Vendorsall 
forward  tips  they  solicit.  Microsol  fi 
instance,  takes  reports  at  l-800tl!: 
LEGIT  and  piracy@microsoft.comTll 
result:  36,000  calls  in  foui*  years.  Driij 
the  same  time — while  the  staff  rt'i 
from  4  to  30 — the  gi'oup  took  leg;  sj 
tion  against  1,500  companies  an^  ri 
ceived  nearly  $19  million  in  settlenjit 
all  of  it  used  to  finance  fuither  enlrc 
ment.  Suits  are  filed  in  fewer  thanlO' 


Robert  L.  Goldsmith  couldn't  have 
been  more  shocked.  One  day  last 
June,  U.  S.  marshals  appeared  at 
the  door  of  CeraMem  Corp.  in 
Waltham,  Mass.,  and  announced  that  the 
$1  million  environmental-research  firm 
was  under  suspicion  of  pirating  soft- 
ware. Armed  with  a  court  order,  inves- 
tigators from  the  Washington  trade 
gi"oup  Business  Software  Alliance  kicked 
employees  off  their  computers.  Then, 
with  U.  S.  marshals  at  their  sides,  they 
rummaged  through  the  machines  in 
search  of  stolen  goods,  using  a  program 
that  compiles  information  on  installed 
software.  "The  bsa  marched  in  here 
with  storm  troopers,"  CeraMem  Presi- 
dent Goldsmith  indignantly  says  of  the 
group,  whose  sole  mission  is  enforcing 
copyright  law  for  major  business-soft- 


REVENGE  PLAY:  Billboards  are  I 
popping  up  that  offer  a  hot  line  ami 
urge  passersby  to  "Nail  Your  Boss" 


does-it  school  may  want  to  think  twice. 
First,  there  are  real  benefits  to  going 
legal  (page  16).  And  second,  whatever 
the  risks,  the  consequences  of  getting 
caught  are,  to  say  the  least,  unpleasant. 

Wliat  can  happen  to  captui'ed  pii-ates? 
Under  federal  law,  if  you  distribute 
copies  to  your  colleagues  of,  say,  Mi- 
crosoft Word,  you  can  face  civil  fines  of 
up  to  $100,000*.  Settlements  of  bsa  law- 
suits have  nm  fi-om  $40,000  to  $500,000. 


ware  pr-oducers. 


SOFTWARE 


In  addition,  illegal  software 


It's  unlikely  software  cops    must  be  destroyed  and  re- 


will  kick  down  youi-  door  anytime  soon. 
Over  the  past  year,  the  bsa's  U.  S.  en- 
forcement actions  have  numbered  just 
550,  and  less  than  10%  of  those  involved 
actual  raids.  Most  often,  suspects  get  let- 
ters urging  voluntary  compliance.  But 
casual  software  pirates  of  the  everybody- 


placed  at  current  retail  prices,  which 
can  be  a  huge  expense.  And  you'll  have 
to  endure  humiliating  publicity  when 
the  BSA  or  another  Washington-based 
trade  group,  the  Software  Pubhshers 
Assn.,  makes  an  example  out  of  you. 
"We've  made  front-page  news  in  the 


of  cases.  Actions  usually  are  st  t 

Today,  the  BSA  and  the  spa  aw: 
just  going  after  huge  corporatio'-s- 
they're  after  you.  "The  gi-eat  maj(dt 
of  the  companies  that  we  investiji 
and  pursue  fall  into  the  categor 
small  and  medium-sized  busine^e 
maybe  as  high  as  90%,"  says  Ki-i  . 
Their  key  problem,  says  the  spa's  I 
Beruk,  director  of  domestic  antipii 
is  the  failure  to  monitor  and  enf\ 
anticopying  policies. 

Although  the  BSA  paints  pirate:  i 
thieves,  much  of  the  crime  is  unin^i 
tional.  Many  smaller  companies  d 
employ  software  managers,  and  .-i 
ware  licenses  are  notoriously  compj: 
causing  confusion  about  legality,  vn 
often,  executives  don't  know  that  ^ 
ployees  have  copied  software.  That  •<. 
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Send  more.  Save  more. 


If  you're  a  business  that  sends  lots  of  packages  every  year, 
you  could  save  a  lot  of  money  with  Priority  Mail™  from  the 
U.S.  Postal  Service.  Priority  Mail  two-pound,  two- to  three- 
day  packages  are  only  $3.  FedEx""  two-day  service  is  about 
$8  and  UPS"  about  $6.* 

You  don't  even  have  to  call  for  a  Priority  Mail  pickup  or 
pay  extra  for  it.  The  letter  carrier  who  brings  your  mail  every 
day  can  take  your  packages  for  you  free.  FedEx  charges 
$2.50  extra  for  pickups,  UPS  about  $3  extra. 


And  with  Priority  Mail,  there's  no  extra  charge  for  your 
customers  to  receive  their  packages  on  Saturdays,  when 
part  of  regular  Saturday  postal  delivery.  FedEx  charges  $1 0 
extra  for  Saturday  delivery.  UPS  doesn't  even  offer  two-day 
Saturday  deliveries. 

So?  Saving  money? 
Free  daily  pickups? 
Saturday  deliveries? 
What's  Your  Priority?       What's  Your  Priority?  <.i 


PRIORITY 
MAIL 


UNITEDSTATES  POSTAL  SERVICE  TM 


"Priority  Mail  average  delivery  of  2-3  days.  Price  comparisons  based  on  Priority  Mail  up  to  2  lbs  vs  2-lb  published  rates  for  UPS  2nd  Day  Air'  from  $6  25  and 
FedEx  2Day "  from  S7  45  Surcharge  tor  Priority  Mail  on-demand  pickup  ®  1996  USPS 


1-800-THE-USPS  ext.  2003  http://www.usps  gov 
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the  case  at  CeraMem,  says  Goldsmith. 

CeraMem  had  no  one  responsible  fo)' 
managing  softwai-e.  "People  would  biing 
in  and  load  jirogi-ams  they  had,  and  we 
just  didn't  control  it,"  Goldsmith  says.  A 
disgruntled  former  employee  called  the 
bsa's  hot  line  and  turned  in  Cei'aMem. 

The  BSA  brought  suit  against  the  12- 
person  company  and  a  sister  manufac- 
turing firm,  CeraMem  Separations  Inc., 
also  in  Waltham,  and  got  a  court  order 
for  the  raid.  Auditors  found  renegade 
copies  of  Autodesk,  Lotus,  Microsoft, 
and  Novell  {jrograms.  Facing  what  Gold- 
smith says  the  bsa  called  "a  potential 
million-dollar  liability,"  CeraMem  set- 
tled foi-  $48,000  last  September. 

"They  have  a  small  company  over  a 
baiTel,"  complains  Goldsmith.  "You  can't 
afford  to  fight  it."  It's  true  no  BSA  law- 
suit has  ever  gone  to  trial,  but  Kiiiger 
says  that's  because  copyi'ight  cases  are 
open-and-shut.  "Was  there  infiingement? 
There's  not  a  lot  a  company  can  do  to 
make  that  go  away,"  he  says. 
FRAMED?  Critics  of  the  trade  groups' 
tactics  tiuestion  theii'  reliance  on  "snitch- 
es" with  an  a.x  to  grind.  Bob  Snyders, 
president  of  Thermal  Equipment  Corp., 
a  Torrance  (Calif.)  manufacturer  that 
was  also  sued  and  raided  by  the  bsa, 
says  that  an  unhappy  employee  deliber- 
ately distiibuted  two  dozen  illegal  copies 
of  progi'ams  before  leaving  the  finii,  ful- 
ly intending  to  call  in  the  bsa.  "I  find 
that  abhori'ent  and  totally  contrary  to 
fair  dealings  with  people,"  he  says. 

KiTiger  responds  that  the  bsa  doesn't 
bother  with  frivolous  cases  and  says 
targeted  companies  often  attack  the  tip- 
stei"'s  I'eputation.  Beyond  that,  bsa  won't 
discuss  details  of  a  settled  case.  Tliennal 
Equipment  and  sister  company,  Baron 
Blakeslee  Inc.  in  Long  Beach,  Cahf., 
settled  for  $85,000  in  November 

Both  the  bsa  and  the  spa  say  high 
fees,  raids,  and  humiliating  actions  ai'e 
waiTanted  as  a  deteiTent.  Software  pii'a- 
cy  is  rampant,  representing  26%  of  all 
software  in  use  in  the  U.  S.  and  causing 
domestic  losses  of  $2.9  billion  in  1995, 
according  to  the  bsa.  Worldwide  that 
year,  piracy  losses  totaled  $15.2  billion. 

But  executives  of  raided  companies 
feel  strong-ai'm  tactics  are  cruel  and 
unusual  punishment.  "If  the  bsa  had 
come  to  us  under  its  voluntary  compli- 
ance pr(),i>Tam,  we  would  have  complied," 
says  Goldsmith.  "Basically,  we  got  ham- 
mei'ed  by  the  BSA  and  it  r-eally  wasn't 
necessary."  The  softwar-e  police,  how- 
ever; want  you  to  know  that  it's  always 
possible. 

By  Elaine  L.  Appleton  in 
Newburyport,  Mass. 


HOW  TO  AVOID 
WALKING  THE  PUNK 


Staying  legal  takes  some  work, 
but  it's  not  as  hard  or'  expensive 
as  you  might  think.  And  ther-e 
ar'e  concrete  benefits  as  well,  such  as 
the  ability  to  get  technical  support, 
documentation,  and  notification  of 
upgr-ades.  Most  publishers  offer 
existing  customer's  discounts  on  new 
versions,  so  you  can  keep  software 
up-to-date  economi-  •  ■ 
cally.  On  the  flip 
side,  unlicensed 
software  can  cause 
problems  even  if 
you're  not  audited. 
Crash  your  net- 
work with  a  pirated 
version  of  Word- 
Perfect, and  ther-e's 
no  one  to  call  for 
help.  And  if  you 
download  illegal 
softwar'e  from  the 
Internet,  you  risk 
scooping  up  a  virus. 

So  what  exactly 
does  "legal"  mean? 
If  you're  buying 
softwar'e  one  copy 
at  a  time,  you  need 
a  hcense  for  each 
pr'ogr'am  nmning 
on  a  computer'.  For 
softwar-e  running 
on  a  network  or 
several  computer's, 
you  need  a  networ'k 
or  multiple-copy  li- 


PEAUb  UFMliSD 
You  can  download  free  audit 
kits  that  will  scan  your  hard 
cense.  And,  conven-  drives  and  network  servers 

tional  wisdonn 

notwithstanding,  it's  illegal  to  copy 
Mysi  from  your  kid's  computer  and 
load  it  onto  your'  office  PC.  For  more 
on  copyr'ight  law,  log  on  to  the  Soft- 
ware Pubhsher's  Assn. 
(http://www.spa.or'g)  or'  Business 
Software  Alliance  home  pages 
(http://www.bsa.org),  or  check  out 
Microsoft  Corp.'s  Licensing  &  Soft- 
ware Management  Guide  on  the  com 
pany's  Web  site  (http://www. 
micr'osoft.com). 

To  make  sur'e  your  software  is  le- 
gal, do  a  self-audit  by  downloading 
free  audit  kits  published  by  either 
the  BSA  or  the  spa.  These  pr'ograms 
scan  hard  drives  and  network 


servers  and  create  spreadsheets  of 
existing  software  ver'sion  numbers, 
dates  installed,  and  assorted  details  y 
that  identify  the  programs.  You  then 
comjiare  this  infor-mation  to  yoiu'  li- 
censes. And  don't  worry  about  the 
audit's  scope.  If  you've  got  the  soft- 
ware,  these  pr-ograms  will  find  it: 
The  spa's  SPAudit  tr-acks  4,400  titles,  j 
POINT  PERSON.  It's 
also  a  good  idea  to 
make  one  person 
responsible  for 
software  manage- 
ment. To  br"ing 
that  person  up  hi 
speed,  SPA  offer-s  ;i 
one-day,  $895  "Ct  r 
tified  Softwar'e 
Manager"  semin;ir. 
Topics  include  how 
to  conduct  self- 
audits  and  differ-- 
ences  in  licensing 
agr'eements. 

Another  step  is 
wr'iting — and  en- 
forcing— a  soft- 
war'e policy  that 
bars  copying.  Most 
managers  alr'ead\ 
tell  wor'ker's  not  to 
copy  softwar'e,  but 
they  don't  follow 
up — sometimes, 
until  it's  too  late. 

What  if  you're 
ter-minally  disor'ga- 
nized  and  don't 
want  to  tr'ack  soft- 


ware yourself?  If  you  buy  through  a 
third-party  reseller',  such  as  asap 
Softwar'e  Expr'ess,  it'll  do  it  for  you, 
keeping  a  list  of  your  software,  j)ur'- 
chase  dates,  version  numbers,  pr-ice, 
and  the  kind  of  Hcense  (single-user, 
site-license,  and  so  forth). 

Sur'e,  resellers  shave  dollars  off  the 
list  price  and  offer'  useful  combina- 
tions of  licensing  options  and  up- 
gr'ades.  But  per-haps  theu'  biggest 
benefit  is  standing  by  you  in  times  of 
trouble,  with  jar'oper  paper-wor'k  in 
hand.  Then,  if  you're  accused  of  pir'a-  ' 
cy,  you  can  bring  out  the  g'uns  r*ather 
than  I'un  up  a  white  flag. 

By  Elaine  L.  Appletoi 
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Introducing  SIMPLE, 
Fidelity's  newest  option  in 
nail  business  retirement  plans, 


SIMPLE-IRA 


Salary  reduction  plan  with 
less  administration. 


401(k) 


Salary  reduction  plan  with  features 
such  as  vesting  schedules  and  loans. 


SEP-IRA 

Easy  to  set  up  and  maintain. 

Keogh 

Hisher  contribution  maximums. 


Fidelity 


The  new  SIMPLE-IRA  Plan  is  a  retirement  plan  which 
is  easy  to  understand,  set  up  and  administer.  It  was 
designed  for  companies  with  100  or  fewer  eligible 
employees,  whose  owners  want  their  employees  to  save 
for  retirement  through  a  salary  reduction  plan.  The 
SIMPLE-IRA  can  help  attract  and  retain  employees 
and  provide  attractive  tax  advantages. 

The  Fidelity  SIMPLE-IRA  Advantage 

You'll  find  that  the  Fidelity  SIMPLE-IRA  Plan  is 
truly  a  turnkey  retirement  solution  which  offers: 

•  Flexible  choice  of  investment  options 

•  Dedicated  employer  servicing  to  help  you  set  up 
and  maintain  your  plan 

•  Retirement  Specialists  to  answer  your 
employees'  questions 

•  Excellent  value  including  a  range  of  no  load' 
mutual  funds  and  a  plan  fee  waiver  for  1997 

Call  For  Your  Free  Fact  Kit  Today 

Call  a  Retirement  Specialist  or  visit 
your  local  Investor  Center  today  to 
request  your  free  fact  kit  on  the  new 
SIMPLE-IRA  Plan,  which  includes 
everything  you  need  to  get  started. 


Investments 


www.fidelity.com 

1-800-544-5373 


TDD  SERVICE:  1-800-544-0118  lor  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

For  more  complete  information,  including  charges  and  expenses,  on  any  fund  available  through  Fidelity,  call  for  a  free  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 

'This  offer  applies  to  certain  Fidelity  retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan'  Fund  and  Fidelity  Select 
Portfolios'  are  excluded.  Fidelity  Distributors  Coiporation.     Fidelity  Brokerage  Services,  Inc.    Member  NYSE.  SIPC.    Workplace  savings  retire- 
ment plans  provided  by  Fidelity  Investments  Institutional  Services  Company.  Inc.  4d/26623.001 
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Roundtable 


BREAKNECK  GROWTH 
WITHOUT  A  SCRATCH 

PointCast's  Chris  Hassett  on  how  to  run  a  Net  pacesetter 


In  just  four  short  years,  PointCast  Inc. 
has  gone  from  being  an  anonymous 
startup  to  a  red-hot  Internet  media  com- 
pany, flush  with  $%8  million  from  out- 
side investors.  Behind  its  success  is  the 
insight  that  most  people  would  rather 
have  information  ''pushed"  outo  their 
screen  from   the  Internet  |V|ANAG 

than  have  to  spend  hours   

finding  it  tliemselves.  Since  PointCast 
laimched  its  hdernet  broadcasting  ser- 
vice last  year,  tnore  than  one  million 
viewers  have  come  to  use  it  regularly. 
The  company's  SI,- year-old  CEO,  Christo- 
pher R.  Hassett,  talked  with  Assistant 
Managing  Editor  Somh  Bartlett  about 
the  management  issues  he  lias  faced 
si)i,ce  co-founding  the  coihpany  in  1992. 

Q:  How  did  PointCast  get  started? 


A:  Well,  it  began  with  me  sitting 
around  at  night  trying  to  figure  out 
what  I  was  going  to  do  with  some  of 
the  personal  investments  I  was  tiying 
to  make.  And  fimdamentally,  it  was  hard 
foi-  me  to  figui'e  out  how  to  get  what  I 
wanted  out  of  the  online  services.  So  if 

iEMENT  ^'  ^^^"^  ^  technical  back- 
  ground,  was  having  diffi- 
culty, it  was  pretty  apparent  to  me  that 
the  mass  market  certainly  wasn't  go- 
ing to  be  engaged  in  this  activity.  It 
just  wasn't  going  to  work  for  people 
who  didn't  have  a  technical  backgi'ound. 

So  we  [my  brother  and  my  wife  and 
I]  thought,  let's  make  it  easy.  Let's 
participate  in  the  invention  of  this  new 
personalized  broadcast  medium,  and 
by  making  it  easier,  we  will  open  the 
doors  to  masses  of  people  and  create 


a    new   business  HASSETT:  The 

opportunity.  basic  rides  are 

easy  to  learn.  Tli 
Q:  WJiat  hxippened  hard  part  is 
at  that  point?         sticking  to  them 
A:  We  incorporat- 

ed.  That's  kind  of  the  first  thing  yi 
do.  It  costs  $50,  and  the  lawyer  visi 
your  company.  My  brother  Greg  and 
began  wi'iting  the  company's  first  a 
plication.  I  was  in  my  hving  room  ai 
Greg  was  in  his  house. ...  I  put  aboi 
$80,000  into  the  company  in  the  beui 
ning  of  '93.  By  the  way,  we  were  n 

getting  paid  We  used  the  money 

fimd  advertising.  In  the  early  days  v 
were  trying  to  build  a  veiy  lean  org 
nization,  because  you  want  to  test  i 
idea  without  investing  a  huge  amount 
money  until  you  get  a  sense  of  wh; 
the  market  will  bear. 

Q:  You've  gone  from  a  company  wi\ 
three  people  to  one  that  has  220  en 
ployees.  How  hard  has  that  been? 
A:  To  gi-ow  and  build  a  culture  in  yoi 
company  and  have  a  camai'aderie  and  , 
respect  level  among  your  employee 
that  allows  you  to  succeed,  and  at  tl 
same  time  to  try  to  get  some  wor 
done,  and  get  the  product  launched,  an 
get  the  world  to  underetand  what  you'i 


ENT  18  BUSINESS  WEEK  /  ENTERPRISE 


g  to  do — it': 
enge. 


an  enoiTnouslv  difficult 


{on-  did  you  create  a  PointCast 
ire? 

Tiere's  a  set  of  management  tools 
have  evolved  since  the  beginning  of 
irate  capitalism  which  can  be  as 
lane  and  silly-sounding  as  weekly 

meetings,  which  ai-e  so  tempting 
.0  do,  because  you  have  too  many 
-  things  to  do.  But  if  you  don't  do 
I,  you  lose  control.  So  it  stalls  -nith 

of  simple  things  like  that,  all  the 
up  to  making  sure,  when  we  were 
ing  our  staff,  that  we  foimd  people 
will  communicate  oui"  cultm-al  val- 
iouTi  to  theii'  employees.  Of 
■ultiu-al  values  that  I've  put 
ace,  every  single  one  of  my 
presidents  knows  them. 


Q:  How  do  you  get  around  that? 
A:  I'm  just  very  disciplined.  I  won't  let 
it  happen.  I  don't  cai'e  what's  going  on.  I 
won't  deprioritize  the  organizational  tools 
that  ai"e  necessaiy  to  keep  the  company 
tied  together.  And  that's  hai-d  at  times 
because  we  ai'e  gl•o^^■ing  so  fast,  and  we 
recognize  that  we  have  so  much  oppor- 
ttmity  in  front  of  us  that  sometimes  you 
can't  see  the  forest  for  the  trees. 

Q:  Hoic  do  you  delegate? 

A:  I  have  a  set  of  \ice-presidents  that 

basically  run  the  organization  I  don't 

like  to  micromanage  at  all.  If  you  have 
talent  at  high  enough  levels,  where  they 
can  take  an  objective  and  execute  on 


Tfiat  are  they? 
he  fti-st  is  that  everybody's 
,\Tier  in  the  company,  even- 
's part  of  the  option  plan, 
second  is,  I  don't,  in  any 
put  up  with  politics.  I  don't 
to  be  lobbied.  If  you  get  in- 
id  with  another  employee, 
all  three  sit  down  and  talk 
t  it.  So  there's  just  ways 
2m  build  an  understanding, 
we  all  have  to  respect  each 
r,  so  you  don't  get  into  the 
tion  where  the  friction  be- 
n  gi'oups  builds  over  time 
things  just  break  down, 
jmmunication  is  key.  Anybody  in 
company  can  have  access  to  me, 
ly  time  they  want.  Admittedly,  my 
Me  is  packed.  But  if  they  want  to 
to  me,  they  can.  And  I  want  to 
;hat  at  every  level.  I  don't  want  a 
id-door  pohcy.  We  have  company 
;ings.  We  have  ralhing  events.  We 
two  paities  a  yeai"  a  holiday  pai*- 
nd  a  summer  picnic  where  fami- 
:ome. 

e  really  try  to  build  a  team,  be- 
e  after  aU,  it's  a  competitive  world 
;here. 

Vhat  are  some  of  the  tougher  man- 
lent  issues  that  you've  faced? 
11  tell  you  what's  really  hard,  is  the 
)tation  not  to  focus  on  cultui'e.  Be- 
e  if  you  just  think  about  all  the 
^s  that  you  need  to  do  in  yom*  day, 
tend  to  prioritize.  It's  real  easy  to 
lown  at  the  bottom  of  youi'  list  the 

of  amoi-phous  things  that  are  diffi- 
to  see  the  results  of,  like  cultui'e.  So 
;  ends  up  happening  is,  you  stait  to 

them  off  the  list:  "We  won't  have  a 
pany  meeting  next  week.  There's 
nuch  going  on."  So  one  of  the  hard- 
;hings  is  to  avoid  the  temptation  to 
he  viTong  thing. 


OPEN  DOOR:  Anybody 
in  the  company  can 
have  access  to  me,  at 
anytime  they  want. 
Admittedly,  my 
schedule  is  packed. 
But  if  they  want  to 
get  to  me,  they  can' 


it,  then  you've  got  the  right  people 
working  for  you.  If  you  have  people 
that  you  have  to  micromanage  and  tell 
them  how  to  do  theh-  job,  you  don't. 

Q:  Did  you  have  to  go  through  several 
layers  of  people  in  order  to  find  them? 
A:  Oh,  yes.  I  recmited  each  and  even- 
one  thi'ough  a  process  where,  at  any 
given  stage,  I  interviewed  10  people. 
But  sometimes  I  can  go  tbrough  25. 

Q:  Do  you  ever  find  time  to  relax? 
A:  I  ride  a  motorcycle.  And  I  have  got- 
ten into  race-cai'  diiNing.  I  have  had  no 
intention  of  ever  racing  competitively, 
but  it's  pretty  fun  to  drive  a  car  at  140 
miles  an  houi;  without  pei-sonally  getting 
a  ticket. 

Q:  Hoiv  about  u-alki)ig  at  a  really  slow 
pace? 

A:  Actually,  sometliing  I  do  often,  when 
I  get  this  involved,  is  I  will  take  a  long 
walk  and  I'll  just  digest.  You  talk  about 
information  overload.  You're  growing 
this  fast,  there's  a  lot  of  decisions  to  be 
made  all  the  time.  And  people  are  al- 
ways needing  of  your  time.  And  if  you 
can  get  away  for  15  or  20  minutes  a 
day.  just  to  digest,  it's  very  helpftil. 


If  voiitliink  the  buildings 
are  bi^  in  New  York... 


Wait  until  vou  see  the  size 
of  a  Manhattan  East  suite. 


At  Manhattan  East  Suite  Hotels, 
you'll  experience  one  of  New 
York's  greatest  luxuries.  Space. 
You'll  stav  in  an  apartment-sized 
suite  with  room  to  relax,  a  kitchen 
and  the  ftill  ser\ice  and  business 
amenities  you  expect -all  for  the 
price  of  an  ordinarv  hotel  room. 
And  with  nine  hotels  to  choose 
from,  vou're  sure  to  find  one 
close  to  where  \'0u  wmt  to  be. 

For  reservations  or  a  brochure, 
call  vour  travel  agent  or 
1-800-994-3286. 

Manhattan 
H  East  Suite 
Hotels 

Get  the  better  of  New  York. 

©  Manhattan  East  Suite  Hotels 
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At  Your  Service 


AN  INCREDIBLE  BOON 
FOR  THE  SELF-EMPLOYED' 

Medical  savings  accounts:  A  big  tax  break  for  helping  to  insure  yourself 

Last  year,  Stephen  Felder,  a  self-  I 
employed  engineeiing  consultant  in 
Lake  'Alfi-ed,  Fla..  paid  Mutual  of 
Omaha  Insurance  Co.  $290.49  a 
month  for  family  health  insiu*ance  with  a 
$2,500  per-person  deductible.  His  wife, 
Victoria,  wonied  that  if  the  family  of 
foui'  ever  had  a  serious  cai-  accident,  they 
would  pay  $10,000  in  deductibles  before 
coverage  kicked  in.  Even  then,  insur- 
ance would  pay  only  80%  of  expenses. 

Today,  Felder  enjoys  better  coverage 
at  a  lower  cost,  under  a  Golden  Rule 
Insurance  Co.  policy  regulated  by  the 
new  health  insurance  reform  law.  His 
$253.73  premium  buys  100%  coverage, 
after  a  total  family  deductible  of  $3,000. 
Il^^l^jll  Felder  can  cover  most 
NSURANCE  deductible  by 
  contributing  tax-de- 
ductible dollars  to  a  medical  savings  ac- 
count. The  MSA  pays  5%  annual  tax-fi-ee 
interest,  and  Felder  can  withdraw  fimds 
to  pay  for  dental  work,  eyeglasses,  or 
other  medical  expenses  not  covered  by 
his  policy. 

TIME-SENSITIVE.  The  Health  Insurance 
Portability  &  Accountability  Act,  which 
took  effect  on  Jan.  1.  was  designed  to 
make  health  insurance  accessible  for 
some  of  the  42  million  who  cuiTently 
do  without.  For  at  least  a  few  months, 
until  interim  caps  kick  in.  it  creates  a 
taxpayer-subsidized  opportiuiity  for  self- 
employed  people  such  as  Felder  and 
companies  with  up  to  50  employees  to 
buy  cheaper  coverage. 

The  legislation 
authorizes  individu- 
als and  small  com- 
panies to  buy  so- 
called  catastrophic, 
high-deductible 
health  pohcies  in 
conjunction  with 
MSAs,  which  work 
like  individual 


re- 


HEALTHY 
RETURN 

Unused  funds  in  MSAs  can 
pile  up  tax-free  interest 


tn-ement  accounts. 
Participants  or  theii'  employers  can  de- 
posit up  to  65%  of  an  individual's  de- 
ductible or  75%  of  a  family  deductible 
into  the  ms.a  each  year 

The  new  pohcies  ami  msas  can  mean 


lower  costs  for  small  companies  who 
want  to  provide  their  employees  with 
comprehensive  insurance.  But  employ- 
ers always  have  been  able  to  deduct 
the  expense  of  workers'  medical  insur- 


ance, so  their  savings  fi'om  msas 
modest.  By  contrast,  msas  are  "an 
credible  boon  for  the  self-employ( 
says  Greg  Scandlen,  who  heads 
Health  Benefits  Group,  an  msa  cons 
ing  fuTn.  "For  the  first  time,  they  g( 
100%  deduction  for  part  of  theii"  med 
expenses."  In  1996,  before  the  msa, 
employed  workers  could  deduct  30^ 
health  premiums. 

Experts  say  such  products  will  pr 
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WinFax  PRO 


"Faxing  right  from  my  computer 

can  save  me  time? 
But  I  don't  have  time  to  save  time'. 


Relax,  this  won't  take  a  minute.  We'd 
just  like  to  point  out  a  couple  of  options  for 
faxing  your  documents: 

You  can  pnnt  out  your  documents,  carry 
them  over  to  your  fax  machine,  stack  the 
pages  in  the  paper  tray  push  the  dial  button, 
dial  the  number,  and  wait  for  your  document 
to  slowly  hum  and  gnnd  its  way  page  by  page 
through  your  fax  machine. 

Or  you  can  press  one  key  and  send  your 
document  with  WinFax  PRO.™ 

Option  two  IS  much  faster  Whether  you're 
faxing  a  single-page  invoice  or  a  twenty- 
page  proposal. 

And  since  your  faxes  are  sent  nght  from 
your  computer,  every  single  page  will  arrive 
looking  crisper,  clearer,  and  considerably 
more  professional.  Which  of  course  makes 
you  look  more  professional,  too. 

Whether  you  work  ^ 
alone,  in  a  group  or  on 
the  road,  njnning  Windows  3.1 
or  Windows  95,  you'll  work 
faster  and  look  better  with 
our  new  fax  software. 

So  get  yourself  a  copy  of 
WinFax  PRO  today  Because 
if  there's  one  thing  you  don't  have,  it's  time 
to  waste  feeding  pages  one  by  one  into  a 
fax  machine. 

Buy  WinFax  PRO  By  Phone 
And  Get  1st  ACT!  Free 

Order  WinFax  PRO  for  just  $99  and  get 
a  free  copy  of  our  contact  database.  A  $79 
value,  1st  ACT!  lets  you  instantly  find  phone 
and  fax  numbers,  addresses,  and  other 
contact  information. 

This  special  offer  is  not  available  in  any 
store.  And  it's  even  backed  by  a  full  60-day 
money-back  guarantee.  Simply  call  us  at 
1-888-2WINFAX  ext.  9NA12.  If  you  need  more 
information,  you  can  visit  us  on  the  Web  at 
www.symantec.com/winfax.  But  hurry,  this 
offer  expires  March  31st,  1997. 


SYMANTEC. 


Symantec  is  a  registered  trademark  and  WinFax  PRO  is  a  trademark  of  Symantec  Corporation,  All  other  brand  names  are  the  property  of  their  respective  owners  ©1997  Symantec  Corporation. 
All  rights  reserved  In  Canada,  call  1-800-365-8641  In  Australia,  call  02-879-6577.  In  Europe,  call  31-71-535-3111. 
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BLUE  CROSS  & 
BLUE  SHIELD  OF 
NEW  JERSEY 

GOLDEN  RULE 
INSURANCE 

Dallas 


especially  attractive  to  healthy  self-em- 
ployed people  who  have  few  actual 
health  expenses.  Dr.  Niranjan  Shah,  a 
self-employed  cardiologist  in  Holmdel, 
N.J.,  says  his  family  of  four  never 
spends  more  than  $500  a  year  on  health 
care.  He  bought  a  new  high-deductible 
policy  from  Blue  Ci-oss  &  Blue  Shield  of 
New  Jersey  and  an  msa  for  the  tax 
benefits.  If  his  family  stays  in  good 
health,  the  money  he  sets  aside  can  ac- 
cumulate interest  tax- 
free,  and — unlike  em- 
ployees" contributions  to 
flexible  spending  ac- 
counts— can  be  carried 
over  from  year  to  year. 

Importantly,  the  m.sa 
is  a  pilot  project.  The 
law  authorized  just 
750,000  accounts  before 
2000  and  imposed  inter- 
im caps  for  earlier  years. 
If  the  MSAs  exceed  this 
yeai''s  cap,  the  Ti-easury 
Dept.  can  bar  new  em- 
ployer-sponsored ac- 
counts as  of  Sept.  1  and 
new  self-employed  ac- 
counts on  Oct.  1. 

That  leaves  a  "nine- 
month  window  this 
year"  to  establish  an  un- 
limited number  of  msas, 
notes  David  Lack,  exec- 
utive director  of  the 
Council  for  Affordable 
Health  Insurance.  The 
financial  services  indus- 
try, true  to  form,  is  ris- 
ing to  the  opportunity. 
Some  30  insurers  al- 
ready offer  high-de- 
ductible health  policies 
and  MSAS,  and  47  addi- 
tional firms  expect  to  in- 
troduce products  by  the 
spring,  says  Mark  Mor 
ris,  executive  vice-pi'esi- 
dent  of  Eclipse  Medi- 
Save  America  Corp.,  an 
Indianapolis-based  con- 
sultant (table). 
PRICE  CHECK.  Insurers 
typically  offer  either  an 
indemnity  product  that  pays  a  percent- 
age of  each  claim,  or  a  preferred 
provider  organization  that  offers  lower 
costs  if  pohcyholders  stick  to  a  hmited 
network  of  doctt.rs  and  hospitals.  Many 
administer  both  thf  insm-ance  policy  and 
the  msa;  others  affi''  ite  with  banks  or 
other  institutions  thai  handle  the  MSA. 
Blue  Cross  &  Blue  Shield  of  New  Jer- 
sey, for  example,  offers  msa  Blue,  in- 


At  Your  Service 


eluding  full  coverage  of  preventive  care, 
with  an  msa  administered  by  First 
Union  Bank.  WellPoint  Health  Networks 
has  joined  with  Mellon  Bank,  which  al- 
lows msa  funds  over  .$2,000  to  be  in- 
vested in  its  Dreyfus  mutual  funds. 

How  do  you  soil  tlu'ough  the  panoply 
of  offerings?  First,  check  the  price. 
Abundant  supply  doesn't  mean  that 
these  policies  are  always  a  gi-eat  deal. 
In  some  areas,  catastrophic  policy  pre- 


NEW  YEAR  S  REVOLUTION 

As  of  Jan.  1,  Congress  authorized  a  new  class  of  high-deductible 
health  insurance  specifically  for  the  self-employed  and  workers  at 
small  companies.  Already,  dozens  of  insurers  have  begun  offering 
such  policies.  These  products,  linked  to  medical 
savings  accounts  administered  by  the  insurer  or  an 
associated  bank,  all  have  a  $1,500  individual  and  $3,000 
family  annual  deductible. 


INDEMNITY  PRODUCTS 


COVERAGE* 


HUMANA 

Texas 


100% 


100% 


PREF 


COVERAGE' 
IN/OUT  OF 
NETWORK 


BLUE  CROSS  & 
BLUE  SHIELD  OF 
NEW  JERSEY 

GOLDEN  RULE 
INSURANCE 

Dallas 


100%/80% 


100%/75% 


WELLPOINT  80%/0% 
HEALTH  NETWORKS 

San  Francisco 

HUMANA  90%/ 
Texas  70% 

'Percentage  ot  claims  paid,  after  deductible,  ' 
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OUT-OF-POCKET 

LIFETIME 

MAXIMUM 

MAXIMUM 

SINGLE/FAMILY 

BENEFIT 

$3,000/ 

Unlimited 

$5,500 

$1,500/ 

$2  million 

$3,000 

$1,500/ 

$5  million 

$3,000 

mm 

OUT-OF-POCKET 

LIFETIME 

MAXIMUM 

MAXIMUM 

SINGLE/FAMILY 

BENEFIT 

$2,750/ 

Unlimited 

$5,500 

$5,000/ 

$2  million 

$5,000  per 

person 

$3,000/ 

$5  million 

$5,500 

MONTHLY 
PREMIUM** 
SINGLE/FAMILY 


f2,000/$4,000 
P,000/$5,500 


$5  million 


"Monthly  premium  for  35-year-old  nonsmoking  male  m 
specified  state  or  city. 


miums  for  individual  coverage  aren't 
much  cheaper  than  a  good  managed- 
care  plan.  "And  don't  hesitate  to  ask 
for  new  price  quotes  every  quarter," 
suggests  Morris. 

Pay  close  attention,  too,  to  how  the 
policy's  deductible  is  applied.  Golden 
Rule's  $4,500  family  deductible  applies 
even  if  just  one  individual  requires  care. 
Mutual  of  Omaha's  $4,500  deductible, 


however,  limits  any  individual  farl 
member's  deductible  to  $2,250  in  exp' 
es  before  coverage  begins.  In  additi 
consumers  should  determine  which 
penditiu'es  will  be  ajjpUed  to  their  j 
cies'  deductible  and  out-of-pocket  c; 
Some  insui'ers  apply  only  regular  ph 
cian  and  hospital  charges  to  the 
ductible,  while  others  also  allow  de: 
and  vision-related  charges,  even  if  s 
sei-vices  aren't  covered  by  the  policy. 

others  allow  only  a  perci 
age  of  "usual,  customary, 
reasonable"  exjjenses  to  q 
ify  toward  the  deductibl 
Evaluate  how  out-of-p< 
et  caps  are  applied  in 
feiTed  provider  organizati 
Golden  Rule's  ppo  ofi 
100%  coverage  for  serv 
from  doctors  and  hospital 
its  network  and  75%  co' 
age  outside.  Patients  can 
up  to  $5,000  in  out-of-i 
work  coinsurance,  plus 
deductible.  By  comparii 
WellPoint  Health  Netwo 
hopes  to  get  California 
ulatory  approval  to  of 
80%  coverage  in  netw 
and  none  out  of  networ 
but  its  out-of-pocket  caps, 
$3,000  for  individuals 
$5,500  for  families,  inch 
the  deductible. 

Figiu'ing  out  the  MSA 
self  shouldn't  be  as  compl 
The  account  should  all 
easy  access  to  ftmds  to  { 
current  medical  bills 
also  provide  a  high  rate 
return  on  unused  assets, 
good  MSA  administrator 
track  deposits,  claims  wi 
drawals,  and  expenditur 
It  also  can  adjudicate  i 
reprice  claims,  infonning 
count  holders  if  deductib 
and  out-of-pocket  exper 
caps  have  been  met. 

The  big  risk?  Expe 
worry  that  some  work( 
won't  save  enough,  especi 
ly  in  the  short  run,  to  co^ 
unanticipated  expenses, 
you  do  not  put  enough  money  into  yc 
MSA  because  you  think  you're  healt 
and  you  get  hit  with  a  big  claim,  y 
won't  have  enough  money"  to  pay  for 
notes  Kwasha  Lipton  health  consult; 
Howard  Tarre.  The  government's  g 
to  small  business  and  the  self-employ 
can  be  a  godsend — but  only  if  peo} 
actually  act  on  it. 

By  Phoebe  Eliopoulos  in  Washingt 


$84/ 
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THERE'S  A  BIG  DIFFERENCE  BETWEEN 
CLARISWORKS  AND  OTHER  OFFICE  SUITES. 


CLARISWORKS  4.0  INTERNET  EDITION 
LONG  ON  PERFORMANCE.  LEAN  ON  MEMORY. 


Of  course  you  need 
a  software  suite 
that's  incredibly 
intuitive,  functional 
and  easy  to  use, 
but  you  certainly 
don't  want  one  that 
hogs  a  huge  chunk 
of  your  hard  drive. 
Welcome  to  ClarisWorks'4.0  software 
for  Windows  95  or  Mac"  OS;  a  complete 
office  productivity  suite  which  includes 
full-featured  word  processing,  database, 
spreadsheet,  graphics  and  presentation 
capabilities.  ClarisWorks  is  exceptionally 


All  the  Office 
you  need— and 
Internet  tooi 


compact,  taking  less  than  one-hfth  the 
hard  disk  space  you  need  for  Microsoft 
Office  97.  Hardly  surprising  that  each 
component  also  runs  significantly  faster. 
You'll  be  able  to  move  along  faster,  too. 
ClarisWorks  is  simple  to  install  and 
learn,  and  comes  complete  with  several 
"Assistants"  and  other  automated  features 
for  setting  up  documents  and  handling 
all  your  business  needs. 

Need  access  to  the  Internet'^  No 
problem.  ClarisWorks  Internet  Edition 
comes  with  software  that  makes  getting 
connected  a  snap,  plus  Netscape 
Navigator  '  for  browsing  the  web  and 


even  Claris  Home  Page  software  that 
allows  you  to  create  your  own  web  pages 
without  wrestling  with  HTML  programming. 

Buy  ClarisWorks  and  you'll  see  why  it 
was  rated  higher  than  Microsoft  Office  for 
reliability,  value  and  overall  performance 
in  a  recent  Dataquest  survey.  It's  at  your 
local  reseller,  or  call  1-800-424-9733  ext. 
1435  to  order.  For  more  information  visit 
us  at  www.claris.com. 


CLARIS' 


Simply  powerful  software." 


®  1997  Clans  Corporation  All  Rights  Reserved  ClarisWorks  is  a  registered  trademark  and  Claris  Home  Page  is  a  trademark  of  Claris  Corporation  Mac  is  a  registered  trademark  of  Apple  Computer,  Inc 
Netscape  Navigator  is  a  trademark  of  Netscape  Communications  Corporation  All  other  trademarks  are  property  of  their  respective  owners 


\ 


I M I  1!  3m-8  iMBKe^nafla  nail  1 800  466-3299  (IDil'  ^5294)  '^UHi  tlenoles  inWrnal  clocIf  speed  of  the 
mif.mprocflSSOrwHBi  ladors  also  ailed  apiilicalion  pBrlnrmarcn,  ^(38  -,  SfflO'n  ftyles:  *May  be  preloaded, 
iiicliifled  on  a  crj^HH^teilo  orilur  on  a  CO,  Diskettes  and  hard  copy  docurnentatjon  avaitaljle  at  wctra 
cli.iKje  'Model  ij  r.'ilHKjifeled  IBM  aiittiorlwd  retailer  price.  Actual  prir:e5  may  vary  Other  models  range  up 
to  JZ,999  lUM,  I  tiiiii<^B|r5»ckPoirit  III  and  Soluiioris  lot  a  small  planet  are  tradernarks,ol  International 
Business  Macliines  CDrimWfl.  l  oin';  and  SmartSiiitc  are  registered  trademarks  of  Lotus  tJevelopinent  Corp, 
,  The  Inlet  liiMde  kyqu  .mil  l^iljpl)!  ari;  ir^flisiernif  trademarks  ol  Intel  Corp,  i.«1997  IBM  Corp, 


For  under  $2,000, 
you  could  have  a 
Compaq  or  a  ToshiJ3£ 

You  could  also 
have  a  ITiird^cPad. 


No  reason  to  let  a  little  thing  1 
money  stand  between  you  an 
Think IVtd.  Beeause  now,  fori 
than  $2,000.  you  can  have  on( 
your  own— with  Pentium®  proces 
power,  integrated  TrackPoint. 
award-winning  design  and  t 
unmatfdied  ThinkPad  "feel."  J 
eall  1  HOO  426-7255;  ext.  son, 
more  details  and  to  find  out  wh 
you  ean  buy  one.  Or  come  v 
us  at  w  W  W. pr.ibm.com/thinkp 
V  better  place  to  thi 


ThinlcPad 


I  In:, 1. 1;,. I  .;<:  \ll 

IHdMllz' pnwpssor.  8MB  nwuiory.  I.DSGB 
lianl  ilisk.  11.3-im  ll  scivcn,  TmckPoint  III, 
l\  CD-ROM.  Loliifi  SnmrlSuile.'  $1,899 f 


Solutions  for  a  small  planet'^ 


Jconomics 


LICY 


>N  ECONOMIST  WHO 
XPLAINS  IT  ALL 

w  CEA  Chair  Yellen  has  a  knack  for  demystifying  data 


Vhen  Janet  L.  Yellen  was  a 
graduate  student  in  economics 
at  Yale  University,  classmates 
quickly  figured  out  that  the 
way  to  decipher  Professor  James 
in's  lectures  was  to  borrow  her 
!S.  And  long  after  Yellen  received 
PhD  in  1971,  the  Yellen  Notes— as 


economist  husband,  Gteorge  A.  Akerlof,  a 
former  CEA  staffer  who  is  widely  per- 
ceived as  a  future  Nobel  laureate. 

In  academic  circles,  Yellen  and  Aker- 
lof— who  met  in  1977  as  young  Fed 
economists  and  were  mairied  the  next 
year — have  won  acclaim  for  the  origi- 
nality of  their  research,  to  say  nothing 


Berkeley,  they  conducted  gi'oundbreaking 
research  that  refuted  prevaiUng  wisdom 
about  how  the  economy  functions  (table). 
In  the  1970s,  economists  such  as  Robert 
E.  Lucas  Jr.  of  the  University  of  Chicago 
had  argued  that  using  monetary  and  fis- 
cal policy  to  move  the  economy  was  fu- 
tile, since  people  adjust  their  behavior 
in  ways  that  negate  the  pohcy  changes. 
This  "rational  expectations"  theory 
gained  widespread  acceptance  at  the  ex- 
pense of  the  Keynesian  school,  which 
held  that  the  government  could  act  to 
smooth  out  business  cycles. 

But  in  a  landmark  1985  paper,  Yellen 
and  Akerlof  argued  that  individuals 
lacked  the  time  and  resources  to  con- 
duct the  intensive  research.  Such  a  de- 
viation from  Lucas'  assumptions,  when 
magnified,  might  mean  that  an  interest- 
rate  cut  could  have  a  major  impact  on 
the  economy.  Former  Fed  Vice-Chaii'- 


BRAINSTORMING  IS  A  FAMILY  AFFAIR 


ONETARY  POLICY:  In  the 

)70s,  Nobel  winner  Robert 
icas  argued  that  anticipated 
langes  in  monetary  policy 
ouid  not  affect  unemploy- 
ant  because  they  are 
'eady  discounted.  But 
lien's  and  Akerlof's  1985 
iper,  a  cornerstone  of  mod- 
n  economics,  showed  that 
ilicy  can  be  effective  as 
ig  as  prices  and  wages  are 
mewhat  sticky. 

^EMPLOYMENT:  In  a  free 
arket,  wages  should  adjust 
eliminate  unemployment. 
;llen  and  Akerlof  argued  in 
?90  that  fairness  considera- 
)ns  can  prevent  companies 
Dm  cutting  wages  enough  to 
nploy  all  workers. 


y  became  known — served  as  dynamic  DUO: 

unofficial  textbook  for  genera-  Yellen  makes 
is  of  graduate  students.  "She  sure  Akerlof's 
a  genius  for  expressing  com-  ideas  will  fly 
ated  arguments  simply  and 
.rly,"  says  Nobel  winner  Tobin. 
^ellen's  talent  for  penetrating  arcane 
'68  has  served  her  well — as  an  eco- 
lics  professor  at  the  Univei'sity  of 
ifomia  at  Berkeley  and  as  a  Federal 
serve  Board  governor.  Now,  those 
thesizing  skills  will  be  tested  in  her 
gest  assignment  yet:  chair  of  the 
ite  House  Council  of  Economic  Ad- 
!rs.  And  Yellen  brings  another  re- 
rce  to  the  job  as  well,  her  Berkeley 


of  then-  clout.  "It  will  be  a 
very  powerful  wife-hus- 
band   team,"  predicts 
David  Vogel,  a  professor 
at  Berkeley's  Haas  School 
of  Business.  Such  colleagues  say  Ak- 
erlof often  comes  up  with  breakthrough 
ideas,  but  it  is  Yellen  who  supplies  the 
academic  rigor.  Akerlof  "is  more  inter- 
ested in  the  inspiration  than  the  hard 
work  of  putting  it  together  in  a  profes- 
sionally plausible  foitn — he's  off  to  the 
next  idea,"  says  Tobin.  "She  provides 
the  discipline  that  makes  them  go." 

The  couple  has  been  collaborating  pro- 
fessionally for  more  than  a  decade.  At 


ADVERSE  SELECTION: 

Akerlof  originated  the  modern 
theory  of  how  markets  fail 
when  buyers  and  sellers  do 
not  have  the  same  informa- 
tion. For  example,  people  who 
know  they  are  ill  tend  to  take 
out  more  medical  and  life 
insurance,  raising  the  rates 
higher  than  they  should  be. 

ZERO  INFLATION:  Last 
year,  Akerlof,  with  William 
Dickens  and  George  Perry  of 
the  Brookings  Institution, 
argued  that  cutting  inflation 
to  zero  can  actually  raise 
unemployment.  They  suggest 
that  a  low  but  moderate  infla- 
tion rate  brings  the  best 
results  in  terms  of  output  and 
employment. 


man  Alan  S.  Blinder  says  the  couple's 
research  "has  given  theoretical  econom- 
ic underpinnings  to  the  New  Keynesian 
school,"  which  explains  why  government 
intervention  in  the  economy  is  some- 
times justified. 

RELUCTANT  AT  FIRST.  Yellen,  who  was 
swoiTi  in  to  the  CEA  job  on  Feb.  13,  has 
quietly  emerged  as  a  forceful  figure  on 
her  own.  As  a  Fed  governor  since  1994, 
she  helped  convince  fellow  governors 
that  downsizing  and  foreign  outsourc- 
ing was  enabhng  the  economy  to  run 
with  lower  unemployment  and  less  in- 
flation than  was  thought  possible.  Last 
fall,  Yellen  and  Fed  Chairman  Alan 
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Greenspan  joined  in  arguing  that  the 
strong  economy  wouldn't  trigger  an  in- 
flationary spike — a  call  that  appears 
shrewd  today.  "Janet  pushed  for  more 
conceptual  analysis  within  the  Fed," 
says  one  central  bank  colleague.  "She 
wanted  the  Fed  to  ask  less  'What's  the 
Chicago  Purchasing  Managers  Index?' 
and  more  'What  are  the  broader  forces 
affecting  the  economy?' " 

In  choosing  Yellen  to  succeed  Joseph 
E.  Stiglitz,  who  is  leaving  to  become 
the  World  Bank's  chief  economist,  Ad- 
ministration officials  passed  over  oth- 
ers with  gi'eater  marquee  value.  But 
Ti'easury  Secretary  Robert  E.  Rubin 
says  the  White  House  talked  Yellen  into 
the  job  because  "we  wanted  someone 
who  could  bring  a  rigorous  analytic  ap- 
proach to  the  issues  and  who  could 
work  well  with  others."  So  gi'eat  was 
the  Clintonites'  respect  for  her  thinking 
that  while  at  the  Fed,  Yellen  periodi- 
cally briefed  cea  officials  on  such  topics 
as  the  labor  markets  and  welfare  re- 
form. Moreover,  in  the  Clinton  Admin- 
istration, loyalty  has  been  a  big  requisite 
for  the  job:  cea  chairs  have  been  ex- 
pected to  sell  policies,  even  if  they  dis- 
agi'eed,  or  at  least  remain  silent. 
BATTLES  AHEAD.  For  now,  Yellen  says 
she's  in  synch  with  the  Administration's 
thinking:  She  favors  balancing  the  bud- 
get but  opposes  a  constitutional  amend- 
ment. She  hints  she's  skeptical  of  calls  to 
invest  part  of  the  Social  Security  Trust 
Fund  in  stocks.  And  she  backs  Clinton's 
plan  to  provide  tax  incentives  for  edu- 
cation and  training.  "I'm  concerned 
about  rising  inequahty  of  earnings  and 
its  long-term  social  implications,"  she 
says.  "Education  is  the  answer." 

Above  all,  Yellen  wants  to  focus  on 
rewriting  last  year's  sweeping  welfare 
reforms,  which  she  fears  may  exact  a 
huge  toll  on  children  without  a  safety 
net  during  the  transition.  "I  am  anx- 
ious to  fix  welfare,"  she  says.  "There 
has  to  be  more  training  and  child  care." 
Based  on  research  with  Akerlof,  Yellen 
doubts  that  slashing  benefits  will  deter 
poor  single  women  from  having  babies. 
The  couple  believes  instead  that  the  an- 
swer may  lie  in  pi'oviding  easier  access 
to  birth  control  and  in  punishing  men 
who  don't  support  their  children. 

Despite  her  strongly  held  views,  Ad- 
ministration insiders  question  whether 
Yellen  has  the  steel  to  prevail  in  inter- 
nal battles  over  economic  policy,  which 
have  been  increasingly  decide-!  by  Ru- 
bin and  Deputy  Ti-easury  Stn-etary 
Lawi-ence  H.  Summers.  If  the  new  cea 
chair  intends  to  shape  as  well  as  sell 
economic  policy  for  the  Administration, 
she  may  have  to  produce  another-  im- 
pressive set  of  Yellen  Notes — this  time 
for  the  man  in  the  Oval  Office. 

By  Dean  Foust  in  Washmgton 


TELECOMMUNICATIONS 


SPRINT'S  WIRELESS 
HIGH-WIRE  ACT 

Two  cable  partners  want  out,  and  talks  are  delicate  at  b* 


Two-and-a-half  years 
ago,  Sprint  Corp. 
ChaiiTnan  William  T. 
Esrey  saw  what  he 
thought  was  the  communi- 
cations company  of  the  fu- 
ture: a  joint  venture  with 
three  cable-TV  companies. 
The  company  would  build 
a  $9  biUion  digital  vrii'eless 
system  using  its  personal- 
communications  service 
(PCS)  technology  to  leapfi'og 
competitors,  and  it  would 
use  the  cable  systems  to 
get  into  the  local-calling 
business.  Esrey  figui'ed  the 
wireless  part  of  the  ven- 
tui"e  would  be  larger  than 
Sprint  itself  by  2001. 

So  much  for  the  vision 
thing.  Splint  pes  has  been 
plagued  by  delays,  and  its 
cable  partners  are  losing 
their  ardor  not  only  for 
the  venture  but  for  the 
phone  business,  period. 
The  alliance  backed  off 
last  yeai-  ft'om  plans  to  sell 
local  seivice  over  the  cable 
companies'  lines.  Now, 
Sprint  is  in  talks  vrith  its 
partners  to  find  a  way  for 
at  least  two  of  them — 
Tele-Communications  Inc., 
with  a  30%  stake,  and 
Comcast  Corp.,  with 
15% — to  cut  their  equity 
in  Sprint  pes.  Cox  Com- 
munications Inc.,  the  third 
cable  partner,  is  likely  to 
hold  on  to  its  15%  share. 
TWO  SCENARIOS.  Fortu- 
nately for  Splint,  it  can  af- 
ford to  rescue  the  joint 
venture.  Its  long-distance  business  is  go- 
ing well,  reflected  in  the  20%  rise  in  its 
long-distance  calling  volume  last  year 
uid  the  22.1%  gain  in  its  stock  price. 
Plus,  selling  off  a  20%  stake  in  Sprint 
last  year  to  Deutsche  Telekom  and 
France  Telecom  for  $3.6  billion  has  given 


SPRINT  PCS  CEO  SUKAWATY 

Smaller  rivals  have 
outflanked  him,  but  he 
could  still  get  the  jump 
on  AT&T  and  MCI 


Esrey  financial  nm. 
to  maneuver  Buif 
the  wrangling  v ' 
his  cable  parti 
drags    on,  Sp 
could  lose  valu;  ■■ 
time. 

According  to 
ecutives  close  tn 
talks,  wliich  have  been  going  on  for  ^ 
eral  months,  two  possible  Sprint  • 
scenarios  are  on  the  table.  The  c^ife  • 
companies  could  either  sell  their  stas 
in  the  venture  directly  to  Sprint,  wlihj 
ab-eady  holds  40%,  or  the  wireless  \  i- 
ture  could  go  pubHc,  allovring  the  p 
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OUR  pollCYHOlDCRi  wt  ARS  SNCAGbD  IN  A  GREAT  MUTUAL  ENTERPRISt  IT  li  GREAT  BECAUSE  IT  SEEKS  TO  PREVENT  CRIPPLING  INIURIES  AND  DEATH  BY  REMOVING  I  HE  CAUSES  OF  HOME.  HIGHWAY  AND  WORK  ACCIDENTS  IJ 


Liberty  Mutual's  managed  care  Is  as  fast  as  Hector's  fast  break.  After  his  accident,  Hectors 
employer  called  our  24-hour  claims  service  hotline.  We  lound  the  right  doctor  to  treat  him,  at 
the  right  price.  A  rehabilitation  nurse  coordinated  a  return-to-work  plan.  And  through  our  on-site 
rehabilitation  program,  a  therapist  worked  to  help  Hector  properly  do  his  job  and  avoid  reinjury, 
so  today  Hector  is  back  on  the  job  (and  on  the  boards)  leading  a  safer,  more  secure  hfe. 
^    There'j  more  information  we  e)  like  to  ^ihare.  So  please  call  John  Ryan  LIBERTY 

MUTUAL 

at  (617)  574-58-^2  or  vLiit  our  wektite  at  http://www.lihertynxutual.com  free  Join  of  J^'het^ 
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Information  Processing 


ners  to  sell  their  shares  on  the  open 
market.  In  either  case,  the  cable  com- 
panies ai-e  eager  to  cash  in  at  least  pail 
of  their  holdings.  "If  we'd  had  our  way, 
we  would  have  gone  pubhc  six  months 
ago,"  says  a  senior  cable  executive. 

So  far,  the  negotiations  are  amica- 
ble— all  of  the  companies  want  to  pre- 
serve the  value  of  their  investments. 
However,  tensions  are  rising.  For  ex- 
ample, the  cable  partners  have  yet  to 
approve  a  1997  budget.  That's  largely  a 
technicality  right  now,  but  if  there's  no 
1997  or  1998  budget  by  next  Jan.  1,  the 
cable  partners  could  push  to  liquidate. 
"Think  of  it  as  a  bargaining  chip,"  says 
the  cable  executive. 

Sparring  among  the  partners  comes 
at  a  critical  juncture  for  Esrey:  Sprint 
PCS  is  in  the  midst  of  launching  its  net- 


work. The  venture  vrill  go  head  to  head 
with  cellular  companies  offering  less 
versatile  and  noisier  analog  systems, 
but  Esrey's  gamble  is  huge:  Sprint 
bought  more  pes  hcenses  in  the  Feder- 
al Communications  Commission's  auc- 
tions than  any  other  company,  paying 
$2.6  billion  to  cover  the  entire  U .  S. 
"We  have  hcenses  for  every  inch  of  the 
counti-y,"  boasts  Esrey. 
BUGS.  Putting  those  licenses  to  use  has 
not  been  a  smooth  process.  After  an  af- 
filiate launched  digital  service  in  the 
Washington  area  in  November,  1995, 
Splint  p(  's  was  .supposed  to  start  service 
in  several  cities  in  November,  1996.  But 
technical  problems  caused  a  one-month 
delay  and  forced  Sprint  to  settle  for 
eight  markets  by  the  end  of  1996  I'ather 
than  the  15  to  20  it  had  planned.  Why? 
One  of  its  two  equipment  suppliers, 
NortheiTi  Telecom  Ltd.,  found  bugs  in 
the  software  used  to  tietect  and  diag- 
nose system  problems,  "he  nine  mar- 
kets now  up  and  running  ^  ere  built  by 
Lucent  Technologies.  Nori;-!  says  the 
problems  are  fixed,  and  the  first  two 
networks  using  its  equipment  are  sched- 
uled to  start  up  on  Feb.  20.  StUI,  the  de- 


lays were  a  black  eye  for  Sprint. 

While  Sprint  pes  dithered,  competi- 
tors pushed  ahead.  Western  Wireless 
Corp.  has  started  service  in  six  mar- 
kets, and  PrimeCo  Personal  Communi- 
cations— a  joint  ventui'e  of  Bell  Atlantic, 
Nynex,  U  S  West,  and  AirTouch  Com- 
munications— in  16,  including  Dallas,  Mi- 
ami, and  New  Orleans.  Even  tiny  Orn- 
nipoint  Corp.  beat  Sprint  PCS  to  the 
punch  in  the  important  New  York  mar- 
ket, launching  last  November.  Sprint  is 
shooting  for  a  Big  Apple  startup  before 
the  end  of  June.  "Sprint  has  kind  of 
dropped  the  ball,"  says  Chnton  McClel- 
lan,  an  analyst  vrith  Dataquest  Inc. 

Sprint  concedes  that  its  initial  roll- 
out is  taking  longer  than  first  sched- 
uled but  says  it  shouldn't  matter  in  the 
long  lun.  "Our  business  plan  has  never 


counted  on  a  big  front-end  bubble,"  says 
Andrew  Sukawaty,  chief  executive  of 
Sprint  PCS.  He  speaks  from  some  ex- 
perience— Sukawaty  helped  launch  PCS 
service  in  Britain  two  years  ago.  It  has 
since  taken  45%  of  the  wireless  market 
there  from  the  two  cellular  players. 

Sukawaty  says  Spiint  PCS  will  offer 
service  in  65  cities  by  June,  including  35 
of  the  nation's  50  biggest  markets.  That 
may  be  several  months  beliind  smaller  ri- 
vals, but  it  will  give  Spiint  a  jump  on  its 
biggest  long-distance  competitors,  at&t 
and  MCI  Communications  Inc.  Stealing  a 
march  on  those  two  is  important,  since 
all  thi'ee  companies  hope  to  bimdle  wii'e- 
less,  local  calling,  and  long  distance  to- 
gether. AT&T  plans  to  launch  its  pes  ser- 
vice by  midyear,  while  MCi  won't  stall 
reselling  pes  services  purchased  from 
Next  Wave  Telecom  Inc.  untO  yearend. 

Sprint's  cable  partners  still  think  the 
wireless  venture  will  succeed.  But 
Sprint  PCS  lost  much  of  its  strategic  im- 
portance to  TCI  and  Comcast  over  the 
past  year.  Instead,  they  want  to  devote 
more  resources  to  their  basic-cable  busi- 
ness. For  one  thing,  the  technology  to 
offer  phone  service  over  cable  has  been 


slow  to  develop,  and  trial  results  ',\ 
been  mixed.  "We  never  got  offh 
gi'ound  with  that  concept,"  concedes? 
rey.  Cox  is  the  one  partner  still  pi  a 
ing  phone  service  over  cable. 
NAME  GAME.  TCI  has  been  the  mosi 
cal  about  pulling  back,  ceo  John  C. 
one  wants  to  generate  close  to  $1  1» 
in  free  cash  flow  this  year,  and  heV 
likely  to  achieve  that  if  TCi  makes  it 
quired  contributions  to  Sprint  P(  - 
filed  documents  in  January  for  ,i 
fering  of  TCi  Telephony  stock,  w 
Vv'ould  include  its  Sprint  PCS  intere^ 
TCI  spokesman  says  tci  Telephony- 
TCi — will  be  responsible  for  hono 
the  company's  remaining  $440  mi 
commitment  to  Sprint  pes. 

Esrey  is  not  likely  to  look  kindl; 
an  offering  of  TCi  Telephony  st 


though  Sprint  dechnes  to  commeiii 
TCl's  plans.  The  stock  would  prol); 
dampen  the  market's  interest  in  Si) 
pes'  ovm  stock  sale,  which  Sprint  \\  i 
like  to  do  eventually.  "That  would  s( 
up  Sprint's  plans,"  says  an  analyst  t 
to  the  deal.  Although  Malone  has  i 
documents  for  the  TCi  Telephony  nl 
ing  with  the  Securities  &  Excha 
Commission,  no  date  has  been  set. 

Sukawaty  professes  not  to  worry, 
four  partners  have  ah-eady  sunk  $3 
lion  of  the  $4.2  billion  they've  pled 
into  Splint  PCS,  and  an  additional 
billion  in  credit  was  secui*ed  from  tl 
lenders  in  October.  That  should 
enough  to  finance  the  venture  if  it  st 
to  its  plan.  Besides,  Esrey  is  willinj 
buy  his  partners  out.  "If  more  [equ 
became  available,  we'd  look  favon 
on  acquiring  more,"  he  says.  With  I 
billion  in  cash  sitting  on  Sprint's  ' 
ance  sheet,  Esrey  can  make  good 
that  pledge.  Given  Sprint  pcs'  plao 
honor  in  his  strategy,  it's  likely  the 
be  a  buyout — or  an  iPO — by  yearen( 

By  Peter  E  1st  mm  in  Kansas  C 
with  William  C.  Symonds  in  Toro 
and  bureau  reports 


Digital  Static 
at  Sprint 

Sprint  PCS,  the  wireless 
partnership  of  Sprint,  TCI,  Cox 
Communications,  and  Comcast, 
may  have  launched  the  nation's 
first  network  for  a  wireless 
personal-communications  service 
(PCS),  in  November,  1995,  but  it 
hasn't  been  able  to  hang  on  to 
its  lead.  The  reasons: 


TECHNOLOGY  Software  glitches  have  held 
down  the  number  of  cities  where  Sprint  PCS 
has  rolled  out  service,  to  nine  rather  than  the 
15  to  20  planned  by  now 

ROCKY  RELATIONS  TCl's  John  Malone  says 
he  wants  to  pour  all  new  investments  into  his 
core  cable  operations,  raising  questions  about 
TCl's  commitment  to  financing  Sprint  PCS 

COMPETITION  With  five  to  eight  wireless 
licenses  awarded  in  each  region,  competition 
will  keep  Sprint  PCS's  margins  thin  tor  the 
forseeable  future 
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Theft,  Vandalism,  And  Chaos. 


Three  Compelling  Reasons 
To  Do  Business  With  McAfee. 


Download  McAfee 


McAfee  Im  the  third  most  popular  software  Web  site  on  the  V  internet.  People  doumload 
our  products  free  then  par  us  to  get  upgrades  and  our  award-winning  technical  support 


lost  companies  don't 
mage  their  networks. 
They  survive  them. 

i  because  today's  networks 
(nstantly  vandalized  by  viruses,  hackers,  and  even  your  own 
)yees.  While  your  managers  battle  the  chaos  of  demanding 
end  users,  more  complex  software  and 
multiple  operating  systems. 

It's  a  tough  environment  that,  frankly 
we  like  very  much. 

After  all,  finding  innovative  ways  to 
keep  networks  s;ife,  sane,  and  simple  to 
manage  is  what  we  do  better  than  anyone. 

And  it's  why  McAfee  is  the  largest  and 
fastest  growing  company  in  PC  network 
security  and  management. 


the  \ 


is  one  of  the  top  10 
mre  companies  in 
■Ui  -  and  the  fastest 


Some  people  think  they're  stealing  our  software. 

Afee,  our  innovations  aren't  limited  to  our  products.  We've 


changed  the  very  way 
companies  buy  software. 

We  pioneered  the 
subscription  pricing  model 
that  Netscape  and  others  now  use.  It's  simple:  People  download  our 
software  without  paying  for  it  -  then  they 
come  back  and  pay  us  just  I 
technical  support  and  two 
yeare  of  free  upgrades. 

Last  year,  8  million 
people  did  just  that. 

Of  course,  some  people 
do  steal  our  software. 
But  they  end  up  spreading 
the  word  about  McAfee's  good 
will  and  top-rated  products. 
All  of  which  reinforces  our 
position  as  the  market  leader 


McAfee 's  leading-edge  security  products 
keep  the  thousand's  of  hackers  and  viruses 
where  they  belong- out  of  your  network. 


■0  of  the  Fortune  100  rely  on  McAfee  to  prevail  against  the  chaos  tlireutening  their  networks. 


Networks:  powerful,  necessary,  and  chaotic. 

At  McAfee,  we  understand  how  important  your  network  is 
to  your  company's  growth  and  success,  /\nd  we  have  the 
products  and  experience  to  help  you  handle  the  chaos 
that  threatens  it. 

Maybe  that's  why  more  than  80%  of  the  Fortune  100 
rely  on  McAfee.  More  than  Microsoft.  More  than  Intel. 
More  than  Symantec. 

Shouldn't  your  company  be  doing  business  with  the 
leader  in  network  security  and  management? 

With  imiovative  pricing,  superior  products,  and 
award-winning  support, 
McAfee  is  the  best  choice 
for  guarding  and  restoring 

order  to  your  network.  Network  security  GManagement 


McAfee 


Telephone  (408)988-3832  Fax  (408)970-9727  ©McAfee  Assotioles.  Int ,  1997  All  righls  leseived  All  blonds  ond  products  oie  trodemorks  of  tfieir  lespectue  tioldets. 
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NETWORKING 

CISCO'S 
SKID 

Why  its  stock  got  hammered 
after  it  met  projections 

Intel  Corp.  and  Microsoft  Corp.  may 
be  the  blue  bloods  of  chips  and  soft- 
ware, but  when  it  comes  to  the  ar- 
cane world  of  computer  networking,  Cis- 
co Systems  Inc.  rules.  The  13-year-old 
company  dominates  nearly  every  area  of 
networking  equipment.  More  than  80% 
of  the  Internet's  I'outers — the  special- 
ized computers  that  dii'ect  data  traffic 
over  the  Web  and  yonder — come  from 
Cisco.  That  has  helped  Cisco  rack  up 
annual  revenue  gi-owth  averaging  more 
than  80%  over  the  last  four  years.  Its 
stock  has  been  one  of  the  hottest  in  the 
high-tech  sector,  peaking  at  75/!  on  Jan. 
21.  That  gave  the  company  a  market 
capitalization  of  $50  billion,  exceeding 
that  of  General  Motors  Corp. 

With  such  a  spectacular  rise,  it  was 


CHAMBERS:  "You're  just  seeing  a  little  more  nervousness  in  the  indusfni 


only  a  matter  of  time  befoi-e  investors 
would  stall  looking  for  the  first  sign  of  a 
slowdowTi.  It  may  be  here.  Routers  re- 
main Cisco's  core  business  at  25%  of  rev- 
enues and  35%  of  profits,  but  revenue 
growth  in  that  segment  wiU  be  only  30% 


this  year,  says  analyst  Eric  Bl;n  I 
Bear,  Stearns  &  Co.  Sales  in  V. 
where  Cisco  gets  29%  of  its  Im 
are  sluggish.  And  Cisco's  plans  i 
date  many  of  its  products  later  tin 
could  make  customers  hold  off  pun 


Engineered 


beyond 


your  wildest 


dreams. 


a  1  ^  1] 


1997  TcEhif»  AiiiBca  bifnna&m  SystmK  M 


M  produos  iiKkated  by  tiademaric  synibck  aie  iiadem 


'he  result:  For  the  first  time,  rev- 
es  will  increase  by  only  5%  this 
rter  over  the  previous  quarter,  esti- 
es  Prudential  Securities  Inc.  analyst 
:e  T.  Szymczak.  That's  half  the  rate 
Jig  the  previous  six  months  and  one- 
rter  last  year's  blistering  20%  quar- 
to-quaiter  increases. 
U1£NGING."  What's  more,  this  comes 
•.he  heels  of  a  quarter  that  already 
ibled  investors.  On  Feb.  4,  the  com- 
y  met  but  did  not  exceed  Wall 
jet's  earnings  expectations  for  the 
rter  ended  Jan.  25.  Cisco  produced 
mues  of  $1.59  billion  and  eaiTiings  of 
3.5  million — 86%  higher  earnings 
1  the  previous  quarter  and  61%  more 
1  the  same  quarter  last  year.  But 
;o  has  blovra  past  expectations  for  so 
r  that  investors  read  "slowdown" 

the  quarter,  plunging  its  shai-e  price 
6  than  10  points,  or  15%,  in  the  fol- 
ing  week.  As  of  Feb  18,  the  stock 

still  off  15  points  fi'om  its  peak, 
lower  growth  doesn't  seem  to  be 
rying  Cisco's  management  much. 
!'re  headed  into  a  traditionally  chal- 
king quaiter,"  concedes  ceo  John  T. 
mbers.  But  with  a  projected  $6.5  bil- 
in  sales  this  yeai",  even  a  slower  rate 
^•owth  is  expected  to  translate  into 
ng  earnings.  Prudential's  Szymczak 
ects  Cisco  to  boost  revenues  and 
lings  by  59%  for  the  year. 


That  doesn't  mean  Cisco  is  out  of  the 
woods.  The  company  also  faces  a  threat 
from  new  technology  called  "Internet 
Protocol  switching."  Supporters  of  this 
technique  claim  such  devices  can  trans- 
mit data  across  networks  five  times 


THE  MICROSOFT  OF 
COMMUNICATIONS? 


'94  '95  '96  '97  '98 

▲  BILLIONS  OF  DOLLARS  -^ST- 

10.0     


DATA:  PRUDENTIAL  SECURITIES  GROUP  INC. 


faster  than  routers.  The  new  switch 
technology  is  "the  biggest  thr-eat  to  Cis- 
co we've  seen  in  several  years,"  says 
analyst  Paul  Callahan  of  market  re- 
searcher Forrester  Research  Inc.  The 
switch  was  developed  by  startup  Ip- 
silon  Networks  Inc.  and  is  being  pushed 
by  Cisco  rivals  3Com,  Cascade  Commu- 
nications, and  IBM. 

Cisco  is  proposing  an  enhancement  to 
its  routers  called  "tag  switching."  That 
technique  speeds  up  networks  by  moving 
groups  of  data  into  an  express  lane  that 
passes  through  the  router.  Chambers  ar- 
gues that  customers  demand  these  sorts 
of  incremental  upgi'ades.  "You've  got  to 
be  able  to  protect  the  installed  base  of 
routers,"  he  says.  Analysts  say  that  the 
new  Internet  Protocol  swatches  are  in- 
compatible with  one  another. 

Chambers  insists  that  Cisco  ah'eady 
has  a  better  solution.  He  attributes  the 
volatility  of  Cisco's  stock  to  concern  over 
its  competitors.  Cascade,  Shiva,  and 
3Com  spooked  investors  with  a  string 
of  eaiTungs  disappointments  over  the  last 
few  weeks.  "You're  just  seeing  a  little 
more  nervousness  in  the  industiy  as  a 
whole,"  he  says.  "People  are  for  the  first 
time  seeing  that  there's  going  to  be  a 
shakeout,  with  real  winners  and  losers." 
He  figm-es  he  knows  which  one  Cisco  is, 
but  some  investors  still  harbor  doubts. 

By  Andy  Reinlmrdt  in  San  Francisco 


Proof  that  dreams  do  come  true. 

Today,  everytlnng  is  about  speed  and  efficiency.  Yoiu  business  has  gone  global, 

and  you  need  to  keep  a  competitive  edge  by  having  all  the  latest  tools.  Which  is  why. 

as  the  v\/oild's  leader  in  portable  technology,  you  can  alw/ays  rely  on  us  to  meet  your 

needs.  And  we  have,  time  and  time  again.  By  being  the  first  to  offer  you  portables  loaded 

W^i^T\    with  the  latest,  most  relevant  technology.  Like  video  conferencing  and  Intel 

^  MMX"  technology.  Introducing  the  Toshiba  Tecra"  740CDT  Youll  find,  it  not  only 
Pentium 


►  MMX"  TECHNOlOGir 


meets  your  expectations,  it  exceeds  them.  No  other  portable  comes  close.  And 
though  flying  portables  aren 't  yet  a  reality,  when  they  are.  we  11  be  the  hrst  to 
bring  them  to  you.  After  all.  our  commitment  to  delivenng  you  the  latest  technology 
is  what  we're  about.  For  more  mfonnation  about  our  amazing  new  portables, 
call  1-800-457-7777.  or  visit  our  Web  site  at  http.//computers-toshiba.com. 


gfied  for 

a. 


by  ia20%  using  ihe  I66MH2  Penlium®' 
processor  with  MMX  technology 

^  VIDEO  CONF£R£\€ING 

Experience  iace-to-iace  communication 
in  and  oui  ol  the  ofltce.  With  supenor 
video  quality  and  ease  of  use 

►  B.3"  mim  mspim 

Equipped  with  bnlliant  TFT  color  Imagine 
the  largest  display  available  in  a  portable 

9^  iOX  CD-ROM- 
Access  your  video,  sound  and  data 
wilh  the  maximum  speed  available 

Tecra  730XCDT  also  available 
150MHz  Pentium  processor,  optional  video 
conferencing  and  121"  color  display 
*10X  average  5pertj 


In  Touch  with  Tomorrow 

TOSHIBA 
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In  a  recent  rainy  afternoon  at 
the  Times  Square  headquaiters 
of  Viacom  Inc.,  Chaimian  and 
Chief  Executive  Sumner  M. 
tone  huddles  with  his  two  vice- 
•men,  Philippe  P.  Dauman  and 
las  E.  Dooley,  over  then*  regulai* 
iy  lunch.  Redstone,  who  meticu- 
y  monitors  everything  he  takes 
his  nearly  74-year-old  body,  sits 
1  with  just  a  plate  of  dry  corned 
(''Sumner's  protein  diet,"  obsei'ves 
3y)  and  launches  into  the  global 
wochial  issues  he  is  tackling  this 
;  on  behalf  of  Viacom,  the  media 
lomerate  he  has  assembled  over 
)ast  decade. 

rst,  Redstone  says  that  News 
i.'s  Rupert  Murdoch  just  called, 
ig  for  a  meeting  the  following 

when  Redstone  will  be  in  Los  Angeles.  He  suggested 
stop  being  perceived  as  adversaries,"  Redstone  says  to 
wo  chief  lieutenants.  He  wants  to  "see  what  we  can  do 
:her"  Dooley,  a  savvy  financial  executive  who  has  been 
Redstone  for  a  decade  and 
Viacom  even  longer,  outlines 
'ea  where  Viacom  and  News 
K,  already  partners  in  Nick- 
'on  UK,  might  explore  a  deal. 
;tone  adds  a  suggestion  of  his  own.  After  all,  he  notes,  "I 
.  think  he  just  wants  to  have  a  sandwich." 
3xt  on  the  agenda  is  how  Redstone  will  handle  the  "fluid" 
tion  with  Tele-Communications  Inc.  Chairman  John  C. 
ne.  Malone,  who  is  under  intense  pressure  to  improve 

financial  performance,  has  ^^^^   

threatening  to  toss  popu- 
able  networks  off  his  sys- 
i  unless  progi'ammers  cut 
d  break  on  price, 
alone  personally  assured 
5tone  last  summer  that  he  would  do  nothing  to  hami 
sm's  cable  networks — mtv,  vh-i,  and  Nickelodeon.  But  in 
lays  leading  up  to  this  lunch,  several  TCi  cable  systems 
d  the  plug  on  vh-i  and  mtv.  "I  had  an  absolute,  positive 
nitment  from  him.  He  promised  it  would  not  happen,  but 


He  wants  to  cap  his 
career  with  a  dramatic 
turnaround  at  Viacom. 
Is  he  up  to  it? 

Stand 
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it  did  happen,"  says  Redstone.  "I  do  not  believe  John  Malone 
would  cross  Viacom.  I  just  don't  believe  it." 

Redstone  and  Dauman,  a  lawyer  and  Redstone's  designated 
heu-  as  chairman,  review  how  Redstone  will  handle  the  issue. 

Theii"  strategy  worked:  A  week  lat- 
er, TCI  reinstated  the  Viacom  chan- 
nels where  they  hafl  been  ch-opped. 
The  potential  crisis  was  quietly 
averted.  But  the  episode  illus- 
^i^^H^^^^^^P*^    trates  a  central  tenet  of  Red- 
■^^^^^^^     stone's  operating  philosophy  at  Viacom: 

Why  send  a  mere  executive  to  do  a  mogul's  job? 
Of  course,  in  the  world  of  media  giants,  titans  like  to  deal 
with  one  another  directly,  rather  than  thi'ough  underlings.  But 
until  a  year  ago,  Redstone  had  CEO  Frank  J.  Biondi  Jr.  to 
shoulder  some  of  the  burden.  Red- 
stone fii-ed  Biondi  last  January,  con- 
vinced that  he  alone  had  the  energy, 
vision,  and  drive  to  lead  the  company. 
And  Redstone  is  having  the  time  of 
his  life.  He  has  few  interests  apart 
MUSIC  TELEVISION'  fi'om  tending  to  his  beloved  Viacom. 
With  the  exception  of  Murdoch's  News  Corp.,  no  other  media 
company  is  so  intricately  shaped,  for  better  or  worse,  by 
the  personal  tics  of  the  visionary  at  the  top.  "Sumner  is  a 
mad  genius,"  notes  a  media  industry  invest- 
ment banker.  "At  the  moment,  he's  probably 
more  mad"  than  genius. 

To  his  credit,  in  the  year  since  becoming 
Viacom's  unpaid  ceo,  Redstone  has  made  some 
impressive  strides.  He's  a  legendaiy  negotiator, 
regulai-ly  able  to  extract  terms  and  close  deals 
no  one  thought  possible.  On  Feb.  18,  Viacom 
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announced  that  it  sold  its  radio  stations  for  $1.1  billion — far 
more  than  analysts  said  they  were  worth.  Redstone  has 
traveled  the  globe  brokering  lucrative  international  deals 
potentially  worth  more  than  $2  billion.  He  sold  Viacom's  cable 

systems  "in  the  nick 
of  time,"  he  says,  as 
the  industry  found- 
ered. He  has  overseen 
a  turnaround  at  Paramount  Pictures  Corp.  (page  72).  He 
launched  new  international  channels  to  cany  Viacom's  content 
into  far-flung  markets  and  hired  a  formidable  executive 
to  head  Blockbuster  Entertainment  Group.  With  his  tire- 
lessness,  his  passionate  enthusiasm,  and  his  laser-beam 
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ter  unit  sell  more  textbooks,  doing  his  own  backgi"oun(  ri 
search  on  a  man  under  consideration  to  become  a  mark(iij 
executive  at  Paramount,  or  engaging  in  prolonged  detti 
over  adding  a  few  milhon  dollars  to  a  movie's  budget.  "Tei 
is  a  logjam  there,"  observes  Porter  Bibb,  an  investieij 
banker  at  Ladenberg,  Thabnann  &  Co.  "Viacom  is  diiftin< 
all  the  major  entertainment  conglomerates  do  their  damm : 
to  focus  in  a  changing,  volatile  climate,  it's  hard  to  I  o 
where  Viacom  is  going.  No  strategic  priority  is  emergii 
Indeed,  Redstone  has  trouble  articulating  a  compreheiil 
strategy  for  the  company.  He  speaks  in  platitudes — "Gr<  i ; 
Viacom  to  its  maximum  potential  is  the  No.  1  priority, 
vision  is  never  going  to  change,"  for  instance — but  he 
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Viacom's  stock  has  lost 
half  its  value  since 
Sumner  Redstone 
began  building  his 
''entertainment 
colossus"  in  1993. 
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PRICE  OF  VIACOM 
CLASS  A  SHARES 


DATA  BLOOMBERG  FINANCIAL  MARKETS,  BW 


MARCH,  1993  Beavis  & 
Butt-head  debuts  on  MTV. 


SEPTEM- 
BER, 1993 

Stock  hits  all- 
time  high  of  67'/. 
Redstone  announces 
acquisition  of  Para- 
mount, says  Viacom  will 
soon  be  world's  largest 
media  empire. 


JULY,  1994  V 

bitter  battle  w 
Diller,  Viacom  aci 
Paramount  for 
lion,  25%  more  t 
inally  planned. 


intellect,  Redstone  has  long  been  Viacom's  gi'eatest  asset. 

But  he  now  may  be  something  of  a  liability  as  well.  Wliile 
other  industry  giants  ai-e  shuffling  assets  in  a  fi'antic  bid  to  fo- 
cus, Redstone  is  unable  to  state  a  clear,  realistic  vision  of 
what  precisely  he  wants  Viacom  to  be.  He  can't  afford  that 
luxury.  Winning  the  bidding  war  for  Paramount  in  1994  sad- 
dled the  company  with  $10  billion  in  debt.  But  the  company 
doesn't  generate  enough  cash  to  cover  his  grand  ambitions. 
Paying  the  interest  while  investing  heavily  in  gi-ovd:h  has 
forced  the  company  into  a  position  where  it's  actually  in- 
creasing its  debt  to  fimd  operations. 

At  the  same  time,  Red- 
stone's expanding  role  atop  J||£  Q|Q  SQUEEZE 
the  company  overshadows 
the  contributions  of  Viacom's 
extremely  capable  operating 
executives,  thereby  exacer- 
bating a  widely  held  view 
that  the  company  lacks  ex- 
ecutive depth.  But  most  sig- 
nificantly, his  hands-on  ap- 
proach and  involvement  in 
comparatively  minor  deci- 
sions has  imposed  a  trou- 
bling management  gridlock  at  the  company,  which  swelled 
from  7,000  employees  in  early  1994  to  83,000  today. 

Indeed,  Redstone  siill  runs  Viacom  as  if  it  were  a  mom- 
and-pop  operation,  with  'lim  all  but  living  above  the  store.  Of 
coui'se,  he  does  own  28%  >f  the  equity  and  conti'ols  67%  of  Vi- 
acom's voting  stock.  StiU,  he  spends  much  of  his  time  on 
such  nuts-and-bolts  tasks  a.s  addressing  a  meeting  of  school 
superintendents  in  San  Francj  ;co  to  help  his  Sinnon  &  Schus- 


Viacom  is  failing  to 
geyierate  any  free  cash 
flow.  Meanwhile,  operat- 
ing margins  have  tapered 
off  dramatically,  while 
debt  remains  high. 

DATA  BLOOMBERG  FINANCIAL  MARKETS, 
MONTGOMERY  SECURITIES  INC  ESTIMATES 


say  just  how  that  success  will  be  achieved.  "I  now  con 
take  my  word  for  it,  the  best  media  company  in  the  w  o 
A  year  after  he  took  direct  control,  Viacom's  reports 
suits  are  beginning  to  improve,  but  the  fault  hnes  iihl  i 
through  the  base  of  the  company  are  deepening.  Via 
beat  analysts'  estimates  with  third-quarter  gains  in  re\  < 
(up  13%)  and  cash  flow  (up  6%),  and  Redstone  promises 
fourth-quarter  results,  due  out  the  fii'st  week  of  March, 
be  similaiTy  strong.  Analyst  Frederick  W.  Moran  ol'  I 
man,  Selz  L,LC  expects  the  company  to  report  1996  revi  i 
of  $12.2  billion,  up  9%,  and  cash  flow  of  $2.2  bilhon,  up  i 
CRACKS.  But  peer  a  bit  more  closely,  and  cracks  begi  i 
show.  Operating  margins  fell  in  each  of  the  four  major  i 
sions  in  the  fu'st  nine  months  of  1996.  And  if  you  look  at 
cash  that  the  operating  units  are  tlu'owing  off,  after  nia 
their  capital  expenditures,  you'll  find  there  isn't  any.  Ac  t 
ly,  there  hasn't  been  any  for  years.  Running  the  compai' 
a  deficit  for  so  long  has  caused  its  total  debt  load  to  c 
since  the  debt-financed  acquisition  of  Paramount,  de,- 
about  $3  billion  in  asset  sales  since  then  (charts). 

What's   ailing  Via( a 
businesses?  Revenue.-^ 
rising — at  double-digit  i- 
at  some  divisions.  But  r 
are  rising  faster  Becau.s 
weakness  in  the  musicn-i 
dustiy.  Blockbuster  Mus  !• 
losing  money,  and  Via 
will  take  a  $100  mil  i 
charge  in  the  fourth  qua^n 
1,000'^  -.^1^  .g'g     to  cover  its  losses  and  c* 

A  MILLIONS  OF  dollars  EST     some  stores.  Spelling  En''- 
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-nent  Group  Inc.,  which  Viacom  tried  vainly  to  sell  for 
it  $1  billion  a  year  ago,  is  losing  money.  And  Viacom's 
;hiest  business,  MTV  Networks,  with  MTV  and  Nickelodeon, 
ishing  hard  to  expand  overseas,  but  spending  large  sums 
creates  beachheads  in  new  markets.  Consider  Viacom's 
million  annual  interest  expense,  the  $60  million  it  pays  in 
srred-stock  dividends,  and  its  roughly  $800  milhon  in 
al  expenditures,  and  it's  easy  to  see  why  Redstone  has  to 
ink  his  priorities. 

iven  the  deterioration  in  Viacom's  fundamentals,  it's  not 
rising  that  its  stock  has  lost  half  its  value  since  1993, 
1  a  roaring  bull  market.  Viacom  looks  no  better  when 
3ured  against  Walt  Disney,  Time  Warner,  and  News 


fact,  he  has  already  worked  up  a  Hollywood-style  description 
for  his  turnaround  of  the  company:  "We've  been  over  the 
tough  part,"  he  says.  "Maybe  Redstone  did  accomplish  Mis- 
sion: Impossible." 

While  his  mission  isn't  impossible,  it  is  certainly  the  tough- 
est task  Redstone  has  ever  undertaken.  He  vows  to  get  Via- 
com's $10.2  billion  long-term  debt  down  to  between  $6  billion 
and  $8  biUion  by  1999,  without  selling  any  major  asset  except 
the  radio  stations.  To  meet  that  ambitious  target,  he  will 
have  to  start  making  some  hard  decisions.  Redstone  wants  to 
generate  $200  miUion  of  free  cash  flow  (cash  from  opera- 
tions, minus  capital  expenditures)  by  1998,  compai-ed  with  the 
$875  million  deficit  Montgomery  Securities  analyst  John  Tin- 


BER,  1994  $8.4 
ckbuster  merger  is 
/iacom  immediately 
m  about  $318  mil- 
)e  inventory. 


SEPTEMBER,  1995  Viacom 
narrowly  dodges  having  to 
issue  millions  of  new  shares 
to  compensate  former  Block 
buster  holders. 


?Y,  1995  Viacom  is 
■Jo.  2  entertainment 
in  the  world. 
)  accounting 
Blockbuster  reports 
IS  in  cash  flow. 


NOVEMBER, 
1995 

Blockbuster 
founder 
Wayne 
Huizenga 
resigns  from 
Viacom 
board. 


SEPTEMBER-OCTOBER, 
1996  Viacom  and  National 
Amusements  buy  $500  mil- 
ion  worth  of  Viacom  stock, 
with  little  effect. 

DECEMBER,  1996  Beavis 
and  Butt-head  Do  America, 
one  of  the  year's  most  prof- 
itable movies,  is  released. 


JANUARY,  1996  Redstone 
fires  CEO  Frank  Biondi. 

JULY,  1996  Cable  system 
sold  to  pay  down  debt. 


FEBRUARY,  1997  Radio 
stations  sold  to  reduce  debt. 


).  Its  stock  has  trailed  the  combined  performance  of 
3  three  by  43%  over  the  past  two  years.  No  one  has  suf- 
1  more  than  Redstone.  In  1987,  after  he  acquired  Viacom 
$3.4  billion  leveraged  buyout,  his  stake  was  worth 
it  $1  billion.  By  1993,  it  was  worth  $6  billion.  Now,  it's 
.h  just  $3.5  biUion,  including  the  shares  he  bought  re- 
ly for  $250  million. 

adstone  won't  rest  until  he  has  redeemed  both  his  reputa- 
and  his  fortune.  Proving  that  he  was  right  to  fire  Biondi 
restoring  his  reputation  as  a  media  visionary  is  Redstone's 
'al  mission  as  he  strives  to  get  Viacom  back  on  track.  He 
markably  fit:  His  tennis 
it  the  Beverly  Hills  Ho- 
lys  "no  one  plays  as  hai'd 
e  does  at  his  age.  He 

5  like  a  55-year-old  guy." 
etheless,  Redstone  says 
as  "come  to  terms  with 
)wn  mortality." 

6  can't  escape  the  fact 
he  is  running  out  of 
to  add  the  last  chap- 

-that  of  a  turnaround 
t — to  his  remarkable  ca- 

"I  hope  the  world  will  someday  recognize  that  I'm  not 
i  old  guy,  over  the  hill,"  he  says.  "I  reaUy  do  think  I  do  a 
1  job.  Next  year,  media  companies  will  be  the  thing,  and 
om  will  lead  them.  The  turnai'oimd  of  Viacom  is  at  hand." 

is  Redstone's  last  stand. 

e's  banking  on  a  stock-price  recovery  triggered  by  fi- 
■ial  results  that  will  look  even  better  measured  against 
1996  numbers  and  6.1%  fewer  shares  outstanding.  In 
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ker  expects  Viacom  to  post  for  1996.  That  means  he  will 
have  to  cut  the  amount  of  money  Viacom  units  have  tradi- 
tionally reinvested  to  expand.  "The  goal  is  to  slow  down  the 
investment  spending  in  the  businesses,"  says  Dooley.  "We 
could  literally  pull  $1  billion  out  of  the  machine  if  we  wanted 
to  [no  longer  reinvest  in]  our  businesses.  The  risk  you  run 
there  is:  Do  you  open  up  the  door  for  your  competitors?" 
UNEASY  MOMENTS.  That  likely  will  mean  fewer  Blockbuster 
store  openings,  since  Blockbuster  has  always  been  allowed  to 
reinvest  all  of  its  roughly  $680  million  cash  flow.  The  belt- 
tightening  also  could  mean  fewer  new  international  chan- 
nels for  MTV  and  Nickelodeon. 

Still,  Redstone  seems  uneasy  reconciling  his  need  for 
austerity  with  his  still  expansive  ambitions.  "[I  want]  Viacom 
recognized  as  a  gi'owth  company,"  he  says.  "We  are  a  gi"owth 
company."  Indeed,  Redstone  insists  that  his  new  agenda  of 
financial  discipline  doesn't  mean  that  Viacom  will  relinquish 
its  growth  plans.  "We  can  move  the  company  forward,  grow, 
and  at  the  same  time  reduce  our  debt,"  he  insists.  "Maybe 
Blockbuster  builds  a  few  less  stores.  Maybe  Simon  &  Schus- 
ter [forgoes]  a  few  minor 

12     acquisitions." 

Left  to  interpret  and  jug- 
gle Redstone's  conflicting 
agendas  are  the  men  on  his 
newly  formed  executive 
committee — Simon  &  Schus- 
ter's Jonathan  Newcomb, 
Paramount's  Jonathan  L. 
Dolgen,  MTV  Networks' 
Thomas  E.  Freston,  and 
Blockbuster's  Bill  Fields, 
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plus  Dooley  and  Dauman.  And  since  Redstone  says  no  out- 
sider will  run  the  company,  it's  hkely  that  one  of  these  men 
will  succeed  him  as  ceo. 

UNWIELDY.  But  after  extensive  intei-views  with  Viacom's  ex- 
ecutives and  board  members,  as  well  as  those  in  the  financial 
and  creative  community  who  regularly  deal  with  the  compa- 
ny, it's  clear  that  Redstone  is  loath  to  give  up  much,  if  any, 
real  authority.  He  won't  appoint  a  president  or  chief  operat- 
ing officer,  and  an  unwieldy  six  executives  report  dh-ectly  to 
him  and  foui"  more  report  to  the  "office  of  the  chair-man."  The 
divisions  are  run  on  Redstone-reviewed  budgets  and  plans, 
and  Redstone  himself  attends  to  matters  both  profound  and 
picayune.  Notes  Nynex  Corj).  ceo  Ivan  Seidenbei'g,  who  sits 
on  Viacom's  board:  "Sumner's  got  his  finger  into  the  whole 
thing.  He's  ubiquitous,  all  over  the  place.  I'm  not  wonied. 
What  has  the  guy  ever  not  run  well?" 

Even  if  he  can't  recall  ever  reversing  an  operating  execu- 
tive's decision,  Redstone  insists  on  being  pail  of  the  dia- 
logue. "I  try  never  to  tell  our  management  what  they  are  to 
do.  We  collaborate.  We're  all  fiiends,"  he  says.  "They  do  not 
consider  [my  input]  intiiisive.  People  like  the  fact  that  I 
care  about  what  they're  doing."  Maybe  so,  but  working  for 
him  isn't  easy.  A  Hai-vard-trained  lawyer,  he  loves  conflict  and 
seems  to  encourage  executives  to  spar.  "He  vei-y  much  be- 
lieves, as  most  good  lawyers  do,  that  truth  comes  out  of  de- 
bate," says  Sherman  &  Sterling  mergers  and  acquisitions 
lawyer  Stephen  Volk,  who  has  closely  advised  Viacom. 

Of  course,  Redstone's  filling  of  the  well-i'egarded  BioncU  re- 
inforced his  tough-boss  reputation.  Two  executives  close  to  the 
company  say  Biondi  refused  to  debate  with  Redstone,  and  to- 
war-d  the  end  of  his  tenure  would  be  stolidly  passive  in  the 
face  of  Redstone's  demands.  Redstone  is  um-epentant  over  the 
matter.  "His  [less  aggr-essive]  style  was  not  working.  They 
^  think  I  didn't  love  Frank.  I  did."  Biondi,  now  CEO  of  Seagi-am 
g  Co.'s  Universal  Studios  Inc.,  dechned  to  be  intei-viewed. 
5     But  again,  while  it  is  to  Redstone's  credit  that  he  likes  his 
z  executives  to  have  their  own  ideas  and  defend  them  when 
?  challenged,  his  exacting,  tu-gumentative  natui-e  can  also  be  a  li- 
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ability.  Redstone  has  ovei 
years  sued  several  media  4 
panies,  including  Time  Wad 
and  TCI,  and  he  is  cun-entha 
ing — and  being  sued  by 
versal,  Viacom's  partner  in  I 
Networks.  "Sumner's  a 
litigious  guy.  All  things  bi 
equal,  [other  companies]  wi 
rather  not  deal  with  Sumii 
notes  a  media  industry  in\i 
ment  banker  "He's  extrei 
difficult,  litigious,  not  a  parf 
of  fii'st  choice." 

A  good  bit  of  Redstoi 
iron-willed  reputation  is  dri 
fi'om  a  now  famous  stoiy  about  how  he  sui-vived  a  1979  1 
fii-e  by  dangling  by  his  fingertips  from  a  third-story  ledgtt 
til  he  was  rescued.  But  much  like  the  apocryphal  tale  alf 
George  Washington  and  the  cherry  tree,  the  lesson  f!i 
this  one— that  Redstone  is  awesomely  tenacious — is  t 
while  some  particulars  are  not.  A  Boston  Fire  1) 
spokesman  who  was  there  that  night  says  that  Reds 
was  standing  inside  the  I'oom's  lar"ge  window,  not  dan^  ;, 
outside,  when  he  was  r-escued. 

BIG  BOOST.  But  there  is  no  dispute  that  Redstone  was  '-■ 
ribly  injured  in  the  fire.  The  event  had  a  pr-ofound  imiJiic- 
his  plans  for  the  I'est  of  his  Ufe.  "He  went  thi'ough  a  ten 
time  after  the  fii'e,"  says  longtime  friend  and  Viacom  1" 
member  George  S.  Abr-ams.  "I've  got  to  say  it  came  fi'on 
the  introspection,  all  the  pain.  He  was  imprisoned  for  a  \\ 
by  the  pain.  He  emerged  fr-om  it  thinking  he  could  do  n^i 

As  Redstone  turns  his  steely  resolve  toward  a  tumai'ui 
he  will  get  a  big  boost  fi'om  some  strategic  bookkeeping.  * 
the  past  year;  Redstone  and  other  top  Vracom  executives  \'* 
blamed  the  company's  poor  per-for-mance  on  eroding  marii.' 
at  Blockbuster— which  provides  a  third  of  its  cash  ff 

Indeed,  on  the  surface.  Blockbuster  looks  Uke  a  troulii 


70  BUSINESS  WEEK  /  MARCH  3,  1997 


Hemember  when  all  the  pieces  fit  together  right  out  of  the  box?  We  da 


Network  solutions  from  Cabletron,  A  simpler  way  to  work. 

Today's  enterprise  networks  are  such  a  complex  m<izc  oi 
disparate  parts  that  it  can  be  difhciilt  to  keep  the  system 
running,  let  alone  stay  focused  on  the  big  picture.  Wouldn't  it 
be  great  to  have  a  flexible,  seamless  solution  that  ensures  what 
you  buy  today  works  with  what  you'll  require  tomorrow? 

Enter  Cabletron.  We  help  you  see  the  finished  picture 
before  another  piece  goes  into  place. 

We  believe  in  compatible  migration  for  the  life  of  your 
network,  protecting  investments  even  in  the  face  of  ever- 
changing  business  demands.  Our  vision  remains  sharp 
through  the  industry's  strongest  investment  in  R&D  com- 
bined with  select  technology  acquisitions  that  sensibly  and 
seamlessly  mesh  with  our  product  strategy.  We're  with  you 
from  the  desktop  to  the  data  center,  out  to  the  wide 
area/ remote  access  environment  (ISDN,  frame  relay,  ATM) 
and  across  the  full  spectrum  of  enterprise  management 
software.  And  it's  all  backed  by  our  legendary  commitment 
to  service  and  support,  ensuring  picture-perfect  assis- 
tance—now and  for  the  long  run. 

So  whether  you're  laying  out  your  company's  strategic 
network  puzzle  or  just  piecing  together  this  year's  bandwidth 
needs,  Cabletron  truly  does  offer  a  simpler  way  to  work. 

For  more  information  on  how  we  can  help  simplify 
your  view  of  networking,  call  the  office  nearest  you  or 
visit  us  on  the  Web  at  www.cabletron.com. 
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The  Complete  Networking  Solution' 


company.  In  1994,  before  it  was  acquired  by  Viacom,  mai-gins 
ran  in  the  high  20s.  In  1996,  Blockbuster's  mai'gins  hit  the  low 
20s.  Redstone  says  that  bringing  in  Bill  Fields,  once  heir 
apparent  at  Wal-Mait  Stores  Inc.,  means  that  Blockbuster  will 

soon  be  back  on  track. 
It  likely  will,  but  the 
reason  for  the  inimi- 
nent  turnaround  has 
little  to  do  with  the  very  capable  Fields. 

When  Viacom  acquired  Blockbuster  in  the  fall  of  1994,  it 
immediately  wrote  off  about  $318  million,  or  two-thirds  of 
Blockbuster's  tape  inventory.  The  winte-down  wildly  inflated 
Blockbuster's  margins,  to  as  high  as  the  low  40s,  for  the 


Cover  Story 


next  four  quarters.  Viacom  desperately  wanted  superii 
nancial  results  in  1995,  because  the  tei-ms  of  the  acquisitic 
both  Paramoimt  and  Blockbuster  would  have  required  it  t 
sue  39  million  new  shares  and  pay  up  to  $680  millio 
shareholders  if  the  company's  stock  failed  to  achieve  cei 
price  targets.  The  last  of  the  crucial  price-target  hui 
was  cleared  at  the  end  of  '95's  third  quarter — ^just  as  th( 
flated  Blockbuster  margins  based  on  the  accounting-adju 
comparisons  disappeared. 

For  the  next  four  quarters — the  last  of  '95  and  the 
thi-ee  of  '96 — margins  began  to  fall  back  toward  their  his 
average.  Compared  with  the  inflated  1995  results,  it  sei 
Blockbuster  was  in  deep  trouble  as  its  margins 


PARAMOUNT  PUTS  A  GLINT  IN  REDSTONE'S  EYE 


It  didn't  sound  like  a  winning 
script.  Going  into  1996,  Viacom 
Inc.'s  Paramount  Pictures  Corp. 
movie  studio  was  headed  for  trou- 
ble. Most  alarming  for  Viacom  ceo 
Sumner  M.  Redstone,  who  got  his 
start  as  the  operator  of  movie  the- 
aters, was  the  glut  of  films  sched- 
uled for  release  by  Paramount  and 
other  big  studios.  Even  promising 
films,  he  figured,  would 
fail  as  they  were  bounced 
from  screens  after  one 
weekend  to  make  way  for 
new  releases. 

He  began  spending  one 
week  a  month  in  Los  An- 
geles, putting  pressure  on 
the  studio's  top  execu- 
tives. Chairman  Jonathan 
L.  Dolgen  and  studio 
chief  Sherry  Lansing,  to 
turn  the  studio  around. 
Dolgen,  a  hard-nosed 
cost-cutter  who  had  al- 
ready slashed  $50  million 
from  the  studio's  over- 
head, and  Lansing,  a  sea- 
soned creative  executive 
who  can  deftly  handle  the 
talent,  managed  to  hand  in  a  win- 
ning performance,  pulling  off  an  up- 
turn in  the  studio's  fortunes  capped 
by  an  estimated  19%  jump  in  1996 
cash  flow,  to  $390  million. 
CLEAR  PATH.  Thanks  to  a  strict  diet 
of  risk  avoidance,  a  slashed  produc- 
tion slate,  improved  marketing,  and 
a  healthy  dose  of  luck,  Paramount 
"is  in  the  midst  of  a  major  turn- 
around," says  Redstone.  Analyst 
•lohn  Tinker  of  Montgomery  Securi- 
ties Inc.  agrees  that  the  picture  for 
Paramount  is  looking  clearer:  "After 
a  tough  start,  the  studio  has  really 
begun  to  find  its  way." 

Now,  about  75%  of  Paramount's 
films  are  financed  jointly  with  other 
studios,  Lansing  says.  "The  idea  is 


to  sleep  better  at  night,"  says  Dol- 
gen. "Sure,  we  may  not  get  as  much 
of  the  upside.  But  the  costs  of  films 
today  and  the  mortality  rate  are 
such  that  we  have  to  look  for  some- 
one to  share  the  risk."  Take  Titanic, 
a  Paramount/Twentieth  Century  Fox 
Fflm  Corp.  joint  venture.  Both 
share  the  film's  upside,  but  Para- 
mount's investment  is  capped.  Fox 


"cute  picture,"  notes  Michael 
Patrick,  president  of  Carmike  Cine 
mas  Inc.,  the  largest  theater  chain 
in  the  U.  S.  Paramount  provided  a 
smart  release  date  and  a  savvy  proj 
motion  campaign  that  landed  it  on 
the  cover  of  Time.  That  made  it  "a 
great  picture,"  says  Patrick.  "Quite 
a  few  times,  Paramount's  marketing! 
and  distribution  is  better  than  the  p 
picture." 

Redstone  plays  a  role  I 
in  i-eviewing  a  film's  mar-j 
keting  strategy.  He  goes 
over  promotion  plans  witl 
the  studio's  staff,  and  he 
is  quick  to  draw  on  his 
experience  as  an  exhibito: 
to  suggest  tactics.  Lans- 
ing says  Redstone  sug- 
gested that  stars  of  Para- 
mount films  routinely  call 
theater  chain  owners,  ask 
ing  them  to  run  trailers 
for  their  upcoming  films, 
because  that  tactic 
worked  on  Redstone 


WILD  MAN:  Shock-jock  Howard  Stern  in  Private  Parts 


is  on  the  hook  for  cost  overruns.  Ti- 
tanic is  "way  over  budget,"  Red- 
stone says.  "Fox  pays  more,  tens  of 
mfllions  more." 

And  the  studio  hit  a  solid  hot 
streak  in  the  second  half  of  1996, 
with  Mission:  Impossible,  The  First 
Wives  Club,  Star  Trek:  First  Con- 
tact, and  Beavis  and  Butt-head  Do 
America.  These  hits  more  than  cov- 
ered losses  from  The  Phantom  and 
The  Evening  Star.  The  movies  get  a 
big  assist  from  an  area  that  Dolgen 
has  been  careful  not  to  cut:  Para- 
mount's traditionally  strong  market- 
ing department.  Through  clever  pro- 
motion. Paramount  has  been  able  to 
score  hits  on  even  mediocre  films. 
Take  The  First  Wives  Club,  just  a 


years  ago. 

But  the  real  sleeper 
attraction  at  Paramount 
is  its  lucrative  TV  operation.  Para- 
mount has  long  been  a  leading  TV 
producer,  and  it  has  a  big-ticket  se- 
ries, Frasier,  coming  up  for  syndica- 
tion in  the  fall.  That  show  alone 
should  bring  approximately  $100 
million  straight  to  Viacom's  bottom 
line  in  1997. 

Even  though  1996  wasn't  the  dis- 
aster Redstone  originally  feared. 
Paramount  looks  like  it  will  have  an 
even  better  1997.  With  the  TV  oper- 
ation humming  and  upcoming  films 
such  as  Private  Pads,  starring 
shock-jock  Howard  Stern,  Para- 
mount is  likely  to  keep  Redstone  in 
good  humor  for  some  time. 

By  Elizabeth  Leslij  in  New  York 
and  Ronald  Grover  in  Los  Angeles 
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by  as  many  as  14  percentage  points. 

The  doings  with  Blockbuster's  ac- 
counting have  led  to  some  tension  be- 
tween Redstone  and  foraner  Blockbuster 
owner  H.  Wayne  Huizenga.  At  last  sum- 
mer's Allen  &  Co.  media  executives'  con- 
ference in  Sun  Valley,  Idaho,  the  pair 
iliscussed  the  mattei-  beside  the  lake  one 
day.  Recalls  Huizenga:  "I  said,  'Sumner, 
you  keep  saying  Blockbuster  is  not  doing 
well,  and  Blockbuster  is  doing  fine.  It's 
just  the  accounting.  Blockbuster  is  being 
made  the  culprit  when  it  shouldn't  be.'  I 
told  him  I  didn't  think  it  was  right." 
Redstone  doesn't  remember  discussing 
the  merger's  accounting  with  Huizenga: 
"This  is  much  ado  about  nothing." 

"Things  didn't  go  to  hell  in  a  handbag 
hke  people  have  been  led  to  believe," 
says  Huizenga.  "In  my  opinion  there 
was  more  [merger-related]  accounting 
than  Wall  Street  knew  and  [Viacom]  did- 
n't know  how  to  handle  it."  Oppenheimei" 
&  Co.  analyst  Alan  S.  Gould  agi'ees:  "I 
believe  the  1995  numbers  were  not  as 
good,  and  19%  was  not  as  bad,  as  people 
originally  thought.  The  1995  numbers 
were  artificially  high."  Dooley,  Viacom's 
top  finance  executive,  says  that  the  com- 
pany had  no  choice  but  to  write  dovra 
the  value  of  the  tape  inventoiy  as  part 
of  the  required  purchase  accounting  for 
the  deal,  and  that  the  stock  triggers  had 
nothing  to  do  with  the  decision.  Gould 
says  that  Blockbuster's  old  accounting 
was  not  unusual,  and  that  Viacom  "could 
have  justified  leaving  it  the  old  way." 
DEPRESSED.  As  the  distorted  Block- 
buster comparisons  fade  into  the  past, 
Viacom  is  again  making  a  concerted  ef- 
fort to  court  big  institutions  that  have 
shunned  the  stock.  And  there  are  signs 
that  institutions  may  well  be  ready  to 
take  a  chance  on  Viacom  again — if  only 
because  the  stock  is  so  depressed  that  it 
is  trading  at  about  book  value.  Disney 
trades  at  3.8  times  book  value. 

It's  a  rather  pei-verse  setup  for  Red- 
stone's gi-and  tiUTiaround.  Thanks  to  the 
Blockbuster  accounting  and  the  lackluster 
performance  posted  by  many  of  his  units 
in  1996,  this  year's  comparisons  are 
boimd  to  look  terrific,  and  the  stage  is  set 
for-  Redstone  to  collect  popular-  acclaim 
for  piloting  Viacom  to  a  stellar  1997. 

If  investors  see  only  the  improved 
cash-flow  comparisons  and  ignore  the 
toubling  fact  that  Viacom  still  has  a 
long  way  to  go  before  it  actually  genei-- 
ates  more  cash  than  it  spends,  it  should 
make  for  quite  a  closing  shot:  The  dash- 
ing entrepreneur,  having  taken  charge 
and  stood  his  ground,  saves  the  day. 
But  like  a  lot  of  Hollywood  fare,  it's 
not  such  an  enchanting  tale  if  you  read 
the  script  closely. 

By  Elizabeth  Lesly  in  New  York, 
with  Gail  DeGeorge  in  Miami  and 
Ronald  Grover  in  Los  Angeles 


ROBOTICS 


INVASION 

OF  THE  ROBOTS 

Will  HelpMate's  success  in  hospitals  get  it  sent  home? 


HOUSEHOLD  HELP?  Engelberger  sees  robots  as  a  lumu  m  ciirni;/  Jnr  the  ridcrl 


At  age  71,  Joseph  F.  Engelberger 
knows  time  is  running  out  on  his 
lifelong  ambition.  He  is  already 
acclaimed  around  the  world  as 
the  father  of  the  industrial  robot.  But 
the  workaholic  chairman  of  HelpMate 
Robotics  Inc.  in  Danbuiy,  Conn.,  would 
rather  be  remembered  as  the  father  of 
the  home  robot.  "Common  .sense  tells 
you  it's  got  to  end  up  a  bigger  market 
than  factory  robots,"  he  says. 

Don't  expect  the  Smiths  and  Joneses 
to  turn  their  housekeeping  chores  over 
to  a  i-obot  soon.  The  first  model — which 
Engelberger  has  promised  to  his  wife, 
Margaret,  even  though  she's  not  crazy 


about  the  idea — won't  roll  off  an  ■ 
sembly  line  until  30  months  after  ! 
gelberger  amasses  at  least  $5  millim 
finish  development.  "The  clock  sta 
ticking  when  I  get  the  money,"  he  s; 

People  who  know  Engelberger  fige 
he'll  pull  it  off.  "Joe  is  a  very  cha:- 
matic  guy,"  says  Brian  R.  Carlisle,  pi- 
ident  of  robot  maker  Adept  Technokf 
Inc.  in  San  Jose,  Calif.  "He's  really  a: 
to  make  you  beheve  in  his  visions."  -)  * 
ask  his  kids.  Daughter  Gay,  age  41 
HelpMate's  marketing  director,  and  ;i 
Jeff,  38,  is  an  engineer  at  Adept  Te- 
nology.  "When  you  grow  up  with  sor- 
one  like  him,"  Gay  says,  "how  could  3J 
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ant  to  get  into  this  business?"  In- 
rs  also  are  under  Engelberger's 
In  Januaiy,  1996,  HelpMate's  initial 
:  offering  was  a  sellout,  even 
h  the  company  had  an  acx-umulat- 
ficit  of  more  than  $13  million, 
ly  are  so  many  people  rooting  for 
berger?  Because  without  him,  De- 
luto  workers  might  still  be  welding 
jinting  cars  by  hand.  Today's  robot 
.ry  stems  from  a  1956  cocktail  pai'- 
Westport,  Conn.,  where  science-fic- 


fan  Engelberger  met  inventor 
je  Devol.  When  Devol  mentioned 
d  applied  for  a  patent  on  a  punch- 
:ontrolled  mechanical  ami  for  doing 
tive  jobs  in  factories,  Engelberger 
looked. 

persuaded  his  employer,  Consoli- 
Controls  Co.,  to  buy  Devol's 
t.  The  first  prototype,  dubbed  Uni- 

was  finished  in  1959  and  went  to 

unloading  a  die-casting  machine 
General  Motors  Corp.  factoiy.  But 
ears  later.  Consolidated  lost  inter- 
ad  told  Engelberger  to  close  his 

"I  went  to  Bames  &  Noble  and 
it  six  books  on  finance — and  earned 
BA  over  the  weekend,"  he  quips, 
onday,  he  proposed  a  spin-off  and 
[iven  four  months  to  find  a  backer, 
d,  and  Unimation  Inc.  was  bom. 
rERING.  During  the  1960s,  Engel- 
r  fought  an  uphill  battle  to  per- 

skeptical  U.  S.  manufacturers  to 
)y  his  progi'ammable  aims.  He  got 
irmer  reception  in  Japan — and 
lese  robot  makers  quickly  rose  to 
I  domination.  Among  Japanese 
gers,  Engelberger  is  "a  legendary 
;,"  says  Shigeaki  Yanai,  a  re- 
her  at  the  Japan  Robot  Assn. 
imation  held  its  own  against  the 
lese,  but  in  1983  its  cash-strapped 
r,  Condec  Corp.,  sold  the  company 
jstinghouse  Electric  Coi-p.  for  $10*7 
n.  "They  picked  a  great  time  to 
notes  Engelberger.  America's  U.  S. 

business  soon  sputtered,  after 
IS  of  companies  jumped  into  the 
it  and  sold  some  systems  that  didn't 
p  to  promises.  Sales  peaked  in  1984 
y  million,  then  headed  south, 
gelberger  had  hoped  Westinghouse 
i  see  an  opportunity  in  home  ro- 
When  it  didn't,  he  quit  and  bought 


a  62-foot,  $800,000  sailboat  with  part  of 
his  $3  million  take  from  Unimation's 
sale.  He  planned  to  enjoy  life  as  a  gen- 
tleman of  leisure.  That  lasted  for  two 
months.  "I  got  bored  pretty  quick,"  he 
admits.  In  late  1984,  he  formed  Help- 
Mate,  initially  called  Ti'ansitions  Re- 
search Corp. 

To  pave  the  way  for  home  robots,  En- 
gelberger decided  to  use  hospitals  as  a 
test  bed.  In  1988,  he  sold  his  fii-st  medical 
unit  to  Danbuiy  Hospital,  which  now  has 


two.  They  roam  the  hallways  running 
eiTands— dehvering  medications,  meals. 
X-rays,  and  patients'  records.  Handing 
these  choi'es  to  machines  fi'ees  more  time 
for  niffses  and  orderlies  to  concentrate  on 
caring  for  patients,  says  HelpMate  Pres- 
ident Thomas  K.  Sweeny. 

Word  of  HelpMate's  robots  is  spread- 
ing. Bayloi'  University  Medical  Center 
in  Dallas  has  4  machines,  vdth  11  more 
on  order.  All  told,  144  have  been  hii'ed 
by  85  hospitals  in  the 
U.  S.  and  Canada,  18  in 
Japan,  and  10  in  Eiu'ope. 
Purchased  outright,  the 
robots  cost  $110,000,  so 
most  are  rented  for  $4  to 
$6  an  hoiu". 

Outwardly,  the  4-foot- 
6-inch  robots  resemble 
the  box-on-wheels  sys- 
tems that  carry  the  mail 
in  some  offices.  But 
there's  a  crucial  differ- 
ence: A  HelpMate  doesn't 
follow  a  fixed  track,  such 
as  a  wire  in  the  floor.  In- 
stead, its  electronic  mem- 
ory contains  a  floor  map 
of  the  hospital.  When 
summoned  by  radio  or  pointed  to  a  lo- 
cation on  a  built-in  video  screen,  the 
robot's  microprocessor  brain  calculates 
the  quickest  way  to  get  there.  En  route, 
the  robot  uses  infrared  and  ultraviolet 
beams  to  dodge  people,  food  carts,  and 
gurneys  in  busy  corridors,  and  it  sum- 
mons elevators  and  opens  doors  with 
radio  signals. 

Sweeny  says  large  hospitals  can  eco- 
nomically justify  one  HelpMate  for 
every  100  beds,  so  "our  total  potential 
market  in  the  U.S.  is  10,000  robots." 
But  that  number  would  leap  if  the  ro- 


bots had  arms.  Then  they  could  make 
beds,  help  patients  out  of  bathtubs,  and 
relieve  nurses  of  other  menial  tasks. 
These  expanded  capabilities  would  also 
be  needed  in  home  robots,  which  is  why 
HelpMates  with  arms  are  next  on  En- 
gelberger's list.  Once  HelpMates  have 
been  fitted  with  arms,  they  could  be 
programmed  for  such  household  chores 
as  cooking,  washing  dishes,  and  sweep- 
ing. Considering  the  precision  factory 
jobs  that  Unimation's  aims  still  perfoim 
using  yesterday's  technology,  Engel- 
berger foresees  no  major  hui'dles  in  cre- 
ating household  robots.  And  his  chances 
of  attracting  a  backer  are  looking  up. 

In  1992,  the  U.  S.  robot  business  fi- 
nally tiuTied  around.  Lately,  sales  of  in- 
dustrial robots  have  been  posting  suc- 
cessive all-time  highs  (chart).  In  1995, 
American  industry  found  jobs  for  10,198 
steel-collar  workers  worth  $898  milUon, 
according  to  the  Robotic  Industries  Assn. 

Now  that  industrial  robots  have  re- 
covered theii'  spai'kle  and  HelpMate  has 
moved  into  bigger  quarters — Unima- 
tion's fomier  home — Engelberger  is  ea- 
ger to  launch  an  elder-care  robot.  Most 
old  folks  who  enter  nursing  homes  are 
mentally  alert  and  healthy,  Engelberger 
notes.  "They  just  aren't  nimble  enough 
to  care  for  themselves."  All  the  tech- 
nology developed  for  patient  care  would 
be  useful  for  elder-care 
robots.  Adding  certain 
repetitive  household 
jobs,  such  as  loading  the 
dishwasher  or  micro- 
wave oven,  would  be 
fairly  easy.  Others,  in- 
cluding meal  prepara- 
tion, might  involve  spe- 
cial-piupose  attachments. 
And  for  finding  pack- 
aged foods,  the  robot 
could  have  a  built-in  bar- 
code reader. 

Even  a  $100,000  home 
robot  would  soon  pay 
for  itself  by  enabling 
people  to  stay  out  of 
nursing  homes.  With  the 
population  quickly  aging,  demand  could 
surge,  bringing  down  costs  to  "some- 
thing more  in  line  with  the  cost  of  a 
car,"  says  Sweeny. 

Guess  who  Engelbergei'  thinks  should 
mai'ket  them?  "If  the  auto  makers  want 
to  diversify,  they  need  a  product  that 
sells  at  roughly  the  same  price  point 
and  in  the  same  volume,"  he  says.  Next, 
the  father  of  the  industrial  robot  hopes 
to  become  the  proud  papa  of  Chevy- 
bots,  Hondabots,  and  Volvobots. 

By  Otis  Port  in  Danbury,  Co  mi., 
with  bureau  repoHs 


FATHER'S  FOOTSTEPS 


"When  you 
w  up  with  someone  like  him,  how  could 
not  want  to  get  into  this  business?" 
s  Engelberger's  daughter 


STRONG  ROBOT  SALES 

The  U.S.  market  for  steel- 
collar  workers  nose-dived  in 
the  late  '80s,  then  bounced 
back — and  may  have  broken 
the  $1  billion  mark  in  1996 


1.2 
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How  do  12  million  people 
get  going  every  morning? 

Whether  it's  tea  in  England  or  coffee  in  the  U.S.  we're  probably  the  company  that  makes  it 
happen.  Because  we're  America's  largest  generator  of  low  cost  electricity  and  we're  expanding.  ^ 
So  from  Bristol  to  Biloxi,  our  customers  can  look  forward  to  a  bill  that's  easier  to  swallow. 
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evelopments  to  Watch 


IN  SEAHLE.  IT'S  RAINING  RESEARCH 

Surprising  findings  on  AIDS,  cancer,  woodlands,  and  birds 


:  than  5,000  scientists  and  reporters  convened  under  clear 
in  Seattle  last  week  for  tfie  anniuxl  meethig  of  the  Amer- 
Association  for  the  Advancement  of  Science.  One  head- 
■  Microsoft  Corp.  Chairman  Bill  Gates,  whose  prophecies 
interrupted  when  his  software  flopped.  Researchers  dis- 
■d  advances  in  such  fields  as  aids,  genetics,  and  birds'  mi- 
m  patterns.  Senior  Correspondent  John  Carey  aiid  Senior 
yr  Paul  Raebum  report  some  of  the  highlights. 


UDS WEAPON 
IMA  LAB  MISHAP 

TWO  YEARS  AGO  WHEN 

marcher  at  the  Univereity 
iryland's  Institute  of  Hu- 
Virology  in  Baltimore 
^ht  he  had  loiine  ;!  an  im- 
mt  experiment.  He  was 
ting  mice  with  cells  of 
isi's  sarcoma,  an  AiDS-re- 
cancer,  to  see  if  any  of 
Tiice  had  qualities  that 
i  protect  them  against 
tumors.  The  mistake 
when  he  put  males  and 
les  in  the  same  cage, 
females  became  preg- 
,  which  changed  their 
lonal  balance  and  should 
spoiled  the  test, 
stead,  something  remai'k- 
happened:  The  pregnant 
les  turned  out  to  be  es- 
ally  immune  to  Kaposi's 
ima.  Studies  uncovered  a 
of  molecules  that  shield 
ist  the  AIDS  vii-us  with- 
pparent  side  effects.  The 
e  chemicals,  not  yet  fully 
ified,  are  called  hcg  as- 
ted  factors,  or  hafs.  (hcg 
hormone  produced  early 
egnancy  in  mice  and  hu- 
!.)  Dr  Robert  Gallo,  di- 
r  of  the  Institute  of  Hu- 
Virology,  says  his  staff  is 
ig  to  identify  exactly 
h  HAFS  are  responsible 
fie  protection. 
3t  only  do  hafs  seem  to 
ife,  but  they  promote  the 
th  of  bone  marrow.  Gal- 
ports.  A  research  collab- 
ir  has  demonstrated  that, 
handful  of  cases  studied 
r,  HAFS  kill  Kaposi's  sar- 


coma cells  in  human  subjects. 
"These  are  things  we  want 
to  bring  to  clinical  use  as 
soon  as  possible,"  Gallo  says. 


HiniNG  GANGER 
WHERE  IT  HURTS 

SINCE  THE  1970S,  SCIENTISTS 

have  ch'eamed  of  zapping  can- 
cer with  a  biological  magic 
bullet.  They  envisioned  an  an- 
tibody that  homes  in  only  on 
cancer  cells  to  deliver  a  pow- 
ei"ful  toxin  just  to  those  cells. 

The  dream  may  finally 
come  true.  Dr.  David  A. 
Scheinberg  of  New  York's 
Memorial  Sloan-Kettering 


Cancer  Center  announced  the 
first  clinical  trial  using  an 
antibody  linked  to  a  source 
of  cancer-zapping  radiation. 
The  initial  quarry:  leukemia. 

It  took  years  to  engineer 
the  antibodies  and  design  a 
way  to  attach  the  right  can- 
cer-killing substances.  But 
Protein  Design  Labs  Inc.  in 
Mountain  View,  Calif.,  has 
cooked  up  an  antibody  that 
targets  the  CD-33  receptor 
found  on  leukemia  cells.  To 
the  antibody,  Scheinberg's 
team  attaches  bismuth-213,  an 
element  that  emits  alpha-par- 
ticle radiation,  but  only  for 
a  short  time;  its  so-called 
half-life  is  47  minutes.  In  pre- 
liminary clinical  tests,  the 
combination  swarmed  over 
leukemia  cells  without  appar- 
ent side  effects.  If  this  ap- 
proach snuffs  out  leukemia, 
Scheinberg  hopes  to  adapt  it 
for  mopping  up  cancer  cells 
often  left  in  the  body  after 
cancer  sui'gery. 


THE  NET  IS  FOR  THE  BIRDS 


BIRD  WATCHERS  MAY  SOON  BE  FLOCKING  TO  THE  INTERNET. 

Computer  scientists  at  Cornell  University  have  demon- 
strated a  home  page  for  Project  FeederWatch,  based  at 
Cornell's  Laboratoiy  of  Ornithology.  FeederWatch,  a  citi- 
zen-science program,  tracks  North  American  bird  popu- 
lations and  migrations.  It  is  funded  by  the  National  Sci- 
ence Foundation  and  supported  by  Canadian  and  U.  S. 
nature  groups,  including  the  National  Audubon  Society. 

For  a  decade,  birders 


have  been  counting  the  bii'ds 
stopping  at  their  feeders  and 
sending  the  counts  on  paper 
to  Cornell.  Now,  some  of  the 
10,000  backyard  researchers 
are  uploading  their  counts 
via  the  Net.  If  all  goes  as 
planned,  the  FeederWatch 
site  will  be  open  to  the  pub- 
lic, so  that  millions  of  bii'd 
lovers  can  seek  up-to-date 
maps  and  reports  on  the 
routes  of  I'edpolls,  juncos, 
and  goldfinches. 


FORESTS:  WORTH 
MORE  ALIVE? 

THE  TOWERING  DOUGLAS  FIRS 

and  other  venerable  trees 
that  ring  Seattle  have  been 
the  focus  of  fierce  environ- 
mental battles.  The  question 
comes  down  to  this:  Ai-e  the 
standing  trees  worth  more 
than  the  lumber  they  could 
yield?  Walter  V.  Reid  of  the 
World  Resources  Institute  in 
Washington  argues  that  nat- 
ural ecosystems  such  as  the 
Pacific  Northwest  forests  are 
the  source  of  products  and 
services  that  are  worth  hun- 
dreds of  millions  of  dollars, 
or  far  more  than  theii-  lumber 
value. 

The  Northwest  forests 
were  the  source  of  Taxol,  an 
important  new  cancer  drug 
extracted  from  the  Pacific 
yew.  Indeed,  57%  of  the  med- 
icines used  in  the  U.  S.  come 
from  nature's  products.  And 
their  potential  value  is  rising 
as  it  becomes  easier  to  find 
them.  It  now  costs  only 
$150,000  to  screen  10,000  nat- 
ural extracts  for  possible 
pharmaceutical  use,  Reid 
says.  Stepped-up  prospecting 
is  ah-eady  starting  to  pay  off: 
A  substance  called  michel- 
lamine  B  was  recently  ex- 
tracted from  a  vine  in 
Cameroon.  Laboratoiy  stud- 
ies suggest  it  could  be  effec- 
tive against  AIDS. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwmar@businessweek.com 
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Finance 


FUNDS 


SURPRISE!  MUTUAL  FUNDS 
AREN'T  DRIVING  THE  MARKET 

Popular  theory  holds  that  they've  been  the  yeast  in  the  Dow's  rise.  Not  so 


Deutsche  Morgan  Grenfell  Chief 
Economist  Edward  E.  Yardeni 
could  not  be  more  confident 
about  his  prediction  for  the 
U.S.  stock  market:  "Dow  10,000 
by  2000,"  he  boldly  states.  To 
Yardeni  and  a  vast  airay  of  other 
market  commentators,  the  reason  for 
the  market's  strength  can  be  boiled 
down  to  two  words:  mutual  fimds.  "Mu- 
tual-fund investors  are  doing  to  stocks 
in  the  1990s  what  they  did  to  I'eal  estate 
in  the  1980s,  sharply  marking  up 
prices,"  says  Yardeni. 

A   compelling  argument — one 
that  is  rapidly  becoming  part  of  the 
market's  conventional  wisdom.  And  on 
the  surface,  at  least,  it  seems  to  make 
perfect  sense.  For  one  thing,  no  one 
can  deny  that  mutual  funds  are  a  sig- 
nificant soui'ce  of  market  licjuidity,  with 
small  investors  stepping  in  to  buy 
stocks,  via  mutual  fimds,  in  virtually 
every  market  setback  since  the  crash 
of  1987.  But  the  fast-spreading  view 
that  mutual  funds  are  pushing  the 
market  skyward — and  might  easily 
trigger  a  crash  if  fund  customers  gi'ow 
wary — simply  is  not  supported  by  the 
hard  data.  Market  fimd-flow  experts,  in 
fact,  take  a  contrary 
view.  Far  more  im- 
portant,  they  argue, 
is  the  confluence  of 
low  interest  rates, 
low   inflation,  and 
strong  corporate 
profits.  "The  market 
is  not  especially  sen- 
sitive to  changes  in 
fund    flows,"  says 
Laszlo  Birinyi,  presi- 
dent of  market  consultant  Birinyi  Asso- 
ciates Inc. 

HAND  OVER  FIST.  Indeed,  one  of  the 
few  academic  studies  of  the  relationship 
between  fund  flows  and  stock  prices 
shows  that  the  coirelation  is,  at  best, 
weak.  A  soon-to-be-published  study  by 
Columbia  University  finance  professor 
Michael  Adler  shows  that  while  fund 
flows  influence  stock  prices,  and  have 


HEALTHY  MIX 


Most  likely,  the 
market's  steady 

climb  is  traceable  to  low  inflation,  low 
interest  rates,  and  strong  corporate  profits 


since  late  1993,  they  have  all  the  im- 
pact of  a  pebble  tossed  in  the  ocean. 
According  to  Adler,  on  a  scale  of  1  to 
10,  with  10  being  direct  cause  and  effect, 
funds  are  only  a  3. 

Even  huge  changes  in  fund  flows  do 
not  seem  to  affect  stock  prices.  A 
Birinyi  study  shows  that  after  the  10 
largest  monthly  declines  in  equity-fund 
cash  flows  during  the  six  bull  markets 


since  1970,  the 
ket  actually  ros 
as  much  as 
(table).  The  mi 
has  also  remainec 
for  long  periods  eve 
ter  money 
poured  into 
fimd  industry 
over  fist.  In 
when  cash  flowing 
equity  fimds  was  at  a 
record  $119  billion, 
Standard  &  Poor's 
stock  index  roi 
nere  1.3%.  The 
prit:  rising  int( 
rates. 

Even  when  i 
al-fimd  sales  am 
stock  market  a] 
to  be  moving  in  ui 
a  chicken-anc 
question  arises 
rising  stock 
drive  people  to  i 
in  mutual  funds, 
it   the  other 
around?  A  si 
case  can  be 
for  the  view 
fund  investori 
following  the 
— not  causin 
Leah  Modigliai 
U.  S.  equities  analj 
Morgan  Stanley  & 
thinks   fund  inve 
chase  performance 
they  are  now  doing 
index  funds.  "Peopl 
low  performance.  It 
an  unintelligent  thing  to  do.  They*! 
ing  into  index  funds  just  the  way 
went  into  Magellan,"  says  Modigli 


Even  big  inflows  of  cash  into  e 
funds  can't  prevent  a  market  set 
The  first  five  months  of  1996 
among  the  strongest  on  record  foi 
money  going  into  equity  fimds.  Yf 
market  was  flat  in  June  and  dn 
5.9%  in  early  July — due  largely  to 


ederal  Reserve  would  raise  inter- 
tes.  It  was  only  after  these  fears 
d  baseless  that  the  market  re- 
i  its  rise. 

y  are  funds  so  lacking  in  market- 
g  influence?  The  reason  might  well 
:o  do  with  the  source  of  the  funds 
to  buy  mutual  funds.  While  the 
iling  view  is  that  fund  investors 
ishing  in  piggy  banks  to  buy  mu- 
inds,  they  are,  in  fact,  often  selling 
— thereby  drastically  reducing  the 
1  market  impact.  One  clue  comes 
Fed  flow-of-funds  data.  Through 
lird  quarter  of  1996 — the  latest 
ble  Fed  data — individuals  sold 
bilhon  in  equities  while  funds 
t  $184  biUion.  Thus,  much  of  the 
ised  to  buy  equity  funds  may  well 
;'ome  ft'om  selling  stocks. 
INDRA  WATCH.  So  the  doomsday 
■io  raised  by  some  market  watch- 
hat  a  falloff  in  fund  pui'chases  wiU 
a  crash — has  little  validity.  If  the 
s  any  guide,  a  sudden  change  in 
flows  won't  be  the  trigger  to  a 
!t  calamity.  A  more  likely  cause 
be  a  significant  jolt  to  the  econo- 
ich  as  the  sudden  surge  in  interest 
that  induced  the  1987  crash.  Mor- 
tanley  market  strategist  Byron  R. 
thinks  that  if  anything  stops  the 
larket  this  year,  it  will  be  rising 
not  a  drop  in  fund  flows, 
be  sure,  tracking  mutual-fund  cash 
has  its  place.  Such  data  have  be- 
a  valuable  tool  to  analyze  short- 
movements  in  market  sectors.  In- 
lent  bankers  use  it  to  gauge 
interest  in  initial 
public  offerings  or 
municipal  bonds, 
for  example.  Wien 
compares  fund 
flows  to  underwrit- 
ing volume  to  as- 
sess the  supply  of 
new  cash  available 
for  equities.  "It's 
just  one  of  many 
variables  for  look- 
ing at  supply-and- 
demand  conditions 
for  stocks,"  says 
Wien. 

The  enormous 
growth  of  mutual 
fimds  has  certainly 
turned  the  indus- 
try into  a  critical 
component  of  the 
stock  market.  But 
are  mutual  funds 
really  the  driving 
force  behind  the 
market?  Don't  bet 
on  it. 

By  Geoffrey  Smith 
in  Boston 
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BANKING 


BIG  BANK, 
GRAND  AMBITION 

Why  Chase  is  taking  the  plunge  into  equity  underwriting 


When  buyout  specialist  Hicks, 
Muse,  Tate  &  Furst  Inc.  wanted 
to  purchase  a  unit  of  American 
Home  Products  Coip.  last  year,  it  need- 
ed $1.19  billion.  It  made  one  stop  at 
Chase  Manhattan  Corp.  for  advice, 
loans,  bond  financing,  and  a  cash  infu- 
sion. But  should  Hicks  Muse  want  to 
take  the  unit  public,  it  would  have  to 
look  elsewhere.  That's  about  to  change. 

The  nation's  largest  bank  is  ready  to 
move  into  equity  undei-writing.  It  will 
be  the  first  major  U.  S.  bank  with  retail 
operations  to  try  to  go  head-to-head 
with  Wall  Street  in  underwriting  U.  S. 
equities.  Says  Chase  Vice-Chairman 
William  B.  Hairison  Jr.:  "If  you  traly 
want  to  be  a  global  multiproduct  player, 
public  equity  is  something  you  have  to 
have."  The  soft-spoken  North  Cai-olinian 
plans  to  build  from  scratch,  but  he 
doesn't  rule  out  an  acquisition. 

For  the  past  three  months,  from  his 
roomy  Park  Avenue  office,  Hamson  has 
been  eyeing  Wall  Street  talent  to  lead 
his  equities  charge.  The  coiporate  bank- 
ing chief  wants  to  hu'e  one  person  fi"om 
an  established  equity  player  such  as 
Goldman  Sachs  &  Co.  or  Morgan  Stan- 
ley &  Co.  to  mn  the  whole  show,  but 
he'll  settle  for  two  co-heads — one  to 
oversee  sales,  trading,  and  research  and 
the  other  to  guide  underwriting.  Then 
comes  a  sales  team,  a  trading  desk,  and 
a  research  department,  which  at  fii'st 


will  focus  on  five  to  six  industiy  sectors. 
Probable  industries  include  media, 
broadcasting,  and  telecommunications, 
areas  in  which  Chase  is  strong  and  ini- 
tial public  offerings  are  likely.  "In  a 
two-  or  three-year  time  period,  I  hope 
we  vriU  have  the  beginning  foundation  of 
a  veiy  good  equity  business,"  says  Har- 
rison. In  three  to  four  years,  he  says, 
the  business  could  earn  a  return  on  eq- 
uity of  more  than  15%. 
BIG  LENDER.  Chase  has  a  number  of 
skills  to  leverage  into  success  with  eq- 
uities. It  leads  in  syndicated  lending 
and  ranks  10th  in  underwriting  high- 
yield  bonds,  after  only  thi-ee  years  of 
experience.  It  is  a  giant  in  private  eq- 
uity investments,  trading,  and  private 
placements.  It  has  a  long  roster  of  top 
corporate  clients  and  a  huge  war  chest 
of  capital. 

Becoming  an  equities  leader  will  re- 
quire a  large  investment  over  5  to  10 
yeai's.  A  major  equities  house — with  .500 
or  so  salesmen,  traders,  and  analysts — 
costs  $200  million  to  .$300  milhon  a  yeai; 
says  Brown  Brothers  Haniman  &  Co. 
analyst  Raphael  Soifer  "It's  not  a  cheap 
date,"  one  banker  quips.  But  Harrison 
says:  "We  are  not  going  to  spend  $1 
biUion  in  the  fii'st  two  to  three  years." 

Chase  also  faces  growing  competi- 
tion. Dominant  U.  S.  investment  banks 
vdll  not  cede  share  easily.  Large  Euro- 
pean banks  such  as  Deutsche  Bank  and 


Finance 


Union  Bank  of  Switzerland  have  been 
spending  millions  to  muscle  into  the 
market.  Other  U.  S.  banks,  such  as  Na- 
tionsBank, BankAmerica,  and  First 
Union  are  likely  to  jump  into  the  fray. 

These  trends  may  push  Chase  to 
move  faster.  "It  would  be  better  off 
buying  any  firm  around,"  say 
an  international  rival.  Chasi 
President  Thomas  G.  Labrecque 
concedes  that  his  bank  doesn't 
have  the  decade  it  v.ill  take  J.  P. 
Morgan  &  Co.  to  hit  the  big 
time  in  equities.  "In  a  market 
that  is  consolidating,  we  are  go- 
ing to  want  to  get  there  faster 


focused.  And  to  get  the  overbrokered 
investor's  ear,,fii-ms  must  leam  to  dif- 
ferentiate their  product.  "You  have  got 
to  have  a  major  league  distiibution.  And 
the  risk  profile  of  the  equity  trading 
desk,  these  people  won't  have  the  stom- 
ach for."  says  Thomas  W.  Weisel,  chief 


THE  PAYOFF 


>  Big  revenues,  since  fees  are  more  lucrative  than 
from  underwriting  other  securities  or  from  the  ever- 
shrinking  spreads  on  most  loans. 

>  It  will  help  retain  corporate  customers  by  filling  in 
a  product  gap.  Clients  don't  have  to  go  elsewhere 


set-backed  securities  and  corpi  i 
bonds.  It  was  the  first  commercial 
to  get  equities  powers  in  1990  fi-oi 
Federal  Reserve  Board  as  it  ease- 
strictions  imposed  by  the  1933  •  ; 
Steagall  Act  and  the  first  to  st 
sights  on  becoming  a  Wall  Street  ■ 
Hundreds  of  miUions  of  di 
later,  Morgan  still  rank.s 
16th  among  U.  S.  equity  | 


than  that,"  he  says.  Chase  has    when  they  want  to  sell  stock. _ 


studied  buying  big  Wall  Street 
firms,  boutiques,  and  equity 
teams     from     rivals,  but 
Labrecque  says  it  is  hard  to  in- 
tegi-ate  the  diverse  cultures.  And  Har- 
rison says:  "Buying  something  today 
does  not  make  sense,  because  we  would 
be  buying  at  the  top  of  the  market." 

Managing  an  equities  shop  is  no  easy 
task.  It  must  be  well  integrated  with 
other  business  lines  to  work.  Relation- 
ships with  issuei^s  center  on  fEOs,  I'athei' 
than  CFOs,  who  make  the  high-yield  and 
lending  decisions  on  which  Chase  has 


►  Offering  equities  helps  bring  in  clients  for  other 
businesses  such  as  mergers  and  acquisitions  and 
underwriting  of  debt  securities. 

executive  of  Montgomery  Securities. 

Take  J.  P.  Morgan.  It  began  over- 
hauling its  culture  in  the  early  1980s 
by  turning  stodgy  bankers  into  deal- 
makers.  Pay  scales  were  revamped. 
First  Morgan  undei-wrote  equities  and 
other  securities  overseas.  Then  it  strag- 
gled to  transfer  these  skills  back  to  the 
U.  S.,  where  it  started  by  undei-writing 
municipal  bonds,  commercial  paper,  as- 


managers  in  1996.  It  le 
deals  that  year,  vs.  leader  < 
man  Sachs's  92. 

Other  bank  equities  p!; 
lag  behind  Morgan.  Ban 
Ti'ust  New  York  Corp., 
Morgan  a  purely  corpi 
bank,  started  in  1995  and 
led  fom"  deals.  Citicoip  is  f 
ing  on  the  emerging  mar 
International  participants 
yet  to  make  their  mai'k.  "No  bantcs 
really  made  it  yet,"  says  Soifer. 

But  that  won't  be  the  case  for 
Down  the  road,  if  Harrison  has 
thing  to  say  about  it,  Hicks  Mus( 
just  as  easily  be  able  to  issue  • 
through  Chase  as  through  an  in 
ment  bank. 

By  Alison  Rea,  imth  Lisa  Sanda 
New  York 


Please  call  1-800-345-7574 
for  a  prospectus  containing 
more  complete  information, 
mcliuimg  charges  and 
expenses,  which  should  be 
read  before  investing, 
www  americancenturv  com 
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lESERT 
lADING  POST 

n  Ai'izona,  a  computer 
make  stock  pricing  fairer 

seven  years,  Steve  Wunsch  has 
'•uggled  to  launch  his  innovative 
3Ctronie  auction  system,  the  Aii- 
itock  Exchange,  into  the  big  time, 
for  seven  years,  Wunsch  has 
3d  his  enterprise  floundei-  as  trad- 
)lume  failed  to  materialize.  But 
the  Azx's  long-range  goal  of  han- 
is  much  as  30%  of  all  U.  S.  trading 
3  seems  wildly  optimistic,  his  ven- 
lay  finally  be  gaining  steam, 
recent  years,  the  Azx,  which  is 
m  a  Sun  Microsystems  Inc.  sei-v- 

Phoenix,  has  traded  a  paltry 
0  or  so  shares  a  day  for  its  insti- 
al  clientele — well  below  the 
0  that  Wunsch  says  he  needs  to 
even.  The  problem,  he  says,  has 
Securities  &  Exchange  Commis- 
ules  limiting  the  azx  to  a  single 
n  at  5  p.m.  Eastern  time,  when 
traders  have  packed  up  for  the 


day.  But  the  sec  has  changed  its  stance, 
and  at  the  end  of  April,  Wunsch  will 
launch  a  9:15  a.m.  auction  in  the  15 
most  actively  traded  nasdaq  stocks. 
Within  a  few  months,  he  plans  to  trade 
in  all  the  4,147  stocks  on  the  nasdaq 
National  Market,  nasdaq  has  become 
an  unlikely  ally,  planning  to  build  com- 


WUNSCH:  He  cuts 
out  the  middle- 
man on  trades 

puter  links  to  the 
AZX  and  then  using 
Wunsch's  system 
to  officially  open 
trading  for  all  nas- 
daq national  stocks 
later  in  1997.  With 
a  daytime  auction, 
Wunsch  figiu-es  that 
he  could  easily 
quadruple  volume 
in  a  year. 

BIG  MEET.  What 
does  the  azx  offer 
traders  that  other 
systems  don't?  Its 
auction  is  designed 
to  bring  together 
as  many  buyers 
and  sellers  as  possi- 
ble at  a  predeter- 
mined point  in 
time.  Then,  based  on  the  orders  in  the 
system,  it  sets  a  stock's  price  at  the 
level  that  will  execute  the  maximum 
amount  of  shares.  There  is  no  middle- 
man to  take  a  spread  between  a  bid 
and  ask  price. 

This  "single-price"  system  contrasts 
with  continuous  auctions  such  as  the 


Help  me,  I'm  working  and  I  can't  get  up!  The  more  you  make,  the  more  they 
take.  Everybody  gets  theirs  and  you  get  what's  left.  Will  it  be  enough  for  a 
comfortable  retirement?  You've  made  some  investments,  but  now  you  may 
not  feel  quite  as  good  about  them.  And  does  anyone  need  to  ask  how  you  fee! 
about  Social  Security?  Perhaps  you  should  consider  something  that  could 
give  you  a  little  more  confidence.  May  we  lend  you  a  hand?  You  will  find  a 
wide  range  of  investment  opportunities  at  American  Century  to  help  vou 
meet  your  future  needs.  We  have  over  sixty  mutual  funds  organized  to 
diversify  your  portfolio.  To  help  get  you  up  and  keep  you  ahead.  More  than 
two  million  people  trust  us  to  manage  their  money-nearly  $54  billion,  and 
climbing.  They  seem  to  like  our  approach  to  investing.  It's  a  little  different 
from  most  others.  Our  funds  are  managed  by  teams.  Instead  of  individuals. 
We  think  that  allows  us  to  make  better  and  more  consistent  decisions.  We 
also  weigh  our  independent  research  against  market  trends.  To  see  if  they  are 
right.  Independent  thinking.  It  can  make  the  difference  between  winning 

American 

and  losing.  Invest  in  our  thinking.  It  could  give  you  a  new  outlook.  CENTURY. 


Finance 


New  York  Stock  Exchange  or  Instinet, 
where  traders  can  place  orders  thi-ough- 
out  the  day  but  may  not  find  any  takers 
immediately  and  so  may  reveal  their 
hand  to  the  market.  And  unlike  popular 
crossing  systems  such  as  itg's  Posit  Sys- 
tem or  Instinet's  Crossing  Network, 
which  also  bring  traders  together  at 
fixed  times,  Wunsch's  system  sets  its 
own  pricing,  rather  than  executing 
trades  at  NYSE  or  Nasdaq  closing  prices. 
"Nobody  else  offers  a  true  auction  that 
can  set  pricing  that  is  independent  of  a 
major  exchange,"  says  Wunsch. 

Here's  how  it  works:  Any  time  in  the 
hour  before  A2;x's  computers  run  an  auc- 
tion, tradei's  can  log  into  the  Azx  auc- 
tion books,  click  on  an  equity,  and  put 
their  order  up  on  the  screen.  Buyers 
post  the  size  of  their  order  and  the 
maximum  price  they're  willing  to  pay, 
and  sellers  post  their  minimum  sale 
price  and  trade  size.  For  total  anonymi- 
ty, traders  can  post  ordei's  to  a  special 
"book"  of  undisplayed  orders,  but  they 
pay  a  commission  cost  of  1?  per  share, 
instead  of  as  little  as  V4  for  displayed 
orders.  After  an  hour;  the  computer  ag- 
gi'egates  the  ordei's  and  selects  the  one 
price  for  each  equity  that  will  maximize 
the  number  of  shares  traded  (table).  In 
practice,  however,  this  hasn't  worked. 
Instead  of  tiying  to  discover  new  prices, 
traders  have  used  the  AZX  like  a  cross- 
ing system,  putting  in  trades  at  NYSE  or 
NASDAQ  closing  prices. 

Wunsch  hopes  his  morning  auction 
will  attract  greater  volume  ft'om  moi-e 
active  traders.  Since  the  azx  is  designed 
to  bring  a  large  number  of  buyei's  and 
sellers  together  at  one  time,  traders 
should  be  able  to  place  large  orders 
without  causing  a  swing  in  an  equity's 
price.  Therefore  the  exchange  has  the 
potential  to  set  prices  that  are  more 
reflective  of  supply  and  demand  in  the 
market.  The  key,  however,  is  attracting 
volume.  "It's  a  great  concept  that  has 
never  worked  in  practice,"  says  Christo- 
pher Keith,  a  founder  of  the  Chicago 
Stock  Exchange's  failed  electronic  tr-ad- 
ing  system,  Chicago  Match,  and  now 
the  pi-esident  of  Global  Trade  Inc.,  a  fi- 
nancial software  and  product-develop- 
ment firm. 

"CLEAN  OPENING."  That  doesn't  faze 
Wimsch,  whose  single-mindedness  is  leg- 
endary. After  college,  Wunsch  spent  10 
years  as  a  full-time  rock-climber  before 
heading  to  Manhattan  to  trade  inter- 
est-rate futures.  Before  long,  Wunsch 
was  helping  develop  the  market  in  stock 
index  ftitures  at  Kidder,  Peabody  &  Co. 
After  faihng  to  interest  Kidder  in  his 
idea  for  a  new  stock-trading  system, 
Wunsch  looked  farther  afield,  and  in 


1991,  linked  up  with  the  state  of  Ari- 
zona, which  was  eager  to  pi'omote  it- 
self as  a  budding  financial  mai'ket.  In  re- 
turn for  naming  his  venture  the  Arizona 
Stock  Exchange  and  shipping  his  com- 
puter to  Phoenix,  Arizona  gave 
Wunsch  a  $2  million  loan. 

Attracting  the  backing  of  nasdaq  is  a 
majoi-  coup  for  Wunsch.  Nasdaq's  moti- 
vation for  adopting  the  azx  system  is,  in 
part,  an  attempt  to  mute  investor  criti- 


gle-price  auction  could  be  a  dr;n 
tool  to  make  a  vei-y  clean  openin, 
our  market,"  says  nasdaq  chief  c 
mist  Dean  Fui-bush.  AZX's  softwa 
being  integrated  into  the  netwo; 
workstations  that  make  up  the  NA  it 
National  Market,  which  would  gival 
NASDAQ  investors  access  to  the  sy^ 
That  could  cut  into  some  protil 
trades  for  nasdaq  market-makers, 
the  more  stable  opening  prices  and  , 


Matching  Supply  with  Demand 

How  is  a  stock  price  set  on  the  AZX?  In  this  simplified  example,  five  buys 
and  five  sellers  exist  for  a  stock,  all  posting  different  prices  at  which  they'rf 
willing  to  buy  or  sell  10,000  shares  of  stock. 

The  price  that  clears  the  market,  executing  the  maximum  amount  of 
shares,  is  30/2,  which  moves  20,000  shares.  Any  other  price  would  not  brii 
equilibrium  between  supply  and  demand.  For  instance,  at  30%,  there  are 
three  buyers,  or  demand  for  30,000  shares,  but  only  one  seller,  with  a  supi 
of  10,000  shares. 

With  the  price  at  30'/',  sellers  posting  prices  above  30/  keep  their  stock 
and  buyers  below  that  price  go  away  empty-handed.  But  some  sellers,  sue! 
as  those  with  orders  at  30/«,  get  a  higher  price,  and  buyers  who  input  order 
of  30%  get  their  order  filled  for  /  less,  at  30/.  On  traditional  exchanges,  a 
middleman,  and  not  investors,  might  profit  from  that  ■/  spread. 


^MMi.    "^"ISi^       iMr  ^.^iMMi 

PURCHASE 

AMOUNT 

TOTAL 

SALE 

AMOUNT 

Til 

PRICE 

(SHARES) 

DEMAND 

PRICE 

(SHARES) 

suir 

30/ 

10,000 

50,000 

30/ 

10,000 

10,0) 

30/ 

10,000 

40,000 

3014 

10,000 

20,0f 

30% 

10,000 

30,000 

30% 

10,000 

30,0 

3014 

10,000 

20,000 

30%. 

10,000 

40,0j 

30% 

10,000 

10,000 

30/ 

10,000 

50,0' 
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cism  of  its  own  system.  NASDAQ  has  no 
official  opening — that  is,  no  set  opening 
price  for  each  stock.  Dealers  simply  be- 
gin the  day  by  posting  different  quotes, 
and  the  fii-st  trade  to  hit  the  ticker  be- 
comes the  opening  price,  often  creating 
a  frenzy  of  volatility,  nasdaq  dealers, 
who  make  a  spread  on  each  trade,  can 
take  advantage  of  temporary  inefficien- 
cies in  pricing  by  trading  for  their  own 
accounts.  That  frustrates  traders. 
NASDAQ's  opening  "is  chaos,"  says  Hai'old 
S.  Bradley,  director  of  equity  trading 
at  American  Century  Funds.  "The 
volatility  imdermines  any  confidence  that 
pricing  is  fair  and  objective.  It  is  veiy 
risky  to  place  any  orders." 

Wunsch's  morning  auction  would  get 
rid  of  that  excess  volatility  at  the  start 
of  the  day  by  computer  selection  of  the 
opening  price  that  matches  supply  and 
demand.  With  that  benchmark  set, 
traders  could  then  begin  the  day  with 
less  fear  of  being  hurt  by  swings  in 
stock  prices.  "We  think  Wunsch's  sin- 


er  trading  costs  should  bring  inert 
volume.  Wunsch's  hope  is  to  eventi; 
have  three  daily  call  auctions. 

To  beef  up  volume,  Wunsch  pla 
display  his  auction  in  real  time  n 
AZX  Web  site  this  spring.  He  hope 
will  spur  retail  investors  to  pla( 
ders  on  azx  thi'ough  online  broker 
is  also  building  links  with  other 
native  trading  systems,  such  as 
The  AZX  will  also  be  accessible 
Bloomberg's  new  Ti-adebook  systi 
the  spring. 

Wunsch's  success  is  far  fi'om  as- 
The  AZX  wouldn't  be  the  first  alteri 
trading  system  to  fail:  In  the 
decade,  only  thi'ee  of  the  approxin 
20  electronic  trading  systems  laui 
have  been  successful.  But  Wunsi 
mains  optimistic:  "The  stars  are 
ing  into  alignment,"  he  says.  "It 
right  place  in  time  to  make  this  \ 

Bij  Kathleen  Morris  in  Los  Ai< 
with  Jessica  McCann  in  Phoevi. 
Suzanne  Woolley  in  New  York 
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fast 
surfing. 


Introducing  K56flex!" 
The  hot  new  56  Kbps  nnodem  technology.  Works  over 
existing  phone  hnes  up  to  twice  as  fast  as  nnost  nnodems. 
Lets  you  surf  the  web  without  the  wait. 
Technology  pioneered  by  Bell  Labs. 
Enjoys  support  of  almost  400  leading 
high-tech  companies,  including:  PC  makers 
(like  Compaq,  Hewlett-Packard  and  Toshiba),  modem 
manufacturers  (like  Hayes  and  Multi-Tech  Systems), 
nearly  300  internet  service  providers  (like  PSINet 
and  UUNet)  and  their  network  equipment  providers 
(like  3Com,  Cisco  Systems,  Inc.  and  Livingston 
Enterprises,  Inc.). 
It's  like  totally  awesome,  dude. 

microe/ectronics  group 


Lucent  Technologies 

Br,!,.,   ^'^o  Ojk  W,,v 


o 
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We  make  the  things  that  make  communications  work." 


K56flex  IS  a  trademark  of  Lucent  Tectinologies  and  Rockwell  International 
All  ottier  company  names  are  registered  trademarks  or  trademarks 
of  ttieir  respective  owners.  ©  1997  Lucent  Technologies 


Inside  Wall  Street 


BY  JEFFREY  M.  LADERMAN 

BEHER 

PICKIN'S?  

In  the  1980s,  the  name  T.  Boone  Pick- 
ens struck  fear  in  Big  Oil  executive 
suites.  But  he  was  better  at  raiding 
other  companies  than  ninning  his  own: 
Mesa  (mxp)  hasn't  turned  a  profit  since 
1988.  Last  year,  under  shareholder 
pressure,  Pickens  turned  to  super- 
investor  Richard  Rainwater  A  Rain- 
water-led gi'oup  put  $130  million  in  eq- 
uity into  Mesa.  An  equal  amount  was 
raised  through  a  rights  offering.  Then, 
Pickens  stepped  aside,  and  Rainwater 

PUMPING  AWAY 


1997  Est  ; 

270 

MESA  1996  Est  i 

^  STOCK  PRICE  -$1.04  ; 

WEEKW  CLOSE  i  \ 

i    .  1995 

"  AUG.  16,  '96  FEB.  18,  '97 

▲  DOLLARS 

DATA;  BLOOMBERG  FINANCIAL  MARKETS.  SMITH  BARNEY  INC 

chose  Jon  Bramley,  a  highly  regarded 
oil-patch  veteran,  to  take  charge. 

Now,  Mesa's  prospects  are  perhaps 
the  best  in  a  decade.  The  stock,  at  5)4, 
is  up  from  3  last  summer,  and  some 
think  it  could  liit  8  this  year.  The  Class 
A  preferred  shares,  which  pay  stock 
dividends,  trade  at  7,  and  could  hit  9. 
Still,  Mesa  is  barely  on  Wall  Street's 
radar.  Kurt  Wulff  of  Smith  Barney  is 
the  only  analyst  to  rate  this  Big  Board 
company  an  unqualified  buy. 

Wulff,  who  has  followed  the  industry 
for  30  years,  is  banking  on  Brnmley, 
who  built  successful  oil-and-gas  com- 
panies in  the  1970s  and  1980s.  Br-um- 
ley's  goal  is  to  boost  cash  flow  25%  in 
two  years,  and  it  looks  as  if  the  com- 
pany may  even  turn  a  pr'ofit  this  year-. 
"Mesa  has  always  owned  terrific  as- 
sets," says  Morris  Mark  of  Mark  Asset 
Management,  which  owns  2.8%  of  the 
outstanding  shar-es.  Adds  Wulff: 
"Mesa's  problem  was  that  its  cash  flow 
was  committed  to  debt  service,  with 
nothing  left  to  invest." 

With  plenty  of  cash  and  a  $650  mil- 
hon  fine  of  credit,  Bnimley  is  making 
acquisitions  that  Wulff  says  will  turn 


Mesa  around.  On  Feb.  G,  Mesa  an- 
nounced the  $66  million  purchase  of 
MAPCO's  natural-gas  liquids  and  con- 
densate reserves  in  Texas'  West  Pan- 
handle field.  Four  days  later,  Brumley 
bought  Greenhill  Petr-oleum  for  $270 
million. 

Greenhill's  main  properties  ar-e  two 
aging  Louisiana  oil  fields  that  have  al- 
ready pr'oduced  1  bilHon  barrels.  Wulff 
says  with  new  3-D  seismic  mapping 
and  horizontal  drilling,  it's  possible  to 
coax  a  firrlher  100  milhon  ban'els  ft'om 
the  fields.  If  he's  right,  the  deal  will  be 
sweet — since  Mesa's  cost  is  based  on  30 
million  barrels  of  proven  r'eser'ves. 

CELL-PHONE 
SCRAMBLERS 

Last  year.  House  Speaker  Newt 
Gingrich  was  on  a  conference  call 
talking  about  his  ethics  case — and  it 
almost  did  him  in.  The  call  was  picked 
up  off  the  air  by  Democratic  loyalists. 
Too  bad  for  Gingrich  that  one  of  the 
conference  participants  was  talking  on 
a  cellular  phone  and  wasn't  using  an 
encr-yption  device,  such  as  those  made 
by  Cycomm  International  (CYi),  which 
would  protect  callers'  privacy. 

The  need  for-  secured  wir-eless  com- 
munications is  what  makes  Cycomm  in 
McLean,  Va.,  a  compelling  buy,  accor-d- 
ing  to  Anthony  Mar-chese  of  New 
York's  Dimar  Partners.  The  stock  trad- 
ed as  high  as  7%  last  spring  on  the 
American  Stock  Exchange  but  is  now 
at  3X(;.  That's  a  market  capitalization  of 
$25  million — about  what  the  company 
expects  sales  to  be  this  year. 

Mar-chese  says  Cycomm  is  especially 
cheap  considering  that  a  competitor, 
Tr-anscrypt  International,  has  a  mar- 
ket cap  of  mor'e  than  three  times  as 
much — with  about  only  half  the  sales. 
He  thinks  Cycomm  will  double  in  12 
months  and  notes  that  insiders  have 
been  buying  shares  since  late  last  year-. 

Cycomm,  which  also  builds  "nigged- 
ized"  and  secure  wireless  computers, 
is  not  aiming  for  a  mass  mar-ket.  Most 
phone  user's  don't  need  security  enough 
to  pay  $400  to  $800  for-  an  encryption 
de\ice.  Albert  "Bud"  Hawk,  a  merger-s- 
and-acquisitions  lawyer  who  became 
Cycomm's  ceo  last  year;  says  his  mar- 
ket is  law-enforcement  agencies  and 
professionals  such  as  doctors  and 
lawyers.  Luke  Smith,  who  follows  the 
company  for  Chesapeake  Research  in 
Towson,  Md.,  says  secm-ed  wir-eless  de- 
vices could  sell  big  abr-oad,  too. 


Smith  says  Hawk's  m&a  talents  ^ 
help  the  company  gr*ow.  On  Feb. 
Cycomm  said  it  would  acquire  Ti 
Corp.'s  Secure  Computing  Produ 
unit,  with  $2  million  in  sales,  for  i 
$200,000.  Hawk  says  the  invent, 
alone  is  worth  three  times  that. 

Still,  the  company  is  not  profita! 
Hawk  says  it  may  happen  this  yt. 
but  in  any  case  "we  will  be  cash-f 
positive."  Smith  recommends  buy 
the  stock  up  to  a  price  of  $5. 

THIS  STEELMAKER 
MAY  BE  A  STEAL 

In  the  infor-mation  economy  and  i 
technology-driven  bull  market,  s( 
stocks  have  all  the  pizzazz  of  a  f 
heap.  Look  at  ltv  (ltv),  which  sell; 
12/^.  Ti-ue,  it's  up  from  10  in  Novi 
ber.  But  the  stock  is  still  $1  be 
the  52-week  high  it  hit  in  Septemlt 
Meanwhile,  the  Standard  &  Poif 
500-stock  index  has  climbed  nes 
25%  since  September*.  Philip  Scl 
tewi,  managing  partner  at  Loo 
Sayles  and  portfolio  manager  for- 
new  Loomis  Sayles  Strategic  V? 
Fund,  thinks  the  steelmaker  is  a  1 
gain,  capable  of  producing  a  5( 
to-70%  gain  this  year. 
Schettewi's  not 


NOT  SUCH 
A  SLAG  HEAP 


0  "  — 


banking  on  rising 
prices  for  steel. 
LTV  is  attractive 
all  by  itself.  The 
once  oner-ous  un- 
funded pension  li- 
abilities ar-e  nearly 
fully  funded.  It 
has  about  $6  a 
share  in  cash,  and 
the  company  plans 
to  buy  back  up 
to  5%'  of  its  stock. 
And  insiders,  in- 
cluding CEO  David 
Hoag,  are  also 
buying  shares. 

Paul  Latta,  a  steel-industry  ana 
at  Seattle's  Ragen  Mackenzie,  says 
looks  good  in  its  peer  gr-oup.  "ltv  1 
the  consensus  earnings  forecast  e\ 
quarter  last  year-,"  he  says.  "Most  si 
maker-s  did  not."  It  also  earned  $1.1 
share  in  1996 — about  as  much  as 
Str-eet  for-ecast  for  1997.  Schett 
thinks  this  year's  pr-ofits  will  r't 
$1.25.  If  it  starts  to  look  as  if 
right,  the  rest  of  the  Street  wil 
scrambling  to  boost  estimates, 
that  can  do  wonders  for  a  stock. 


LTV  3_ 
STOCK  PRIig 

WEEKLY  CLOi 
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SiEBEL  Partners: 


Urowth 


FORMIX  PARTNERS  WITH  WORLD-CLASS  COMPANIES.  So  when  it  ( OMES 

TO  GLOBAL  SALES  INFORMATION  SYSTEMS,  we  partner  with  SiEBEL. 


fj  INFORMIX* 


Informix  and  Siebel  Systems  partnered  to  deliver  large-scale,  enterprise-class  sales  information 


solutions  to  global  organizations.  Across  diverse  industries,  these  leading  companies  are  experiencing 
shorter  sales  cycles,  increased  revenue  per  sales  representative,  and  dramatically  higher  levels  of  customer  satisfaction. 
The  result  is  expanding  market  share  and  higher  profitability.  And  all  this  is  happening  today— not  tomorrow  or  next 
year.  With  fully-scalable  Informix  database  software  and  the  Siebel  Sales  Enterprise ' sales  information  system, 
our  joint  customers  have  taken  the  high  ground  in  global  growth.  To  learn  how  your  organization  can  profit  from 
our  partnership,  call  1-800-720-3115,  ext.  1207  or  visit  Siebel  at  ww/w. siebel. com. 


Sales  Information  Systems 

)  1997  Siebel  Systems.  Incorporated.  Siebel  and  Siebel  Sales  Enterprise  are  trademarks  of  Siebel  Systems,  Incorporated  and  may  be  registered  in  certain  junsdictions.  Informix  is  a  registered  trademark  of  Informix  Software,  Inc. 


People 


ADVERSARIES 


UNITED  THEY 
DON'T  STAND 

Can  Glawe  and  Greenwald  heal  the  rifts  at  the  airUne? 


M 


lichael  H.  Glawe  is  a  soft-spo- 
ken, cerebral  guy.  But  during 
the  final  years  of  the  Vietnam 
I  Wai;  he  was  one  of  the  U.  S.  Aii* 
Force  pilots  who  undertook  such  gutsy 
missions  as  flying  American  prisoners 
of  war  out  of  Hanoi.  In  1975,  as  Saigon 
fell,  he  evacuated  a  group  of  in-  — 
jiu'ed  oiphans  after  theii-  fii'st  plane 
crashed  at  the  edge  of  the  au-field. 

Not  long  after,  11,000  miles  away 
in  Venezuela,  veteran  auto  execu- 
tive Gerald  Greenwald  was  leading 
the  fight  to  save  huge  investments 
by  U.  S.  carmakers  from  being 
wiped  out  by  repressive  new  laws. 
After  staling  down  the  government, 
Greenwald  tripled  employment  at 
Ford  Motor  de  Venezuela  while 
doubling  market  share  and  upping 
earnings  tenfold  in  just  thi-ee  yeai-s. 

Conflicts  of  a  veiy  different  sort, 
to  be  sure.  Yet  each  man  came 
away  with  a  reputation  for  steely 
resolve.  Neither  brooks  much  op- 
position when  he  believes  he's 
right.  Now,  Greenwald,  chairman 
and  CEO  of  United  Airlines  Inc., 
and  Glawe,  head  of  United's  Air 
Line  Pilots  Assn.,  are  locking 
horns.  And  whether  these  two 
strong-willed  men  come  to  terms 
will  go  far  toward  determining  the 
fate  of  the  world's  No.  1  airline  and 
its  celebrated  $5  billion  employee 
stock  ownership  plan  (esop). 

Tensions  have  been  high  since 
Jan.  16,  when  United's  8,500  pilots, 
by  an  80%  margin,  rejected  a  pro- 
posed pay  hike  of  10%  over  four 
years.  Afterward,  Glawe  (rhymes 
with  law)  ordered  all  pilots  off  em- 
ployee task  teams  and  decreed  that 
communication  between  the  pilots 
and  United  would  occur  only  through 
him  and  Greenwald. 
"BLINDSIDED."  The  rift  came  as  a  sur- 
prise. United  is  posting  record  earn- 
ings. The  pilots,  who  hold  25%  of  the 
stock,  backed  Greenwald  to  run  a  woi'k- 
er-owned  United  during  a  failed  1990 
buyout  attempt  and  again  when  the 


deal  went  through  in  1994.  And  just  a 
year  ago,  Greenwald  was  praising 
Glawe,  49,  for  his  flexible  approach  to 
problem  solving. 

Greenwald,  61,  was  referring  to 
Glawe's  advocacy  of  interest-based  ne- 
gotiating, in  which  each  side  seeks  a 


similarities  between  the  two  men 
keep  them  at  odds.  Acquaintances 
both  are  a  bit  distant — yet  are  ver 
rect  and  expect  their  orders  to  b( 
lowed.  For  Glawe,  that  style  flows 
his  upbringing  as  an  Aii-  Force  brat 
fi'om  his  years  as  a  West  Point 
For  Greenwald,  it  reflects  33  yea 
calhng  the  shots  in  the  auto  indi 
Soon  after  Lee  A.   lacocca  j( 
Chrysler  Corp.  in  1978,  he  broug 
Greenwald  to  assemble  a  financial 
age  to  rescue  Detroit's  No.  3  carm 
Back  then,  Greenwald  struck 
United  Auto  Workers  officials  as 
gant,  but  they  couldn't  deny  his 
ardry.  One  bleak  Wednesday,  Chry 
coffers  were  empty,  but  by  Frida 
had  the  cash  to  pay  140,000  worke 
Neither  man  is  an  autocrat.  G 
embraced  "cockpit  resource  mar? 


MICHAEL  GUWE 

Head  of  the  l  iiited  pilots'  union 

►  When  the  ESOP  ends  in  2000,  wants 
wages  restored  to  preconcession  levels 

►  Wants  a  further  pay  hike  reflecting 
United's  industry-leading  status 

►  Believes  the  culture  is  changing  too 
slowly;  wants  new  workplace  initiatives 
to  improve  morale 


GERALD  GREENWALD 

Chairman  and  CEO,  United  Airl 

►  Says  that  overall  compensation  sh 
be  "competitive" 


►  Would  like  some  of  the  workers' 
pensation  at  risk  through  profit  shari 

►  Wants  to  see  bottom-line  results 
from  the  airline's  efforts  to  create 
an  employee-friendly  culture 


result  beneficial  to  both.  So  when  Green- 
wald took  a  take-it-or-leave-it  attitude 
on  the  10%  wage  hike,  Glawe  "was 
blindsided,"  says  one  pilot  source.  Still, 
knowing  this  was  the  most  the  pilots 
could  get  in  arbitration,  he  sent  the  of- 
fer to  a  vote  without  endorsing  it. 
Now  that  the  rift  has  been  opened, 


ment,"  which  calls  for  captains  to 
their  first  and  second  officers  or 
sions,  when  other  United  pilots 
resisting  it  as  a  thi'eat  to  theii"  aut 
And  Greenwald  prides  himself  ( 
time  he  spends  listening  to  emplo 
Both  have  seen  what  happens 
management  and  labor  are  una 
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get  along.  After  a  four-year  furlough 
brought  on  by  recession,  Glawe  I'etiuTied 
to  flying  for  United  just  before  a  pilots' 
strike  in  1985.  "It  created  a  tremen- 
dous amount  of  distnist  and  dishaiTno- 
ny,"  he  recalls.  Greenwald  had  a  con- 
version experience  of  another  soil:  His 
Chiysler  rescue  succeeded  only  because 
workers  accepted  wage  concessions  in 
return  for  a  board  seat  and  stock.  But 
he  learned  then  that  "sometimes  you'll 
take  two  steps  forward  and  one  step 
back,"  he  says.  Improving  the  culture  of 
the  company  "took  years  at  Chrysler." 
HARDBALL.  At  United,  conflicting  e.x- 
pectations  are  part  of  the  problem. 
Greenwald  thought  United's  soaring 
stock  price — up  170%  since  the  buy- 
out— would  assuage  pilots'  desire  for  a 
pay  hike.  He  underestimated  their  re- 
sentment about  cuts  they  took  when 
the  ESOP  was  negotiated,  and  he  hurt 
theu'  pride  with  liis  hardball  tactics.  For 
their  part,  the  pilots  expected  to  share 
in  the  spoils  of  United's  two  gi-eat  years 
without  much  concern  for  investor  re- 
action. Greenwald  chooses  to  see  such 
fi'ustration  as  progi'ess.  "Two  years  ago, 
75,000  employees  of  this  company  were 
worried  about  their  jobs,"  he  says. 
"Now,  84,000  employees  are  concerned, 
even  upset,  that  they're  not  enjoying 
the  full  fruits  of  their  labors." 

Patching  things  up  won't  be  easy. 
The  pay  dispute  is  in  binding  arbitra- 
tion, with  a  ruhng  due  on  Apr.  30.  But 
Glawe  says  he's  wonied  about  what  will 
happen  in  2000,  after  employees  have 
received  all  their  stock.  Although  the 
ESOP  contract  doesn't  allow  for  wages  to 
"snap  back"  to  preconcession  levels,  pi- 
lots are  demanding  that  their  pay  be 
restored.  Greenwald  says  overall  com- 
pensation— including  the  value  of 
stock — should  be  "competitive."  But  the 
issues  go  beyond  money.  Glawe  claims 
"there's  a  deep  undercurrent  of  disaf- 
fection" about  the  pace  of  cultural 
change.  "If  we  have  to  provide  leader- 
ship," he  says,  "we  can  do  that.  That's 
what  I  trained  for  at  West  Point." 

There  are  some  positive  signs.  Green- 
wald is  calling  for  a  "culture  conven- 
tion" in  early  March  to  air  grievances 
and  find  ways  to  make  United  more 
employee-friendly — a  conciliatory  re- 
sponse that  surprises  some  on  Wall 
Street.  "I  can't  imagine  what  [American 
Airlines  Chairman  Robert  L.]  Crandall 
would  say  in  this  situation.  It  would  be 
unprintable,"  says  Dillon,  Read  &  Co. 
analy.st  Jolin  V.  Pincavage.  Glawe,  too,  is 
sounding  a  positive  note:  "We  have  not 
abandoned  the  esop,"  he  says.  What 
Bob  Crandall  would  do  doesn't  matter. 
It's  Greenwald  and  Glawe  who  must 
find  a  way  to  put  this  suddenly  troubled 
ESOP  back  together  again. 

By  Susan  Chandler  im  Rosemont,  III. 


STRATEGIES 


THE  $9  BILLION  COMPANY 
NOBODY  KNOWS 

Sawy  deals  push  drug  wholesaler  Cardinal  to  the  top  rani 


Caiiliiiiil  Health  Inc.  Chief  Execu- 
tive Robert  D.  Walter  has  never 
liked  working  for  others.  After  col- 
lege, he  got  an  engineering  job  with  a 
unit  of  what  is  now  Rockwell  Interna- 
tional Corp.  in  Columbus,  Ohio.  Fnis- 
trated  with  what  he  saw  as  biu'eaucracy, 
Walter  lasted  six  months.  "It  was,"  he 
says,  "the  worst  experience  of  my  Ufe." 
So  he  quit,  went  to  Harvard  business 
school,  and  decided  to  start  an  enter- 
prise where  he  could  to  do  things 
his  way. 

Twenty-seven  years  later,  Walter,  51, 
has  done  what  he  set  out  to  do — and 
more.  Through  savvy  acquisitions,  he 
has  quietly  catapulted  once  tiny  dnig 
wholesaler  Cardinal 
Health  into  a  race 
with  longtime  industry 
titans  McKesson  Coip. 
and  Bergen  Brunswig 
Corp.  for  the  No.  1 
spot.  Indeed,  he  has 
been  so  successful  that 
Cardinal's  latest  pur- 
chases— intended  to 
fuel  Walter's  drive  to 
make  it  the  dmg  dis- 
tributor of  choice  for 
hospitals  and  nursing 
homes  nationwide — 
have  drawn  the  atten- 


Keepmg  a  breail 
III  acquisitions 


CARDINAL'S  HEALTHY 
RETURNS 
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tion  of  the  Federal  Trade  Comnst 
For  all  that.  Cardinal  is  had; 
household  name — unless  you're 
drag  business.  Cardinal  buys  di  - 
bulk  and  sells  them  to  pharmacit,  i 
pitals,  and  hmos.  It's  not  a  gla:oi 
business,  but  investors  don't  mindFi 
1991  to  1996,  sales  for  the  flsc;  \ 
ended  in  June  surged  from  $1.2wl 
to  $8.9  billion,  and  profits  ros'fi 
$17.4  miUion  to  $159.7  milhon.  Tlit 
sent  the  Dubhn,  Ohio,  company'  f 
adjusted  stock  soaring  from  22  iiA 
1994,  to  about  63  today.  "We  wisle^ 
stock  could  m.cf 
much  money  as 
nal,"  gushes  Wil 
Bales,  an  equit 
lyst  at  Denver 
Janus  Capita! 
which  owns  nea) 
million  Cardinal 
He  thinks  fisc; 
earnings  could  1 
million,   on  s: 
high  as  $11  bill 
Cardinal's  sii 
all  the  more  sm 
in  this  brutal! 
petitive  indust 
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advising  people  about  money? 

Long  enough  to  know 
you  can't  plan  someone's 
^    future  in  five  minutes. 


Meet  Jack  Kimbler,  American  Express 

financial  advisor.  He's  been  consulting  people  on  financial 
matters  for  over  30  years.  So  he  knows  a  comprehensive 
financial  plan  isn't  something  you  put  together  for  some- 
ane  overnight.  It  takes  time.  And  should  concentrate  on 
the  many  aspects  of  people's  financial  lives.  Including 
financial  position  and  retirement  planning,  plus  insurance, 
investment,  income  tax  and  estate  planning.  Each  is 
individually  important.  And  together,  they  give  you 
focused  financial  direction  across  the  many  facets  of  your 
life.  Something  Jack,  or  any  one  of  our  8,000  advisors 
nationvv^ide,  would  be  more  than  happy  to  help  you  do. 

Nine  out  of  ten  American  Express  Financial  Advisors' 
clients  would  recommend  us  to  their  friends.  Meet  with 
one  today  to  discuss  how  they  can  help  you  do  more. 
Call  1-800-GET- ADVICE. 


Financial 
Advisors 


http:/ / www.americanexpress.com/ advisors 


The  Corporation 


•  Year  2000 

•  Guide 


The  options  for 
business,  explained 
in  business  terms. 


Sponsored  by  JBA  and  IBM 


JBA  is  a  world  leader  in 
integrated  business  software 
solutions. 

For  your  copy  call:  (800)  441-4768 
http://www.jbaintl.com/2000.htm 


march  to  managed  care  has  pushed  the 
health-care  industry  into  a  cost-cutting 
frenzy,  and  ding  distribution  is  no  ex- 
ception. Individual  phairnacies  and  small 
regional  chains  have  long  been  whole- 
salers' most  profitable  customers,  but 
as  they  have  been  swallowed  up  by  na- 
tional chains  with  more  bargaining 
brawn,  distributors  have  had  to  bulk 
up,  too. 

Those  changes  have  shiomk  the  $50 
billion  industry  from  280  companies  to 
45  in  the  past  15  years;  the  top  five 
players  now  control  75%  of  the  market. 
Average  gi'oss  margins  have  slumped 
to  6%  from  11%.  Even  some  big  guns 
have  fallen:  FoxMeyer  Dioig  Co.,  a  unit 
of  $5.5  billion  FoxMeyer  Health  Corp., 
declared  bankiiiptcy  last  year  following 
a  price  war  and  tech- 
nical problems  at  a  new 
distribution  facility.  Yet 
for  those  remaining, 
there  is  a  silver  lining: 
The  industry  is  grow- 
ing at  a  20%  rate.  "The 
aging  population  is 
growing,  and  pharma- 
ceuticals are  a  more  ef- 
ficient way  of  treating 
them,"  says  Walter. 

That  explains  why 
Walter — whose  5% 
stake  in  Cardinal  is 
worth  rouglily  $296  mil- 
lion— is  continuing  his 
breathless  dealmaking 
pace.  Using  mostly  stock  and  cash,  he 
has  bought  up  a  storm  without  diluting 
eaiTiings;  he  has  done  five  acquisitions  in 
the  past  two  years  alone.  Walter's  strat- 
egy seems  basic,  but  it  has  worked  for 
him  since  1979.  That's  when  he  sold  a 
food  business  to  get  into  drug  whole- 
saling, which  he  saw  as  ripe  for  consoli- 
dation. The  rules:  Go  slow,  buy  good 
companies,  never  do  a  hostile  takeover, 
and  keep  the  old  management.  Walter 
only  considers  those  who  are  No.  1  or 
No.  2  in  their  regions  and  operate  in 
some  aspect  of  drag  distribution.  "We're 
not  interested  in  research  and  develop- 
ment or  manufacturing,"  he  says. 

The  tight  focus  and  sharp  execution 
have  helped  Waltei-  boost  pretax  oper- 
ating mai-gins  to  3.1%,  more  than  double 
the  industry  average.  They  have  also 
brought  effusive  praise,  even  from  ri- 
vals. "It  is  a  top-notch  company,"  says 
Robert  E.  McHugh,  vice-president  for 
industiy  affairs  and  investor  relations  at 
Malvern  (Penn.)-based  AmeriSource 
Health  Coip.,  the  No.  4  wholesaler.  "We 
are  continually  in  admiration  of  their 
ability  to  manage  their  comj)any." 

Cardinal's  reach  has  won  it  impor- 


tant new  business.  Last  summ(  s 
signed  a  $9  billion,  five-year  contn  - 
provide  drugs  for  Kmart  CorjD.V 
in-store  pharmacies — the  largest  (1( 
its  kind.  Cardinal  will  now  control  i 
Kmart's  drag  inventory.  "This  alloA 
to  get  a  quicker  response  to  the 
tomer,"  says  Jerome  J.  Kuske,  Kn 
vice-president  for  general  mercha 
and  managei'  for  health,  beauty 
and  pharmacy.  "We're  veiy  happy, 
ANTITRUST  TROUBLES?  Yet  Cardins 
hardly  afford  to  sit  still.  With  ma 
the  easy  consolidation  gains  dom 
customers  continuing  to  demand  I 
deals  on  drags,  Walter  is  movinj 
higher-margin  sei-vices.  "Every  bus 
becomes  commoditized  over  tim( 
says.  Last  May,  he  spent  $962  mill 
stock  to  acquire 
Corp.,   which  n 
hospital  drug 
pensers  that  op 
much  like  auto 
teller  machines 
though  Pyxis  has 
85%  of  the  estir 
$1  billion  marke 
machines  are  cui 
ly  used  in  only 
one-third  of  the 
try's  6,000  hosf 
And  last  Nova: 
Cardinal  moved 
phairnacy  manag< 
with   the  annoi 
purchase  of  Hot 
based  Owen  Healthcare  Inc.,  whicl 
pharmacies  at  more  than  300  hos 
The  match,  say  analysts,  is  a 
one,  since  the  acquisition  gives  Ca 
a  foothold  inside  hospitals.  Perha 
too  gi-eat:  The  ft('  has  asked  for 
information,  raising  the  specter  o 
trust  problems.  That  may  be  b( 
Owen  has  its  own  automatic  dm 
penser,  called  Meditrol — which, 
Pyxis',  could  be  anticompetitive, 
worst  case,  says  Debra  Hadley,  < 
nal's  director  of  investor  relation 
FTC  might  make  Cardinal  sell  Me 
which  accounts  for  about  4%-  of  C 
sales.  The  FTC  declined  comment. 

Another  woriy  is  the  ever  chi 
health-care  battlefield.  Wliile  ch-ug 
remain  strong,  any  government  p' 
use  more  generics  as  part  of  Me 
reform  could  fruther  slice  margin 
now,  though,  few  will  bet  agains 
dinal.  "It's  one  of  the  best  manag 
teams  that  I've  ever  met,"  says  r 
Bales,  "not  only  in  the  phannad 
business,  but  in  any  business." 
up  to  praise  like  that  isn't  eas 
things  could  be  worse.  ,  j 

By  Peter  Galuszka  in  DublinW 


Walter  s  next 
target:  Make 
Cardinal  the 
drug  distributor 
of  choice 
among  hospitals 
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ISTER  OF 

IE  M&A  UNIVERSE 

hen  Volk  has  taken  Shearman  &  Sterling  to  the  top 


In  contrast  with  often  hostile  '80s  players,  he  focuses  on  finding  common  ground 


phone  call  arrived  at  midnight 
Friday,  Jan.  31,  just  as  Stephen 
Volk  was  preparing  to  go  to 
On  the  line  was  Morgan  Stanley 
General  Counsel  Jonathan  M. 
who  alerted  the  corporate  lawyer 
he  investment  bank's  landmark 
r  with  retail  broker  Dean  Witter, 
'er  &  Co.  was  on — and  had  to  be 
up  as  fast  as  humanly  possible, 
eason  for  the  inish:  rampant  in- 
;hat  Morgan  Stanley  was  cooking 
ieal  vrith  PaineWebber  Inc.  While 
azz  was  wrong,  reporters  were 
g  around  furiously  to  see  if  any- 
was  up. 

t  was  bad  news.  A  similar  merger 
between  Morgan  Stanley  and 
ih  brokerage  farm.  S.  G.  Warburg 
'  PLC  in  1994  unraveled  in  part 
;e  news  leaked  out  befoi'e  the  pa- 
rk was  signed.  On  Saturday,  the 
r-old  senior  partner  at  New  York's 
man  &  Sterling  began  a  night- 
ly workathon.  He  sealed  the  deal 
i.m.  Wednesday  moming — a  per- 
iice  worthy  of  Carl  Lewis, 
vas  vintage  Volk.  As  the  merger 
of  the  mid-1990s  surges  ahead, 
is  emerging  as  the  legal  profes- 
new  Master  of  the  Universe.  Just 
adden,  Arps,  Slate,  Meagher  & 
'  combative  Joseph  H.  Flom  was 


the  archety]5al  corporate  lawyer  of  the 
1980s,  when  deals  were  frequently  hos- 
tile and  heavily  litigated,  the  wry,  un- 
derstated Volk  is  more  in  tune  with  the 
synergistic  1990s.  A  cum  laiuk  gi'aduate 
of  Harvard  Law  School,  he  is  renowned 
for  his  ability  to  untangle  knotty  legal 
issues,  navigate  massive  egos,  and  close 
difficult  deals.  "He  is  really  a  gi'eat  ad- 
viser," says  John  F.  Welch,  chairman  of 

VOLK'S  GREATEST  HITS 

Shearman  &  Sterling  partner 
Steve  Volk  has  built  an  M&A 
department  that  has  participated 
in  some  of  the  biggest  deals  of  the 
1990s 


MORGAN  STANLEY 

DEAN  WIHER,  DISCOVER 

1997 

SANDOZ  CIBA-GEIGY 

1996 

BRITISH  TELECOMMUNICATIONS  MCI 

1996 

BELL  ATLANTIC  NYNEX 

1996 

SEAGRAM  MCA 

1995 

PHARMACIA  UPlOHN 

1995 

VIACOM  PARAMOUNT 

1994 

AMERICAN  CYANAMID  AMERICAN 

HOME  PRODUCTS 

1994 

DATA  SECURITIES  DATA  CO..  SHEARMAN  &  STERLING 


General  Electric  Co.,  who  turned  to 
Volk  when  subsidiary  nbc  acquired  Fi- 
nancial News  Network  in  1991.  "He  lis- 
tens better  than  anybody  else  [and]  cuts 
to  the  chase  veiy  quickly." 

Under  the  leadership  of  Volk,  Shear- 
man's M&A  practice  has  finally  caught 
up  to  Skadden  and  other  1980s  New 
York  powerhouses,  such  as  Wachtell, 
Lipton,  Rosen  &  Katz  and  Simpson 
Thacher  &  Bartlett.  The  firm  played 
key  roles  in  the  two  biggest  U.  S.  deals 
of  last  year:  representing 
British  Telecommunications  in 
its  $21  billion  combination  with 
MCI  Communications,  and  Bell 
Atlantic  in  its  $21  billion  mar- 
riage with  Nynex.  Shearman 
also  participated  in  last  year's 
biggest  merger  outside  the 
U.  S.,  counseling  Sandoz  in  its 
$30  billion  pairing  with  Ciba- 
Geigy.  Worldwide,  the  firm 
bandied  108  big  deals  in  1996— 
three  more  than  second-place 
Skadden,  according  to  Securi- 
ties Data  Co.  In  worldwide 
dollar  volume.  Shearman  came 
in  third. 

CUSTOM  FIT.  Volk  built  his  rep- 
utation by  his  performance  in 
deals  such  as  Seagram  Co.'s 
acciuisition  of  80%  of  mca  fi-om 
Matsushita  Electi'ic  Industrial.  Because 
of  tensions  between  owner  Matsushita 
and  MCA  Chaimian  Lew  R.  WasseiTnan, 
Seagi'am  couldn't  gain  access  to  mca's 
internal  paperwork  until  after  the  deal 
was  signed.  That  worried  Seagram 
President  Edgar  Bronfman  Jr.,  whose 
senior  executive  vice-president,  Stephen 
E.  Banner,  was  too  ill  to  help,  and 
whose  longtime  outside  law  firm  was 
recused  fi'om  participating  because  of  a 
conflict.  According  to  participants  on 
both  sides  of  the  table,  Volk  played  an 
indispensible  role  in  helping  Bronfman 
address  his  concerns  by  devising  an  in- 
novative contract  provision  that  allowed 
Seagrain  to  perform  its  due  diligence 
after  the  paperwork  was  completed  and 
back  out  if  anything  was  seriously 
amiss. 

Volk's  conquest  of  the  m&a  world  is 
all  the  more  impressive  given  Shear- 
man's history.  Like  many  of  New  York's 
blue-blood  fir-ms,  it  disdained  the  con- 
frontational and  litigious  m&a  practice 
when  Volk  ariived  in  1960.  "I  remember 
my  senior  partner  once  saying:  'Gentle- 
men don't  sue  gentlemen,' "  he  I'ecalls. 
That  attitude  is  long  gone  these  days — 
and  you  can  bet  Shearman  &  Sterling's 
partners  are  happy  that  Volk  helped 
bury  it. 

By  Mike  France  in  New  York 
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A  LAST-MINUTE  BLAST 
KEEPS  THE  PARH  GOING 

Yearend  earnings — fueled  by  drugs,  aerospace,  and  energy — pushed  '96  profits  up  1 


Remember  those  somber  predic- 
tions about  1996  being  the  year 
corporate  earnings  would  get  a 
reality  check?  Well,  try  to  forget 
'em.  In  the  year  that  profit  gi-owth  was 
supposed  to  grind  to  a  halt,  it  never 
stopped  accelerating. 

Earnings  for  the  900  companies  on 
BUSINESS  week's  Corporate  Scoreboard 
blasted  expectations.  Helped  by  a  33% 


fourth-cjuarter  gain,  corporate  profits 
gi-ew  at  a  14%  pace,  making  1996  the 
fifth  straight  year  of  double-digit  re- 
turns. Sales  rose  11%-  in  the  fourth 
quarter  and  9%  for  the  year. 
COST-CUTTING.  The  strong  finish  is  pai'- 
ticularly  impressive  considering  how  the 
yeai'  began — with  a  quaiter  of  flat  profits 
and  a  sharp  drop  in  capital-spending 
gi'owth  as  interest-rate  hikes  kicked  in. 


But  then  the  sun  came  out  again 
sumer  confidence  grew,  executiv 
gained  the  assurance  they  neei 
boost  capital  spending,  and  com 
kept  eking  out  cost-cutting  gain; 
shocldng  result:  another  good  \'('; 
the  strongest  quarter  for  profit  i 
since  the  end  of  1994.  "Tlie  widcl 
aided  earnings  growth  slowdow 
didn't  happen,"  says  Allen  L.  Sina 


The  Leaders  in  1996  Sales  and  Profits 


THE  TOP  25  IN  SALES 


THE  TOP  25  IN  EARNINGS 


139G  SALES 

PERCENT  CHANGE 

1995 

1996  PROFITS 

PERCENT  CHANGE 

IN  MILLIONS 

FROM  1995 

RANK 

IN  MILLIONS 

FROM  1995 

1 

GENERAL  MOTORS 

$164,069 

2 

1 

1 

EXXON 

$7,510 

16 

2 

FORD  MOTOR 

146,991 

7 

2 

2 

GENERAL  ELECTRIC 

7,280 

11 

3 

EXXON 

119,660 

9 

3 

3 

PHILIP  MORRIS 

6,303 

15 

4 

WAL-MART  STORES 

101,553 

13 

4 

4 

AT&T 

5,608 

75 

5 

MOBIL 

80,782 

7 

6 

5 

IBM 

5,429 

30 

6 

GENERAL  ELECTRIC 

79,179 

13 

8 

6 

INTEL 

5,157 

45 

7 

IBM 

75,947 

6 

7 

7 

GENERAL  MOTORS 

4,953 

-18 

8 

CHRYSLER 

59,333 

16 

9 

8 

FORD  MOTOR 

4,446 

7 

9 

PHILIP  MORRIS 

54,553 

3 

10 

9 

MERCK 

3,881 

16 

10 

AT&T 

52,184 

3 

5 

10 

CITICORP 

3,788 

9 

11 

TEXACO 

45,500 

24 

13 

11 

CHRYSLER 

3,720 

75 

12 

DUPONT 

43,810 

4 

11 

12 

DUPONT 

3,636 

10 

13 

HEWLETT-PACKARD 

38,420 

22 

17 

13 

COCA-COLA 

3,492 

17 

14 

SEARS, ROEBUCK 

38,236 

9 

14 

14 

PROCTER  &  GAMBLE 

3,237 

14 

15 

CHEVRON 

37,580 

20 

12 

15 

MOBIL 

2,964 

25 

16 

PROCTER  &  GAMBLE 

35,212 

1 

15 

16 

WAL-MART  STORES 

2,903 

3 

17 

KMART 

34,536 

2 

16 

17 

JOHNSON  &  JOHNSON 

2,887 

20 

18 

CITICORP 

32,605 

3 

19 

18 

BANKAMERICA 

2,873 

8 

19 

AMOCO 

32,150 

19 

20 

19 

BELLSOUTH 

2,863 

83 

20 

PEPSICO 

31,645 

5 

18 

20 

BRISTOL-MYERS  SQUIBB 

2,850 

57 

21 

MOTOROLA 

27,973 

3 

21 

21 

AMOCO 

2,834 

52 

22 

CHASE  MANHATTAN 

27,421 

4 

NR 

22 

GTE 

2,798 

9 

23 

LOCKHEED  MARTIN 

26,875 

18 

25 

23 

FANNIE  MAE 

2,754 

28 

24 

KROGER 

25,171 

5 

23 

24 

CHEVRON 

2,607 

180 

25 

DAYTON  HUDSON 

25,154 

11 

28 

25 

HEWLEn-PACKARD 

2,586 

6 
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92  BUSINESS  WEEK  /  MARCH  3,  1997 


economist  at  Primark  Decision 
nics,  an  economics  consulting  finn. 
3,  the  fourth-quarter  comparison 
elped  by  the  unusual  number  of 
mte-offs  that  hampered  earnings 
end  of  1995.  And  the  14%  gi-owth 
6  profits,  while  healthy,  was  the 
t  rise  since  1991.  business  week 
nists  think  double-digit  gains  will 
der  to  achieve  this  year,  as  gi'oss 
tic  product  growth  slows  to  a 
lace  from  1996's  3.4%  and  gener- 
slight  pickup  in  inflation, 
if  there  is  one  signature  element 
;  boom,  it's  how  much  of  it  has 
aeled  by  Corporate  America.  Pi-of- 
?ins  actually  gi'ew  from  6%  in  1995 
last  year,  and  retui'n  on  ecjuity 
3.8%.  ROE  has  hit  16%  or  better 
^ht  straight  quarters.  Corporate 
made  up  about  9%  of  ca)P  last 
ip  from  6.4%  in  1990,  says  John 
^,  chief  economist  at  Bear,  Steams 
"We're  looking  at  the  liighest  shai'e 
)orate  profits  in  the  overall  econo- 
ice  the  '60s,"  says  Ryding.  Still, 
lare  will  likely  drop  this  year,  as 
start  to  climb  and  a  strong  dollar 
to  depress  exports.  "Something, 
lace  has  to  give,"  says  David  M. 
•,  chief  economist  at  Standard  & 
Corp. 

'■  SURPRISE.  Leading  the  charge 
J  was  the  energy  industry,  which 
1  $11  bilhon  more  than  it  did  in 
Exxon  surpassed  General  Motors 
'eneral  Electric  to  become  the 
t-earning  company  in  the  U.  S., 
mnual  profits  rising  16%,  to  $7.5 
,  from  sales  that  grew  9%,  to 
billion.  One  reason  for  the  boost: 
ip  in  crude-oil  prices,  thanks  to 
ectedly  tight  supplies  (page  94). 
!  in  the  telecommunications  sec- 
50  soared  116%,  to  $10.1  billion, 
uch  of  that  gain  came  from  at&t, 
had  a  stunning  $2  billion  write- 
in  1995. 

ig  companies  were  another  big 
'  last  year,  thanks  to  new-product 
vals  and  an  increased  usage  of 
ition.  Earnings  in  the  sector  rock- 
8%  in  the  fouith  quarter  and  28% 


for  the  year.  Says  analyst  Jack  P.  Lam- 
berton  of  NatWest  Securities  Corp.: 
"Health-care  providers  are  increasingly 
realizing  that  [dmgs]  significantly  lower 
overall  health-care  costs,  and  they  are 
utilizing  more  of  them"  in  place  of  cost- 
lier hospital  stays.  With  two  hot  dings — 
cholesterol-fighter  Pravachol  and  Glu- 
cophage  for  diabetes — Bristol-Myers 
Squibb  Co.  led  the  way.  Its  1996  earn- 
ings rose  57%,  to  $2.9  billion,  on  a  9%. 
sales  jump,  to  $15.1  billion. 

The  aerospace  industry  made  the 
most  radical  turnaround,  more  than 
doubhng  its  1995  profits  and  ending  last 
year  $4.7  billion  in  the  black.  That's 
due  to  healthier  au'lines,  which  ordered 
lots  of  new  planes.  Boeing  Co.  more 
than  doubled  its  commercial  jets  sold  in 
both  1995  and  1996,  and  it  shows:  1996 
profits  nearly  tripled,  to  $1.1  billion,  on 
sales  up  16%,  to  $22.7  billion. 

Wall  Street's  breathtaking  1996  bull 


market  had  a  huge  nnpact  on  financial 
services  companies,  whose  profits 
swelled  by  32%.  last  year.  One  standout: 
Merrill  Lynch  &  Co.,  which  saw  its 
earnings  rise  45%  in  1996,  to  $1.6  bil- 
lion. And  as  the  Internet  stampede  con- 
tinues, software  companies  pulled  in  $1 
billion  more  in  profit  than  they  did  in 
1995.  But  the  Internet  wasn't  the  only 
reason.  "Why  is  the  software  industry 
so  strong?"  asks  analyst  Michael  K. 
Kwatinetz  at  Deutsche  Morgan  Gren- 
fell.  "In  a  word:  Microsoft."  The  com- 
puter giant  earned  $2.5  billion  in  1996, 
up  35%.,  on  revenues  rising  27%,  to 
$9.4  billion. 

SPLIT  CHIPS.  The  liigh  tide  didn't  lift  all 
boats.  General  Motors  Coip.'s  tardy  roll- 
out of  its  new  fine  slowed  sales.  That — 
plus  two  costly  strikes — dropped  profits 
18%,  to  $5  billion,  and  caused  gm  to  fall 
from  its  spot  as  the  top-eaming  company 
in  1995  to  No.  7  last  vear.  It  wasn't  be- 


A  Spotlight  On  1996  Profits 


AFTERTAX  PROFITS, 
QUARTER  BY  QUARTER 

PERCENT  CHANGE  FROM 
on    SAME  PERIOD  OF  PRECEDING 
YEAR,  ALL  INDUSTRIES 


I  II  III  IV  I  II  III  IV  I  II  III  IV 
'94        '95  '96 
BREAKING  DOWN 
THE  LATEST  QUARTER 

AS  REPORTED  +33% 

WITHOUT  COAL,  OIL,  S  GAS:  +27% 


INDUSTRIES  WITH  THE 
DOLLAR  CHANGE  IN 

Profits  in  1996  went  from  the 

ridiculous  to  the  sublime. 

Earnings  started  off  flat  in  the 

first  quarter,  but  finished  with 

a  33%  gain  in  the  fourth. 

Even  with  this  late  surge,  the 

14%  earnings  growth  for 

1996  was  the  lowest  since 

1991,  when  profits  were  down 

19%.  The  1996  numbers  also 

got  a  boost  compared  with 

1995,  when  AT&T  and  a 

number  of  the  oil  companies 

took  big  write-offs.  Take  out 

telecommunications  and  oil, 

and  overall  profits  were  up 

only  9%.  Semiconductors 

were  among  the  losers  this 

year,  with  profits  down  17%  | 

in  spite  of  Intel's  45%  gain.  , 

DATA:  STANDARD  &  POOR'S  COMPUSTAT 
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cause  of  industiy  trends,  either:  Red-hot 
models  such  as  the  Jeep  Grand  Chero- 
kee helped  Chrysler  Corp.'s  earnings 
skyi-ocket  75%,  to  $3.7  billion. 

Semiconductors  were  another  Jekyll 
and  Hyde  industry,  though  more  Hyde 
than  Jekyll.  The  gi'oup  earned  $6.5  bil- 
lion in  1996 — $1.3  billion  less  than  in 
1995 — despite  fourth-quarter  earnings 
up  8%.  Companies  .such  as  amp  Inc.  and 
Micron  Technology  Inc.,  selling  memory 
chips  and  other  commodity  pi'oducts, 
hit  the  skids.  That's  because  overly 
optimistic  1995  gi-o\\i;h  estimates  froze 
chip  ordeiing  as  companies  tried  to  pai-e 
inventories.  But  Intel  Corp. — which 
saw  annual  earnings  increase  45%,  to 
$5.2  billion,  and  quarterly  profits  more 
than  double,  to  $1.9  bilhon — helped  spe- 


cialty i-lii]iiiiakers  to  a  strong  1996. 

In  other  sectors,  there  was  plenty  of 
pain.  Nearly  eveiy  basic  industry — from 
forest  products  to  metals — suffei-ed  dou- 
ble-digit earnings  declines.  Those  indus- 
tries face  greater  international  competi- 
tion and  have  been  imable  to  raise  prices. 
Still,  since  demand  hasn't  faltered  sig- 
nificantly, economists  say  that  their  un- 


dei-perfonnance  doesn't  signal  a  locii 
recession. 

Some  problems  for  companies  hi 
made  the  bad-news  column  all 
were  expected:  Apple  Computer 
with  its  dwindling  market  sha li- 
nearly $900  miUion  in  1996.  And 
ica  Online  Inc.'s  overzealous  grow  i 
accounting  changes  helped  it  Iom' 
ly  $500  niiUion.  Will  these  laggar^ 
more  common  in  1997?  Yes— .i 
gTowlh  slows  as  expected.  "1997  > 
be  good,  but  not  as  good  as  199r,,' 
Primark's  Sinai,  who  thinks  prdit 
rise  only  about  10%.  Of  cour-se,  e\ 
predicted  gloom  last  year.  This  i 
profit  runup  that  doesn't  want  t'l 

By  David  Leonhardt  in  Ne/r 
with  bureau  reports 


HOW  FAR  WILL  OIL  PRICES  FALL? 


Executives  who  remember  the 
havoc  wrought  by  the  oil-price 
shocks  of  the  1970s  may  have 
started  to  sweat  in  1996.  After  float- 
ing under  $21  for  three  years,  the 
spot  price  of  West  Texas  Intermedi- 
ate crude  oil,  a  benchmark  for  U.  S. 
prices,  began  to  rise,  hitting  $24  last 
fall.  By  December,  it  was  flirting 
with  $26.  Then,  on  Dec.  24,  a  short 
squeeze  in  the  heating-oil  futures 
market  sent  the  price  above  $28  a 
barrel — its  highest  level  since  the 
1991  gulf  war.  The  fear:  High  oil 
prices  would  raise  inflation  and  low- 
er economic  growth,  dealing  corpo- 
rate profits  a  double  whammy. 

False  alarm.  By  mid-Febinaiy,  the 
spot  price  was  back  to  around  $22  a 
baiTel.  And  the  outlook  is  for  fiuther 
price  dechnes.  DRi/McGraw-Hill  pre- 
dicts the  price  will  fall  to  $20.50  by 
December,  1997.  With  the  worldwide 
supply  pipeline  filhng  up,  prices  could 
even  hit  the  teens.  The  result:  It 
now  looks  as  though  oil  prices  will 
help  ease  pressures  on  corporate 
profits  in  1997,  rather  than  hiul. 
GROWING  SUPPLY.  That's  because  last 
year's  jump  in  oil  prices  was  a  bit  of 
a  fluke.  Many  refiners  were  expect- 
ing prices  to  drop  once  the  U.  N.  al- 
lowed Iraq  to  reenter  the  market. 
They  kept  inventories  low,  figuring  it 
would  be  cheaper  to  wait  and  buy  af- 
ter prices  had  fallen.  But  the  reentry 
was  so  well-anticipated  that  when  it 
happened  in  December,  prices  barely 
dipped.  That  meant  that  under- 
stocked refiners  had  to  scramble  for 


supplies,  driving  spot  prices  up. 

This  year,  a  projected  2.1%  in- 
crease in  worldwide  demand  for  oil 
should  be  satisfied  by  Iraq's  higher 
output  and  increased  North  Sea  pro- 
duction. "Demand  is  gi'owing  at  a 
healthy  rate,  but  supply  is  growing 
even  faster,"  says  John  H.  Lichtblau, 
chaiiman  of  the  New  York-based  Pe- 
troleum Industry  Research  Founda- 
tion Inc.  Indeed,  some  oil  analysts 
say  that  supplies 
could  go  up  even 
more  if  Iraq  is  per- 
mitted to  pump  more 
under  the  oil-for-aid 
deal,  which  comes  up 
for  renewal  by  the 
U.  N.  in  June.  Of 
course,  the  U.  N. 
might  also  cut  off 
Iraq's  supply  "if 
they're  bad  boys 
again,"  says 
Theodore  R.  Eck, 
chief  economist  at 
Amoco  Corp. 

Last  year's  short- 
lived spike  mainly 
hurt  consumers,  since  it  raised  the 
cost  of  gasohne  and  home  heating  oil. 
The  energy  component  of  the  con- 
sumer price  index  rose  at  an  annual 
rate  of  15%  in  December  after  turn- 
ing negative  during  the  summer  But 
it  didn't  last  long  enough  to  dent  cor- 
porate profits.  Even  aiiiines,  which 
are  very  sensitive  to  higher  fuel 
prices,  managed  a  65%  profits  gain 
last  year,  partly  because  they  had 
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hedged  against  a  price  rise.  Fuller 
planes  also  helped  cushion  the  blo\ 
The  price  jump  was  too  brief  to 
harm  the  tourism  and  auto  industi 
or  energy-intensive  manufacturers, 
says  DRi.  In  the  coal,  oil,  and  gas 
sector,  where  1996  profits  rose  69^ 
it  was  a  welcome  boon. 

Lower  oil  prices  should  dampen 
inflation  this  year.  By  offsetting  th 
impact  of  rising  wages,  they  shoul 
help  keep  the  econo 
from  overheating. 
Macroeconomic  Adv 
ers  LLC,  a  St.  Louis 
based  consulting  fir: 
predicts  that  consul 
prices  should  rise  oi 
about  2.8%  in  1997 
from  3.1%  in  1996, 
energy  and  food  coS 
drop  as  expected. 

Lower  prices 
should  also  ease  pn 
sure  on  profit  mar- 
gins, since  they  wil 
help  balance  out  an 
wage  hikes.  Still,  b 
cause  oil  prices  did] 
cause  much  pain  last  year,  they 
won't  provide  a  huge  kick  to  prof 
on  the  w^ay  back  down.  "Oil  isn't . 
important  as  it  used  to  be,"  says 
David  A.  Wyss,  research  director 
DRi/McGraw-Hill. 

The  oil-price  scare  has  gone  as 
quickly  as  it  came.  That  means  on 
less  risk  for  Coiporate  America's 
bottom  fine  in  1997. 

By  Peter  Coy  in  New  1 
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Fourth  Quarter  &  Full  Year  1996 


CORPORATE  SCOREBOARD 


>ary 


Includes  all  sales  and 
perating  revenues.  For 

includes  all  operating 
ss. 

"S:  Net  income  before 
dinary  items.  For  banks, 


profits  are  net  income  after 
security  gams  or  losses. 
MARGINS:  Net  income  from 
continuing  operations  before 
extraordinary  items  as  percent 
of  sales. 

RETURN  ON  COMMON  EQUITY: 

Ratio  of  net  income  available 


for  common  stockfiolders  (most 
recent  12  months)  to  latest 
available  common  equity, 
whicfi  includes  common  stock, 
capital  surplus,  and  retained 
earnings. 

PRICE-EARNINGS  RATIO:  Based 
on  Feb.  7,  1997,  common- 


stock  price  and  corporate  earn- 
ings from  continuing  operations 
before  extraordinary  items  for 
most  recent  12-montfi  period. 
EARNINGS  PER  SHARE:  For 
most  recent  12-month  period. 
Includes  all  common-stock 
equivalents. 


ANY 


SALES 


PROFITS 


4TH 


CHANGE 


CHANGE 


CHANGE 


MARGINS 

4TH  4TH 


RETURN  ON 
COMMON 
EQUITY 


PRICE- 


12 
MONTHS' 


QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

ENDING 

RATIO 

PER 

$MIL 

$MIL 

% 

$MIL 

% 

$MIL 

% 

% 

12-31 

2-7 

SHARE 

NDUSTRY  COMPOSITE 

1392518.0 

11 

5235366.5 

9 

81625.3 

33 

320124.1 

14 

5.9 

4.9 

16.8 

21 

2.44 

:R0SPACE  &  DEFENSE 

>TRY  COMPOSITE 

27902.2 

20 

99617.6 

10 

1256.4 

NM 

4687.0 

142 

4.5 

NM 

17.1 

21 

3.83 

1 

6512.0 

43 

22681.0 

16 

254.0 

17 

1095.0 

179 

3.9 

4,8 

11.1 

34 

3.19 

AL  DYNAMICS 

896.0 

0 

3581.0 

17 

70.0 

9 

270.0 

9 

7.8 

7.2 

16.2 

16 

4.27 

TREAM  AEROSPACE 

321.2 

-2 

1063.7 

2 

14.4 

-24 

47.0 

63 

4.5 

5.8 

NM 

39 

0.60 

EED  MARTIN 

7662.0 

27 

26875.0 

18 

465.0 

50 

1347.0 

98 

6.1 

5.1 

20.7 

13 

6.80 

mil  DOUGLAS 

4091.0** 

10 

13834.0 

-3 

207.0 

NM 

788.0 

NM 

5.1 

NM 

26,1 

19 

3.64 

ROP  GRUMMAN 

2282.0 

26 

8071.0 

18 

17.0 

-71 

234.0 

-7 

0.7 

3.2 

11,1 

18 

4.33 

)  TECHNOLOGIES 

6138.0** 

3 

23512.0 

3 

229.0 

22 

906.0 

21 

3.7 

3.1 

20,4 

21 

3,45 

JTOMOTIVE 

5TRY  COMPOSITE 

111219.8 

5 

431521.1 

6 

2734.5 

-28 

14445.7 

-1 

2.5 

3.6 

19.3 

10 

3.96 

UtS  &  TRUCKS 

P  COMPOSITE 

98150.3 

5 

380414.6 

6 

3050.5 

-11 

13385.0 

5 

3.1 

3.7 

21.2 

8 

4.64 

LER 

15719.0 

9 

59333.0 

16 

998.0 

-4 

3720.0 

75 

6.4 

7.2 

32.1 

7 

5.03 

WIOTOR 

38833.0 

12 

146991.0 

7 

1204.0 

82 

4446.0 

7 

3.1 

1.9 

16.4 

9 

3.72 

AL  MOTORS 

40949.0** 

-1 

164068.9 

2 

786.0 

-51 

4953.0 

-18 

1.9 

3.9 

22.4 

9 

6.07 

TAR  INTERNATIONAL  (2) 

1441.0 

-18 

5705.0 

-9 

0.0 

NM 

65.0 

-60 

0.0 

3.2 

5.4 

20 

0.49 

R 

1208.4** 

10 

4316,8 

-6 

62.5 

-4 

201.0 

-21 

5.2 

5.9 

14.8 

13 

5.17 

\RTS  &  EQUIPMENT 

P  COMPOSITE 

9383.2 

5 

36374.4 

7 

59.5 

-73 

851.1 

-22 

0.6 

2.5 

11.4 

19 

1.67 

INDUSTRIES 

560.7 

12 

2212.7 

13 

18.8 

154 

47.1 

163 

3.4 

1.5 

11.4 

11 

2.09 

WARNER  AUTOMOTIVE 

421.7 

22 

1540.1 

16 

-11.1 

NM 

41.8 

-44 

NM 

6.5 

6.6 

23 

1.77 

INS  ENGINE 

1361.0 

2 

5257.0 

0 

41.0 

-2 

160.0 

-29 

3.0 

3,2 

12.8 

13 

4.01 

1920.5 

-6 

7890.7 

1 

70.6 

-11 

306.0 

6 

3,7 

3.9 

21.4 

11 

3.01 

IT  DIESEL 

505.2 

-1 

1962.9 

-6 

4.6 

2 

3.8 

-91 

0,9 

0,9 

1.2 

NM 

0,16 

1(4) 

846.0 

19 

3261.0 

15 

37.9 

13 

146.5 

-6 

4,5 

4,7 

14.1 

13 

2.38 

AL-MOGUL 

480.3 

-1 

2030.2 

2 

-220.2 

NM 

-211.1 

NM 

NM 

NM 

NM 

NM 

-6.26 

)RP(1) 

407.4 

-9 

1514.6 

-15 

23.4 

234 

41.7 

9 

5,7 

1,6 

74,9 

16 

1.24 

WHEELS  INTERNATIONAL  (11) 

234.4 

49 

697.9 

15 

4.7 

-41 

6.2 

-80 

2.0 

5.1 

24.5 

NM 

0.19 

1719.0 

19 

6249.1 

33 

51.2 

38 

151.9 

61 

3,0 

2,6 

16.0 

16 

2.38 

IE  MFG.  (9) 

253.0 

0 

999.9 

1 

15.4 

4 

61.3 

-9 

6.1 

5,9 

16.4 

14 

2.02 

(A.O.) 

407.4 

2 

1645.7 

7 

16.8 

8 

65.4 

7 

4.1 

3,9 

15.4 

11 

3.13 

lARD  PRODUCTS  (6) 

265.6 

1 

1112.6 

8 

6.3 

310 

30.6 

749 

2.4 

0,6 

11.9 

12 

1.82 

RE  &  RUBBER 

IP  COMPOSITE 

3686.3 

1 

14732.0 

1 

-375.5 

NM 

209.6 

-71 

NM 

4.9 

4.7 

47 

0.88 

:R  tire  &  RUBBER 

416.3 

9 

1619.3 

8 

32.7 

-4 

107.9 

-4 

7,9 

8,9 

13.7 

16 

1.30 

'EAR  TIRE  &  RUBBER 

3270.0 

0 

13112.7 

0 

-408.2 

NM 

101.7 

-83 

NM 

4,5 

2.7 

80 

0.66 

rth  quarter  ended  Nov  30,  (2)  Fourth  quarter  ended  Oct,  31,  (3)  First  quarter  and  most  recent  12  months  ended  Dec.  31.  (4)  First  quarter  and  most  recent  12  months  ended  Nov.  30.  (5)  First  quar- 
most  recent  12  months  ended  Oct.  31.  (6)  Second  quarter  and  most  recent  12  months  ended  Dec.  31.  (7)  Second  quarter  and  most  recent  12  months  ended  Nov,  30,  (8)  Second  quarter  and  most 
12  months  ended  Oct  31.  (9)  Third  quarter  and  most  recent  12  months  ended  Dec.  31.  (10)  Third  quarter  and  most  recent  12  months  ended  Nov,  30.  (11)  Third  quarter  and  most  recent  12  months 
3ct,  31,  (12)  Fourth  quarter  ended  Jan,  31.  'Sales  include  excise  taxes.  *'Sales  include  other  income.  ***Sales  include  excise  taxes  and  other  income.  tRevenues  from  major  subsidiaries  not  includ- 
onsolidated  sales.  Earnings  per  share  are  for  latest  12  months,  not  necessarily  for  end  of  most  recent  fscal  year;  they  include  all  common-stock  equivalents  but  exclude  extraordinary  items, 
of  available,  NM  =  not  meaningful, 
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CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


4TH 
QUARTER 
1996 
$MIL 


CHANGE 
FROM 
1995 


12 
MONTHS 
1996 
$MIL 


CHANGE 
FROM 
1995 


RETURN  ON 
COMMON 

4TH         CHANGE          12         CHANGE        4TH        4TH         EQUITY  PRICE- 
QUARTER       FROM        MONTHS        FROM       QUARTER  QUARTER    12  MONTHS  EARNINGS 
1996          1995          1996          1995         1996       1995        ENDING  RATIO 
$MIL           %           $MIL,           %            %          %           12-31  2-7 


3  BANKS 


INDUSTRY  COMPOSITE 

73288.0 

9 

281451.5 

8 

9486.9 

19 

35868.7 

12 

12.9 

1 1.9 

15.7 

16 

(A)  BANKS  -  EAST 

GROUP  COMPOSITE 

34474.0 

9 

130237.7 

6 

4222.0 

23 

15033.9 

12 

12.2 

10.9 

16.2 

17 

BANK  OF  BOSTON 

1589.6 

-3 

6236.6 

-3 

201.5 

12 

650,2 

-4 

12.7 

11.0 

14.4 

18 

BANK  OF  NEW  YORK 

1290.0" 

-5 

5600.0 

8 

250.0 

4 

1020,0 

12 

19  4 

17.8 

20.1 

16 

RANKFR'^  TRII<^T  NFW  YORK 

2181  0 

18 

8072  0 

1 1 

147  0 

1 7 

612  0 

185 

6  7 

6  8 

12  7 

1 0 

CHASE  MANHATTAN 

6995.0 

3 

27421.0 

4 

836.0 

1 

2461.0 

-17 

12.0 

12.1 

12'2 

20 

CITICORP 

8554.0 

6 

32605.0 

3 

987,0 

9 

3788.0 

g 

11.5 

11.2 

19.8 

15 

CORESTATES  FINANCIAL 

1060.0** 

_3 

4197,3 

-4 

195.5 

2 

649.1 

-1 

18.4 

17.6 

16.1 

17 

FLEET  FINANCIAL  GROUP 

2660.0** 

31 

8043.0 

2 

302,0 

16 

1 139.0 

10 

1 1.4 

12.8 

17.0 

14 

MBNA 

969.3** 

35 

3279,2 

28 

149,4 

36 

474.5 

34 

15.4 

153 

28.8 

28 

MELLON  BANK 

1268.0 

8 

4762.0 

5 

194,0 

12 

733.0 

5 

15.3 

14.9 

19.9 

15 

MORGAN  (J.  P.) 

4246-0 

17 

15866,0 

15 

419,0 

14 

1574.0 

21 

9.9 

10. 1 

14.4 

14 

PNC  BANK 

1612.2 

22 

6333,8 

4 

271,9 

NM 

992.2 

143 

15.9 

NM 

16.9 

14 

RcPUdLIC  new  YORK 

859.5** 

1 7 

3279.2 

15 

108.5 

14 

418.8 

45 

12.5 

12.9 

14.6 

13 

STATE  STREET  BOSTON 

733.6** 

14 

2744.4 

12 

78.0 

19 

292,8 

19 

10.6 

10,2 

18.1 

21 

SUMMIT  BANCORP. 

455.8 

4 

1798.3 

5 

82.1 

25 

229.2 

-6 

18.0 

1 4.8 

11.8 

19 

(B)  BANKS  -  MIDWEST 

GROUP  COMPOSITE 

15424.2 

4 

60656.2 

6 

2194.3 

22 

8666.6 

15 

14.2 

12.1 

17.1 

15 

BANC  ONE 

2721.6** 

17 

10272.4 

15 

370.0 

10 

1426.5 

12 

13.6 

14.5 

17.2 

13 

COMERICA 

765.2 

-6 

3069.7 

-1 

60.8 

-43 

417.2 

1 

7.9 

13.1 

17.3 

17 

FIFTH  THIRD  BANCORP 

456.8 

15 

1753.2 

19 

93.6 

20 

335.1 

16 

20.5 

19.7 

15.6 

24 

FIRST  BANK  SYSTEM 

890.0 

3839  6 

1 5 

1714 

14 

739  8 

30 

19  3 

18  0 

24  0 

1 5 

FIRST  CHICAGO  NBD 

2429.0** 

-1 1 

10117.0 

377.0 

199 

1435.0 

25 

15.5 

4.5 

16.4 

13 

FIRST  OF  AMERICA  BANK 

539.2** 

0 

2082.9 

-3 

84.0 

27 

255.9 

9 

15,6 

12.3 

14.6 

14 

FIRSTAR 

464.3** 

2 

1823.5 

4 

73.6 

3 

250.2 

9 

15.9 

15.8 

15.3 

17 

HUNTINGTON  BANCSHARES 

449.3 

0 

1783.5 

5 

57.7 

3 

262.1 

7 

15,1 

14.6 

17.5 

15 

KEYCORP 

1528,0 

-3 

6038.0 

0 

151.0 

-27 

783.0 

-1 

9.9 

13.1 

15.6 

16 

MARSHALL  &  ILSLEY 

387.2** 

1 1 

1459.9 

9 

51.9 

18 

203.4 

5 

16.0 

1 5.0 

15.8 

19 

MERCANTILE  BANCORPORATION 

421.8 

4 

1624.5 

4 

75. 1 

33 

248.5 

7 

17.8 

14.0 

12.2 

17 

NATIONAL  CITY 

1232.6** 

4 

4820,2 

4 

191.1 

48 

736.6 

25 

15,5 

10.9 

15.5 

14 

NORTHERN  TRUST 

491.3** 

7 

1929.4 

8 

57.4 

13 

258.8 

18 

13.7 

12.9 

18.2 

20 

NORWEST 

2345.3 

12 

8882.9 

17 

308, 1 

19 

1 153.9 

21 

13.1 

12.4 

19.3 

16 

OLD  KENT  FINANCIAL 

301.6** 

10 

1 159.5 

8 

41.6 

33 

158.7 

12 

13.8 

11.5 

15.1 

14 

(C)  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  COMPOSITE 

13258.6 

7 

51966.3 

10 

1934.5 

21 

7184.8 

13 

14.6 

12.9 

16.1 

15 

BANPONCE 

385.6 

11 

1479.3 

16 

47.7 

18 

185.2 

27 

12.4 

11.6 

15.8 

13 

BARNETT  BANKS 

667.8** 

3 

2697.0 

8 

149.8 

8 

564.5 

6 

22.4 

21.3 

16.9 

16 

CRESTAR  FINANCIAL 

470.3 

1899,7 

5 

38.2 

7 

218.3 

1 

8. 1 

7.6 

12.3 

18 

FIRST  TENNESSEE  NATIONAL 

389.5 

9 

1467.4 

12 

53.3 

17 

179.9 

9 

13.7 

12.8 

19.4 

15 

FIRST  UNION 

3120.0 

10 

1 1985.0 

13 

460.0 

37 

1499.0 

5 

14.7 

11.8 

14.9 

16 

NATIONSBANK 

4349.0 

3 

17509,0 

7 

632.0 

24 

2375.0 

22 

14.5 

12.1 

18.6 

14 

REGIONS  FINANCIAL 

411.8 

J  \ 

1603.7 

1  \ 

64.8 

48 

229.7 

16 

15.7 

11.8 

14.4 

15 

SOUTHERN  NATIONAL 

492.3 

6 

1904.0 

5 

79,7 

10 

283.7 

52 

16^2 

15^6 

17.1 

15 

SOUTHTRUST 

527.7 

23 

1935,3 

21 

58.4 

28 

254.7 

28 

13.0 

12.5 

15.2 

14 

SUNTRUST  BANKS 

1053.5 

10 

4064.0 

9 

158.5 

9 

616.6 

9 

15.0 

15.1 

12.9 

19 

UNION  PLANTERS 

358.7** 

9 

1406.9 

12 

11.4 

-68 

133.7 

-23 

3.2 

10.7 

12.4 

23 

WACHOVIA 

1032.4 

5 

4015.0 

7 

170.7 

17 

644.6 

7 

16.5 

14.9 

17.3 

16 

(D)  BANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

10131.3 

18 

38591.4 

16 

1136.1 

-2 

4983.3 

9 

11.2 

13.5 

12.1 

18 

BANCORP  HAWAII 

303.9 

13 

1153.1 

1! 

34.5 

7 

133,1 

9 

11.3 

11.9 

12.5 

14 

BANKAMERICA 

5737.0*- 

10 

22071.0 

8 

747.0 

6 

2873,0 

8 

13.0 

13.5 

14.6 

16 

FIRST  SECURITY 

347.5** 

11 

1286.5 

7 

51.2 

480 

177.8 

48 

14.7 

2.8 

16.3 

15 

UNIONBANCAL 

593.8 

0 

2352,7 

4 

59.8 

-32 

249.5 

-20 

10.1 

14.8 

10.3 

13 

U.S.  BANCORP 

773.1 

6 

3005,1 

4 

120.7 

465 

478.9 

46 

15.6 

2.9 

18.2 

15 

WELLS  FARGO 

2376.0 

65 

8723,0 

61 

123,0 

-60 

1071.0 

4 

5.2 

21.2 

7.4 

25 

4  CHEMICALS 


INDUSTRY  COMPOSITE 

37844.4 

7 

152031.1 

3 

1742.2 

-29 

11365.2 

-9 

4.6 

6.9 

22.3 

17 

AIR  PRODUCTS  &  CHEMICALS  (3) 

1120.9 

18 

4181.9 

7 

99.9 

12 

426.9 

15 

8.9 

9.4 

16.5 

20 

ARCADIAN 

379.0 

24 

1314,2 

4 

45.0 

36 

160.9 

82 

11.9 

10.8 

34.4 

7 

ARCO  CHEMICAL 

979.0 

-1 

3955.0 

-8 

64.0 

-44 

348.0 

-32 

6.5 

11.6 

17.2 

13 

CABOT  (3) 

398.8 

-10 

1812.0 

-2 

25.1 

-42 

175.8 

-3 

6.3 

9.8 

23.5 

10 

CROMPTON  8.  KNOWLES 

405.5 

8 

1804.0 

3 

2.0 

NM 

-22.1 

NM 

0.5 

NM 

NM 

NM 

CYTEC  INDUSTRIES 

315.3 

7 

1259.5 

0 

26.1 

-88 

100.1 

-55 

8.3 

72.7 

31.8 

19 

DEXTER 

267.8 

-1 

1100.2 

1 

11.4 

31 

48.7 

20 

4.3 

3.2 

13.0 

15 

DOW  CHEMICAL 

4903.0** 

7 

20053.0 

-1 

411.0 

-1 

1907.0 

1 

8.4 

9.1 

24.5 

10 

DUPONT 

11407.0*** 

10 

43810.0 

EASTMAN  CHEMICAL 

1113.0 

-9 

4782.0 

ENGELHARD 

824.9** 

18 

3184.4 

ETHYL 

304.0 

17 

1149.7 

FERRO 

333.6 

0 

1355.7 

4 

858.0 

37 

3636.0 

10 

7.5 

5.0 

37.2 

17 

-5 

60.0 

-50 

380.0 

-32 

5.4 

9.9 

23.8 

11 

12 

42.9 

19 

150.4 

9 

5.2 

5.2 

18.7 

19 

20 

25.4 

13 

93.0 

26 

8.4 

8.7 

21.6 

12 

2 

13.9 

19 

54.6 

11 

4.2 

3.5 

14.9 

16 
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IPORATE  SCOREBOARD 


ANY 


SALES 


PROFITS 


MARGINS 


RETURN  OK 
COMMON 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1996 

1996 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

ENDING 

RATIO 

PER 

SMIL 

% 

SMIL, 

% 

SMIL 

% 

SMIL 

% 

% 

% 

12-31 

2-7 

SHARE 

RT-McMORAN 

235.2 

-11 

957.5 

-4 

6,7 

-92 

45.1 

-51 

2.8 

31.1 

28.7 

19 

1.55 

(H.B.)(1) 

333.8 

7 

1275.7 

3 

12.3 

95 

45.4 

45 

3.7 

2.0 

14.0 

1 5 

3.22 

279.1 

6 

1 144.4 

-10 

1 .6 

-64 

12.2 

-62 

0.5 

1 . 7 

5.3 

38 

0.50 

(W.R) 

853.0'* 

-8 

3493.0 

-3 

-117.0 

NM 

IN  IVI 

N  M 

NM 

10. o 

0  Q 

2.32 

LAKES  CHEMICAL 

515,4 

-9 

2211,7 

-5 

37.8 

-49 

250.3 

-15 

7.3 

13.2 

15.8 

11 

3.94 

(M.A.) 

499.5 

8 

2056.2 

9 

14.7 

22 

59.2 

4 

2.9 

2.5 

11.6 

16 

1.29 

LES 

494.7 

-10 

2050.2 

-15 

75.7 

-10 

"30/1  Q 

Id. 3 

10. o 

35.9 

1 5 

3 ,04 

OBAL (6) 

665.4 

-6 

2941.1 

0 

48.5 

-10 

135.2 

-38 

7.3 

7.6 

10.2 

25 

1.44 

ATiONAL  FLAVORS  &  FRAGRANCES  324.0 

4 

1435. 1 

0 

40.9 

•3 
J 

1  QQ  Q 

loy  .y 

OA 

12.8 

27 

1.71 

OL 

376.2 

-5 

1 597.6 

-4 

28.8 

116 

iby.o 

1 2 

/  .D 

20.7 

1 2 

2 ,80 

LL  PETROCHEMICAL 

1401.0 

23 

5052.0 

2 

52.0 

93 

125.0 

-68 

3.7 

2.4 

29.2 

16 

1.58 

NTO 

2203.0 

4 

9252.0 

3 

-410.0 

NM 

385.0 

-48 

NM 

3.8 

9.3 

59 

0.64 

N  INTERNATIONAL  (6) 

950.6" 

3 

3742.8 

7 

88.1 

-11 

334,2 

2 

9.3 

10.8 

18,7 

18 

2.28 

CHEMICAL 

339.7 

10 

1303.5 

7 

40.4 

16 

145,9 

8 

11.9 

11.3 

21.9 

19 

1.99 

JSTRIES 

234.0 

0 

985.1 

-4 

-10.3 

NM 

10,8 

-87 

NM 

14.5 

NM 

57 

0.21 

591,3 

-7 

2637.9 

-1 

145,4 

457 

287.5 

114 

24.5 

4.1 

28.8 

7 

5.52 

R 

1151.0 

43 

4449.0 

41 

96.0 

45 

282.0 

8 

8.3 

8.2 

14.7 

27 

1.77 

ScHAAS 

965.0 

5 

3982.0 

3 

75.0 

12 

353.0 

24 

7.8 

7.3 

22.0 

15 

5.45 

MAN  (A.)  (4) 

257.8 

3 

985.0 

-4 

12.0 

41 

45.7 

-7 

4.6 

3,4 

10.5 

17 

1.21 

INDUSTRIES 

364.5" 

3 

2315.5 

1 

20.2 

21 

134.0 

-18 

5.5 

4.7 

22.7 

7 

1.72 

CARBIDEt 

1508,0 

8 

6105.0 

4 

102.0 

-46 

593,0 

-36 

5.8 

13.5 

27.5 

11 

4.28 

540.4 

1 

2253.3 

14 

-303,2 

NM 

-247.2 

NM 

NM 

NM 

-26.1 

NM 

-4.35 

)NGLOIVIERATES 

TRY  COMPOSITE 

44788.3 

10 

164619.0 

9 

3048.8 

13 

10973.1 

11 

6.8 

6.6 

20.4 

23 

3.07 

ENY  TELEDYNE 

920.3 

-5 

3815.6 

-5 

64.9 

25 

225.5 

-18 

7.1 

5.3 

25.8 

19 

1.28 

SIGNAL 

3498.0 

-8 

13971.0 

-3 

270.0 

16 

1020.0 

17 

7.7 

5.1 

25.3 

20 

3.61 

R  INTERNATIONAL 

664.6 

15 

2475.3 

13 

9.1 

-9 

35.1 

-8 

1.4 

1,7 

8.4 

21 

0.73 

\l  ELECTRIC 

22994.0" 

16 

79178.9 

13 

2067.0 

11 

7280.0 

11 

9.0 

9.4 

24.3 

24 

4.40 

URT  GENERAL  (2) 

867.9" 

11 

3289.9 

8 

58.5 

6 

190.9 

7 

6.7 

7.1 

18.5 

18 

2.52 

FFICE  SOLUTIONS  (3) 

1140.4 

27 

4339.6 

31 

44.7 

21 

172.5 

39 

3.9 

4.1 

7.8 

38 

1.17 

USTRIES 

2231.2 

-1 

8718.2 

-2 

71.2 

NM 

222.5 

950 

3.2 

NM 

30.8 

14 

1,85 

463.7 

-17 

2018.1 

-8 

18.0 

NM 

54.5 

757 

3.9 

NM 

11.8 

15 

1.30 

RK  INTERNATIONAL 

610.0 

2 

2267.6 

2 

32.0 

48 

56.7 

-28 

5.2 

3.5 

6.8 

25 

0.87 

ELL  INTERNATIONAL  (3) 

2608.0 

9 

9919.0 

10 

179.0 

18 

541.0 

10 

5.9 

5.4 

12.7 

28 

2.47 

:o 

1685.0 

22 

6572.0 

26 

-36.0 

NM 

218.0 

-16 

NM 

1.2 

14.6 

30 

1.28 

IN 

2428.0" 

9 

9274.0 

10 

128.0 

16 

482.0 

16 

5.3 

4.9 

15.6 

17 

5.60 

2451.2 

6 

9857.2 

3 

110,0 

4 

182.4 

-54 

4.5 

4.6 

8,2 

37 

1.38 

DUSTRIES  (3) 

527.0 

14 

2260,0 

9 

20.0 

67 

103.0 

NM 

3.8 

2.6 

19,2 

17 

1.97 

288.1 

11 

1190,8 

-2 

-4.7 

NM 

4.2 

-93 

NM 

9.7 

1,6 

NM 

0.04 

585.4 

10 

2360.5 

14 

-11.6 

NM 

33.3 

10 

NM 

3.0 

7.0 

44 

0.35 

AN 

824.5 

4 

3111.3 

6 

28.8 

-15 

139,4 

4 

3.5 

4.3 

21.5 

18 

1,31 

)NSUIVIER  PRODUCTS 


TRY  COMPOSITE 

78020.3 

7 

294060.7 

6 

5029.4 

18 

21986.5 

15 

6.4 

5.9 

26.5 

27 

2.25 

>PAREL 

"  COMPOSITE 

7028.3 

18 

26306.5 

14 

422.4 

185 

1455.5 

67 

6.0 

2.5 

21.1 

24 

2.21 

'GROUP  (11) 

420.3 

3 

1514.8 

5 

12.9 

33 

22.7 

NM 

3,1 

2.4 

9.5 

12 

1.28 

APPAREL  GROUP 

258.4" 

40 

1021.0 

32 

16.3 

35 

80.9 

27 

6.3 

5.5 

21.8 

24 

1,50 

DOD  (8) 

429.4 

1 

1456.5 

0 

14.4 

3 

28.6 

220 

3.4 

3.3 

8.5 

17 

1.34 

) 

2107.0 

55 

7801.9 

39 

176.9 

81 

573.1 

38 

8.4 

7.2 

23.9 

29 

2.28 

(EST  GROUP  (11) 

442.5 

13 

1556.0 

45 

35.6 

71 

57.7 

5 

8.0 

5.3 

16.2 

33 

1.55 

'S-VAN  HEUSEN  (11) 

391.2 

-13 

1362.4 

-5 

15.0 

NM 

14.7 

141 

3.8 

NM 

5,2 

24 

0.54 

<  INTERNATIONAL 

788.0 

5 

3478.6 

0 

20.1 

NM 

139.0 

-16 

2.6 

0.2 

41.5 

24 

2.00 

LL 

359.1 

19 

1244.2 

8 

29.2 

77 

81.5 

51 

8.1 

5.5 

12.3 

16 

2.11 

1377.1 

8 

5137.2 

1 

82.7 

NM 

299.5 

90 

6,0 

NM 

15,0 

15 

4.64 

OINT  STEVENS 

455.0 

8 

1723.8 

4 

19.3 

22 

57.7 

NM 

4.2 

3.8 

NM 

17 

1.81 

■PLIANCES  &  HOME  FURNISHINGS 

»  COMPOSITE 

10394.5 

6 

40455.3 

10 

66.1 

-25 

735.3 

-5 

0.6 

0.9 

9.0 

29 

0.98 

RONG  WORLD  INDUSTRIES 

528.5 

-5 

2155.4 

-7 

53,7 

NM 

154.8 

NM 

10.2 

NM 

20.1 

18 

3.97 

UY(IC) 

2007.3 

4 

7998.7 

21 

-11.0 

NM 

13.1 

-11 

NM 

0.9 

3.0 

28 

0,30 

TCITY  STORES  (10) 

1853.9 

5 

7499.5 

12 

19.8 

-37 

150.2 

-17 

1.1 

1.8 

13.3 

22 

1.52 

URE  BRANDS  INTERNATIONAL 

434.2 

56 

1595.8 

58 

17.4 

18 

54.2 

58 

4.0 

5.3 

12.9 

17 

0,86 

;UYS  (3) 

286.5 

-7 

905.6 

-1 

2.0 

-71 

-11.0 

NM 

0.7 

2.2 

-8.4 

NM 

-0,80 

MEYERS  (10) 

413,5" 

10 

1455.0 

10 

9.5 

8 

32.5 

-39 

2.3 

2.3 

5.0 

20 

0.56 

-L  INTERNATIONAL  (6) 

253.8 

8 

971.6 

7 

14,6 

19 

52.5 

25 

5.8 

5.2 

13.0 

15 

2.53 

JY(8) 

271.5 

5 

967.0 

8 

15.3 

7 

41.7 

11 

5,6 

5.5 

11.9 

14 

2.27 

T  &  PLAn 

625.4 

15 

2455.2 

9 

44.7 

37 

153.0 

14 

7,1 

6.0 

18.1 

20 

1.57 

FURNITURE  (9) 

272.0" 

1 

950.7 

-5 

-2.0 

NM 

-28.1 

NM 

NM 

NM 

NM 

NM 

-0.94 

'N  THINGS 

229.9 

30 

595.1 

25 

12.3 

NM 

15.0 

NM 

5.3 

NM 

6,0 

30 

0.78 

G 

772.9 

12 

3001.7 

-1 

35.3 

113 

138.0 

NM 

4,6 

2.4 

24.0 

15 

1.35 

AM 

258.9 

-5 

984.2 

-3 

-190,5 

NM 

-196.7 

NM 

NM 

0.6 

-49.8 

NM 

-2.37 

'OOL 

2165.0" 

3 

8696.0 

4 

45.0 

150 

156.0 

-25 

2.1 

0.9 

8.2 

25 

2.08 
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CORPORATE  SCOREBOARD 


COMPANY  SALES  PROFITS 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

ENDING 

RATIO 

$  MIL 

$  MIL 

% 

$  MIL- 

% 

$  MIL 

% 

% 

% 

12-31 

2-7 

(C) BEVERAGES 

CDfWlD  PHMDnCITr 
uKUUr  CUiVirUoI  1 1 

/ 

-7 1  con 

O 

1  c 

bUo/.o 

b 

4.9 

30.6 

38 

ANHEUSER-BUSCH 

2487.3 

1  1 

10883.7 

5 

150.0 

NM 

1 156.1 

30 

6.0 

NM 

28.5 

19 

3 

1572  0 

q 

1  9  1 

1  9  n 

18 

UHPIMnUnlUUH  VVIHb  \IU} 

317  7 

Y  \ 

11229 

1 8 

8  3 

— 

1  A  7 

— D1 

O.D 

Q  7 
0  / 

COCA-COLA 

4443.0 

3 

18546.0 

3 

762.0 

18 

3492.0 

17 

17.2 

15.0 

55.0 

42 

COCA-COLA  ENTERPRISES 

2118.0 

29 

7921.0 

17 

9.0 

NM 

114.0 

39 

0.4 

NM 

7.5 

68 

pcpcirn 

9533  0 

4 

31645  0 

^8  0 

-85 

9fi 

— <iO 

U.-J 

^  .u 

A  R 

(D)  PERSONAL  CARE 

GROUP  COMPOSITE 

18793.7 

5 

69383.5 

4 

1560.8 

1 

5682.3 

21 

8.3 

8.6 

29.6 

30 

At  DCDTn  PI  II  If  CD  fO\ 

ALbtKIU-LULVtK  [3j 

426. 1 

23 

1668.9 

20 

26.6 

107 

75.5 

41 

5.2 

3.7 

16.8 

20 

AVON  PRODUCTS 

1492.1 

8 

4814.2 

7 

132.0 

14 

317.9 

11 

8.8 

8.4 

222.0 

26 

CLOROX  (6) 

530.2 

14 

2353.6 

13 

43.9 

16 

234.8 

12 

8.3 

8.1 

24.1 

26 

COLGATE-PALMOLIVE 

2297,4 

7 

8749.0 

5 

181.7 

48 

535.0 

269 

7.9 

5.7 

32.5 

25 

DIAL 

349.7 

-2 

1406.4 

3 

16,5 

266 

29.9 

NM 

4.7 

1.3 

23.4 

42 

ESTEE  LAUDER  (6) 

941.5 

9 

3314.9 

7 

69,9 

19 

178.1 

26 

7.4 

6.8 

31.8 

37 

GILLETTE 

3001,0 

10 

9697.7 

10 

115,3 

-67 

948.7 

-11 

3.8 

13.0 

27.1 

47 

PROCTER  &  GAMBLE  (6) 

9142.0 

1 

35212.0 

1 

944.0 

13 

3237.0 

14 

10.3 

9.2 

26.5 

27 

REVLON 

613  7 

1 0 

21670 

1 2 

30  9 

713 

24  4 

NM 

R  ft 

n  7 

NM 

7rt 

(E)  TOBACCO 

GROUP  COMPOSITE 

22448.6 

7 

86224.8 

3 

1967.4 

22 

8025.6 

13 

8.8 

7.7 

28.0 

16 

AMERICAN  BRANDS 

1617,4 

9 

5776.3 

-2 

114.0 

-26 

496.8 

-9 

7.0 

10.4 

13.8 

18 

DIMON  (6) 

771.3 

1 

2246.4 

5 

17.1 

-7 

47.7 

NM 

2.2 

2.4 

14.8 

31 

PHILIP  MORRIS 

13371.0 

5 

54553.0 

3 

1471.0 

16 

5303.0 

15 

11.0 

10.0 

44.3 

16 

RJR  NABISCO  HOLDINGS 

4625.0 

7 

17063.0 

7 

215.0 

389 

511.0 

-3 

4.5 

1.0 

5.9 

20 

STANDARD  COMMERCIAL  (9) 

374.1 

-1 

1336.3 

-4 

4.5 

NM 

17.9 

NM 

1.2 

NM 

20.9 

11 

UNIVERSAL  (6) 

1337.2** 

29 

3853.0 

9 

31.4 

15 

85.2 

95 

2,3 

2,5 

19.7 

13 

UST 

352.5* 

2 

1396.8 

5 

114.5 

3 

464.0 

8 

32.5 

32.1 

145.9 

13 

7  CONTAINERS  &  PACKAGING 


INDUSTRY  COMPOSITE 

8565.4 

6 

34792.8 

2 

48.4 

-88 

972.8 

-51 

0.6 

5.0 

9.0 

26 

(A)  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

3427.1 

38 

14362.0 

32 

35.7 

21 

488.2 

65 

1.0 

1.2 

10.4 

23 

BALL 

500.1 

5 

2184.4 

7 

-26.4 

NM 

13.1 

-75 

NM 

0.6 

1.3 

73 

CROVt^N  CORK  &  SEAL 

1964.9 

76 

8331.9 

55 

39.2 

543 

284.0 

279 

2.0 

0.5 

8,4 

27 

OWENS-ILLINOIS 

962.1 

8 

3845.7 

2 

22.9 

11 

191.1 

13 

2.4 

2.3 

28.0 

15 

(B)  PAPER 

GROUP  COMPOSITE 

5138.3 

-8 

20430.8 

-13 

12.7 

-97 

484.6 

-71 

0.2 

6.6 

8.0 

30 

SEMIS 

434.9 

9 

1655.4 

9 

30.1 

11 

101.1 

19 

6.9 

6,8 

17.8 

21 

JEFFERSON  SMURFIT 

816.0 

-16 

3410.0 

-17 

15.0 

-77 

117.0 

-53 

1.8 

6,7 

NM 

15 

SONOCO  PRODUCTS 

725.6 

6 

2788.1 

3 

41.0 

-3 

170.9 

4 

5.6 

6,2 

21.0 

15 

STONE  CONTAINER 

1242.9 

-24 

5141.8 

-30 

-86.0 

NM 

-122.5 

NM 

NM 

5,3 

-16.7 

NM 

TEMPLE-INLAND 

835.4 

-4 

3422.3 

-1 

18.3 

-72 

132.8 

-53 

2.2 

7.5 

6.5 

23 

UNION  CAMP 

1083.5 

8 

4013.2 

-5 

-5.7 

NM 

85,3 

-81 

NM 

8.3 

4.0 

40 

8  DISCOUNT  &  FASHION  RETAILING 


INDUSTRY  COMPOSITE 

111848.0 

11 

435756.6 

12 

3165.5 

16 

9783.1 

-5 

2.8 

2.7 

11.3 

25 

AMES  DEPARTMENT  STORES  (11) 

516.9** 

3 

2123.7 

-1 

0.4 

NM 

9.2 

-49 

0.1 

NM 

11.3 

18 

AUTOZONE  (4) 

569.1 

23 

2348.7 

25 

38.0 

9 

170.3 

17 

5.7 

7,5 

18.8 

20 

BARNES  &  NOBLE  (11) 

532.6 

23 

2288.2 

24 

-2.6 

NM 

-52.3 

NM 

NM 

NM 

-13.3 

NM 

BORDERS  GROUP  (11) 

413.5 

14 

1901.3 

16 

-2.7 

NM 

-21.0 

NM 

NM 

NM 

-4.5 

NM 

BRADLEES  (11) 

407.9** 

0 

1700.8 

-10 

-23.1 

NM 

-268.5 

NM 

NM 

NM 

NM 

NM  - 

BURLINGTON  COAT  FACTORY  (6) 

740.0 

12 

1589.3 

7 

55.0 

35 

45.6 

175 

8.9 

7.4 

11.5 

12 

CALDOR  (11) 

568.5 

-4 

2598.4 

-2 

-48.0 

NM 

-373.8 

NM 

NM 

NM 

NM 

NM  - 

CARSON  PIRIE  SCOTT  (11) 

266.2** 

7 

1092.8 

-2 

-1,2 

NM 

34.7 

-57 

NM 

1.6 

11.0 

13 

CDW  COMPUTER  CENTERS 

262.2 

46 

927.9 

48 

10.7 

71 

34.4 

72 

4.1 

3.5 

25.4 

38 

CHARMING  SHOPPES  (11) 

242,4 

-9 

1058.3 

-5 

-3,5 

NM 

-115.5 

NM 

NM 

NM 

-27.8 

NM 

CONSOLIDATED  STORES  (11) 

616.5 

72 

2049.0 

44 

-3,0 

NM 

36.4 

-39 

NM 

2.8 

5.2 

56 

CORPORATE  EXPRESS  (10) 

825.9 

90 

2574.9 

78 

7.1 

-33 

9.1 

-59 

0.9 

2.4 

1.4 

NM 

COSTCO  (4) 

4883.4** 

11 

20055.3 

8 

31.8 

-36 

231.1 

6 

0.7 

1.1 

12.5 

23 

DAYTON  HUDSON  (11) 

6073.0*- 

9 

25154.0 

11 

116.0 

164 

487.0 

35 

1.9 

0.8 

13.0 

18 

DILLARD  DEPARTMENT  STORES  (11) 

1543.3** 

6 

5393.2 

8 

31.5 

-38 

156.7 

-39 

2.0 

3.5 

5.0 

21 

DOLLAR  GENERAL  (11) 

509.0 

18 

2034.6 

20 

26.6 

39 

102.1 

25 

5.2 

4.5 

23.0 

28 

EDISON  BROTHERS  STORES  (11) 

255.2 

-20 

1198.9 

-15 

-11.5 

NM 

-151.0 

NM 

NM 

NM 

NM 

NM 

FABRI-CENTERS  OF  AMERICA  (1 1) 

229.6 

7 

889.9 

8 

8.0 

33 

21.2 

24 

3.5 

2.8 

11.7 

14 

FAMILY  DOLLAR  STORES  (4) 

454.9 

15 

1773,3 

12 

17.4 

20 

53.4 

11 

3.8 

3.7 

13.9 

20 

FEDERATED  DEPARTMENT  STORES  (11) 

3509.1** 

-A 

16458,9 

20 

41.8 

NM 

221.5 

NM 

1.2 

NM 

5.1 

31 

FINGERHUT 

742.5 

0 

2027,4 

-2 

31.5 

4 

40.2 

-21 

4.2 

4.1 

7.3 

17  ' 

GAP  !  1 1 ) 

1383.0 

20 

5138.6 

26 

134.3 

15 

436,3 

37 

9,7 

10.1 

26.7 

21 

GLOBAL  DIRECTMAIL 

253.6 

48 

911.9 

44 

11.8 

28 

43.7 

32 

4.7 

5.4 

21.3 

27 

HECHINGER  (11) 

533.3 

-3 

2252.3 

-1 

-10.0 

NM 

-85.3 

NM 

NM 

NM 

-21.6 

NM 

HILLS  STORES  (11) 

461.0 

3 

1919.6 

2 

-2.8 

NM 

-20.5 

NM 

NM 

5.0 

-7.7 

NM  ' 

HOME  DEPOT  (11) 

4921.8 

23 

18328.8 

24 

221.4 

26 

872.0 

26 

4.5 

4.4 

15.3 

29 

INTIMATE  BRANDS  (11) 

597.0 

18 

2813.5 

20 

27.2 

94 

232.4 

21 

4.6 

2.8 

83.6 

21  1 
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ild  Your  Retirement  on  the  Rock 


sn*t  it  Time  for  a  Mofc 
Personalized  Approach 
to  Retirement? 


>iscovery  Select*" 
/Variable  Annuity: 
K-deferred  Growth 
ir  Your  Retirement 


lody  contributing  to  a  401  (k)? 
your  contribution  limit  on 
r  IRA?  Now  you  can  moke  your 
rement  nest  egg  even  stronger 
I  Discovery  Select: 

Inlike  an  IRA,  Discovery  Select 
!S  you  the  power  to  invest  as 
:li  as  you  want,  and  earnings 
tax-deferred  until  withdrawn.* 

I  wide  variety  of  investment 
tions  so  you  can  select 
istment  options  that  match 
r  individual  goals. 

•  Expert  money 
management  by 
Prudential  or  one 
of  six  other  well- 
respected  money 
managers. 

rotection  for  your  loved  ones 
1  a  death  benefit  backed  by 
:o  Life  Insurance 
ipany. 


IS!! 


You  only  get  one  shot  at  retirement.  So  why  take  a  chance  on  a  company  that  can  only  offer 
one-size-fits-all  retirement  solutions?  At  Prudential,  we've  got  the  answers  and  the  tools  you 
need  to  plan  for  the  retirement  you're  looking  for 


A  firm  foundation  starts  with 
Personal  Financial  Architect!"" 

During  a  one-on-one  consultation,  your  Prudential 
Securities  Financial  AcKisor  will  use  the  Personal 
Financial  Architect^"  to  analyze 
your  retirement  goals  and  needs. 
You'll  get  a  written  analysis  of 
your  situation  on-the-spot,  as 
well  as  answers  to  those 
important  "what-if " 
questions. 

Make  investment 
choices  that  make 
sense  with  PruChoicef 

It's  a  whole  new  way  to  unlock 
the  potential  of  mutual  funds.  PruChoice  helps 
you  pinpoint  your  specific  retirement  needs  and 
zero  in  on  the  right  funds  to  match. 

There  are  no  individual 
sales  charges — just  one 
inclusive  annual  fee.** 


Adjust  your  portfolio  along  the  way 
with  the  COMAAAND^'"  Account— and 
pay  no  IRA  fee!  The  COMMAND  Account  is 
Prudential  Securities'  premier  investment  manage- 
ment account.  And  now,  the  new  COMMAND 
Family  feature  is  a  powerful  way  to  manage  your 
retirement  portfolio.  Consolidate  an  entire 

household  of  accounts  into  one 
lUl     convenient  monthly  statement 
I      package.  And,  best  of  all,  pay  no 
annual  custodial  IRA  fee! 

Learn  the  difference 
professional  guidance 
can  make.  Call  Prudential 
today.  Take  the  first  step  today 
by  calling  for  more  information 
about  the  retirement  investing  solutions  only 
Prudential  Securities  can  offer 

1-800-654-5454  Ext  55 

www.prusec.com 

(&  Prudential 


'Select  Variable  Annuity  is  issued  by  Piuco  Ufa  Insuiance  Company  and  offeied  ihiough  both  Piuco  Secuiities  Corpoiation  and  Ptudentiol  Secunties,  subsidiories  of  The  Prudential  Insurance  Con^lpany  of  America,  Prudentiol  Ploza,  Newark 
2-3777.  Discovery  Select  is  o  service  mark  of  Prudential.  Discoueiy  Select  is  not  ovoiloble  in  all  states  'Withdrowals  piior  to  oge  59  1/2  ore  sub|ect  to  a  10%  penalty.  Call  your  Ptuco  Secunties  Represenlotive  or  Prudential  Securities 
Advisor  for  more  information.  The  COMMAND  Family  has  on  annual  fee  of  SI  50. 

uChoice  piogiam  fee  is  1 .25%  of  assets.  1 2b-l  fees  moy  apply.  Discoveiy  Select,  PruChoice  funds  ond  COMMAND  ore  oil  offered  by  prospectus  The  prospectus  contains  more  complete  informotion  including  charges  and  expenses  Please 
Jrospectuses  carefully  before  you  invest  oi  send  money  Prudentiol  Securities  Incoipnrated  is  a  wholly  owned  subsidioiy  of  The  Prudential  Insurance  Company  of  America.  ©  1 2/96  Prudential  Securities  Incotporoted.  Member  SIPC 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


4TH 

CHANGE 

12 

CHANGE 

41 H 

CHANGE 

12 

CHANGE 

4TH 

4TH 

UUnn  1  LP. 

FROM 

IVIUI1 1  n  J 

EROIVl 

FROM 

iVIUI'l  1  no 

FROM 

UUHR 1 CK 

ni  lADTCD 
UUHn 1 tn 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

$MIL 

% 

$MIL 

% 

SMIL 

% 

$MIL 

% 

% 

% 

KMART  (11) 

7910.0*' 

-2 

34536.0 

2 

9.0 

NM 

-364.0 

NM 

0.1 

NM 

KOHL'S  (11) 

598.1 

23 

2248.3 

26 

21.9 

187 

92.6 

44 

3.7 

1.6 

LANDS'  END  (11) 

287.4 

22 

1094.9 

8 

6.2 

249 

'39.3 

37 

2.1 

0.7 

LIMITED  (11) 

1995.0'* 

11 

8449.9 

10 

159.5 

-76 

437.0 

-56 

8.0 

36.5 

LOWE'S  (11) 

2193.2 

24 

8255.4 

20 

75.2 

71 

274.7 

17 

3.4 

2.5 

MAY  DEPARTMENT  STORES  (11) 

2855.0** 

11 

11739.0 

37 

118.0 

7 

722.0 

26 

4.1 

4.3 

MERCANTILE  STORES  (11) 

727.7** 

5 

3046.9 

5 

31.1 

6 

136.4 

30 

4.3 

4.2 

MEYER  (FRED)  (ID 

835.1 

12 

3695.2 

12 

6.3 

NM 

49.7 

149 

0.8 

NM 

RETURN  ON 
COMMON 

EQUITY  PRICE- 

12  MONTHS  EARNINGS 

ENDING  RATIO 

12-31  2-7 


-6.9 
20.0 
20.1 
25.2 

12.7 
19.1 
9.1 
9.3 


NM 
34 
24 
13 

20 
16 
13 
21 


MICHAELS  STORES  (11) 

322.2 

3 

1341.3 

10 

-34.2 

NM 

-37.3 

NM 

NM 

1.0 

-11.6 

NM 

NEIMAN  MARCUS  GROUP  (5) 

544.1** 

11 

2129.2 

11 

30.9 

23 

83.3 

18 

5.7 

5,1 

15.4 

30 

NORDSTROM  (11) 

1015.8** 

8 

4505.7 

8 

34.0 

16 

158.8 

-12 

3.4 

3.1 

10.9 

19 

OFFICEMAX  (11) 

859.8 

27 

3035.7 

33 

23.7 

-73 

67.5 

-40 

2.8 

12.9 

6.5 

22 

PAYLESS  CASHWAYS  (1) 

710.0 

5 

2642.8 

-1 

5.6 

NM 

-19.1 

NM 

0.8 

NM 

-10.3 

NM 

PAYLESS  SHOESOURCE  (11) 

576.8 

-2 

2362.4 

3 

29.4 

14 

60.2 

-46 

5.1 

4.4 

7.2 

NA 

PENNEY  (J.C.)  (11) 

5936.0 

8 

22722.0 

3 

236.0 

-2 

797,0 

-15 

4.0 

4.4 

12,8 

14 

PEP  BOYS-MANNY,  MOE  &  JACK  (11) 

478.8 

16 

1794.6 

18 

27.8 

30 

96.7 

19 

5.8 

5.2 

12.9 

21 

PETSMART(ll) 

339.9 

28 

1264.2 

23 

11.2 

NM 

30.2 

NM 

3.3 

0.0 

9.5 

75 

PROFFin'S  (11) 

379.8** 

14 

1416.5 

8 

9.9 

43 

0.3 

NM 

2.6 

2.1 

-0,3 

NM 

ROSS  STORES  (11) 

403.4 

22 

1627.1 

19 

16.4 

107 

70.1 

103 

4.1 

2.4 

22.4 

16 

SAKS  HOLDINGS  (11) 

476.3** 

17 

1885.5 

NA 

15.8 

NM 

18.1 

NA 

3.3 

NM 

3.8 

69 

SEARS,  ROEBUCK 

12042.0 

11 

38236.0 

9 

567.0 

25 

1271.0 

24 

4.7 

4.2 

27.8 

17 

SERVICE  MERCHANDISE 

1641.1 

-3 

3955.0 

-2 

78.2 

-4 

39.3 

-22 

4.8 

4.8 

9.2 

10 

SHOPKO  STORES  (10) 

591.2 

20 

2199.0 

12 

10.9 

8 

41.7 

15 

1.9 

2.1 

9.6 

12 

SPORTS  AUTHORITY  (11) 

293.1 

25 

1220.4 

23 

2.0 

213 

26.3 

32 

0.7 

0,3 

9.0 

22 

STAPLES  (11) 

1078.8 

32 

3779.2 

37 

31.9 

45 

94.4 

57 

3.0 

2.7 

13.6 

34 

TALBOTS  (11) 

247.5** 

10 

1014.5 

7 

19.8 

2 

60,4 

4 

8.0 

8.6 

14.4 

17 

TJX  (11) 

1722.4 

100 

6498.4 

93 

81.6 

206 

150.8 

168 

4.7 

3.1 

18.5 

24 

TOYS  'R'  US  (11) 

1883.0 

10 

9870.1 

9 

33.3 

60 

137,5 

-70 

1.8 

1.2 

3.9 

50 

U.  S.  OFFICE  PRODUCTS  (8) 

587.9 

117 

1414.5 

105 

13.1 

99 

20,0 

56 

2.2 

2.4 

5.7 

42 

VALUE  CITY  DEPARTMENT  STORES  (5) 

271.4 

22 

1021.7 

13 

5.7 

128 

24.9 

122 

2.1 

1.1 

9.7 

11 

VENTURE  STORES  (11) 

330.2** 

-26 

1597.3 

-22 

-9.2 

NM 

2.0 

NM 

NM 

NM 

-0.2 

NM 

VIKING  OFFICE  PRODUCTS  (6) 

316.5 

26 

1182.3 

28 

16.6 

29 

67.2 

28 

5.2 

5.1 

22.8 

33 

WABAN  (11) 

1064.2 

10 

4272.9 

10 

16.0 

10 

76.9 

12 

1.5 

1.5 

12.7 

12 

WAL-MART  STORES  (11) 

25644.0 

12 

101553.0 

12 

684.0 

12 

2903.0 

3 

2.7 

2.7 

17.7 

19 

WOOLWORTH  (11) 

2048.0 

-1 

8161.0 

-2 

69.0 

103 

-38.0 

NM 

3.4 

1.6 

-3.0 

NM 

ZALE  (5) 

230.8 

8 

1153.9 

10 

-1.1 

NM 

42.7 

19 

NM 

0.6 

9.0 

14 

9  ELECTRICAL  &  ELECTRONICS 

INDUSTRY  COMPOSITE 

51043.5 

8 

188755.7 

9 

3801.7 

-2 

12463.3 

-17 

7.4 

8.2 

14.3 

30 

(A)  ELECTRICAL  PRODUCTS 

GROUP  COMPOSITE 

11206.9 

12 

43381.9 

14 

542.0 

12 

1588.4 

-24 

4.8 

4.8 

10.2 

36 

COOPER  INDUSTRIES 

1338.3 

5 

5315.6 

10 

87.7 

20 

315.4 

12 

6.6 

5.7 

17.1 

15 

EATON 

1724.0 

4 

6951.0 

2 

66.0 

-27 

349.0 

-13 

3.8 

5.4 

16,4 

16 

EMERSON  ELECTRIC  (3) 

2830.6 

10 

11414.7 

11 

254.9 

11 

1042.9 

12 

9.0 

9.0 

19,0 

22 

GENERAL  SIGNAL 

546.7 

9 

2065.0 

11 

39.0 

92 

133.4 

33 

7.1 

4.0 

17,9 

17 

HUBBELL 

331.1 

17 

1297.4 

14 

37.1 

17 

141.5 

16 

11.2 

11.2 

19.7 

21 

MAGNETEK  (6) 

293.7 

4 

1191.9 

0 

5.8 

NM 

-79.0 

NM 

2.0 

NM 

NM 

NM 

NATIONAL  SERVICE  INDUSTRIES  (4) 

511.9 

4 

2032.9 

3 

24.8 

7 

102.7 

7 

4.9 

4.7 

14.8 

17 

RAYCHEM  (6) 

441.0 

7 

1721.4 

7 

52.4 

109 

215.5 

235 

11.9 

6.1 

23.9 

18 

THOMAS  &  BEHS 

501.6 

14 

1985.1 

15 

-30.8 

NM 

59.9 

-32 

NM 

3.1 

5.9 

41 

UCAR  INTERNATIONAL 

237.0 

-3 

948.0 

5 

37.0 

19 

145.0 

480 

15.6 

12.7 

NM 

13 

WESTINGHOUSE  ELECTRIC 

2451-0 

31 

8449.0 

51 

-32.0 

NM 

-838.0 

NM 

NM 

NM 

-51,7 

NM 

(B)  ELECTRONICS 

GROUP  COMPOSITE 

19343.8 

8 

70765.1 

7 

820.5 

-28 

3670.5 

-16 

4.2 

6.4 

11.9 

25 

ANDREW  (3) 

231.7 

30 

847.3 

23 

24.3 

44 

97.8 

31 

10.5 

9.5 

20.2 

35 

GENERAL  INSTRUMENT 

736.6 

14 

2689.7 

11 

-17.1 

NM 

-1.9 

NM 

NM 

8.3 

-0.2 

NM 

HARRIS  (6) 

945.9 

3 

3717.2 

6 

45.5 

13 

188.1 

14 

4.8 

4.4 

12.7 

16 

<UGHES  ELECTRONICS 

4287.8 

8 

15744.1 

7 

280.9 

-5 

1151.2 

4 

6.6 

7.4 

12.8 

21 

ON  INDISTRIES  (5) 

1048.9 

25 

3824.2 

14 

39.8 

9 

154.0 

10 

3.8 

4.4 

16.1 

14 

^ROLA 

7685.0 

5 

27973.0 

3 

238.0 

-45 

1154.0 

-35 

3.1 

5.9 

9.8 

35 

IMM  ;) 

388.9 

165 

1056.2 

131 

9.1 

-10 

20.0 

-42 

2.3 

6.9 

2.3 

NM 

Rf>,V:.  IN 

3367.0 

0 

12260.9 

5 

177.4 

-20 

761.2 

-4 

5.3 

6.6 

17.1 

14 

TR 

330.1 

44 

1082.5 

22 

9.7 

35 

36.6 

31 

2.9 

3.1 

16.4 

16 

VAR         SOCIATES  (3) 

322.0 

-8 

1570.1 

-1 

12.8 

-50 

109.3 

-4 

4.0 

7.3 

23.4 

16 

(C)  INSTP  IMENTS 

GROUP  'POSITE 

3451.9 

6 

12563.8 

8 

256.8 

10 

727.6 

2 

7.4 

7.1 

16.5 

24  , 

BECKMA;  :  .STRUMENTS 

285.2 

8 

1028.0 

11 

23.3 

114 

74.7 

53 

8.2 

4.1 

18,7 

16  [ 

HONEYWE 

2117.4 

10 

7311.6 

9 

153.2 

22 

402.7 

21 

7.2 

6.6 

19,3 

23 

PERKIN-EL  ':R(6) 

330.8 

12 

1211.0 

9 

50.9 

124 

56.9 

-24 

15.4 

7.7 

16,1 

56 

TEKTRONIX  ) 

477.2 

8 

1841.5 

11 

26.5 

1 

99.8 

6 

5.5 

5.9 

13,9 

16 

TERADYNE 

241.3 

-31 

1171.6 

-2 

2.9 

-94 

93.6 

-41 

1.2 

13.6 

11.1 

27 
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~1 

dmit  to  being 

erfectionist. 

almost 

rifortable  when 

environment 

erfectly 

intained." 


mKrominga 

iident 

nsing  Division 
Ion  m 


At  Japan  Airlines, 
cleanliness 
isn't  just  part 
of  our  job, 
it's  part  of 
our  culture. 


Your  Needs.  Your  Airline. 


Airlines  understands  that  your  comfort  depends  in  large 
the  cleanliness  of  your  surroundings.  After  all,  you  are  our 
and  maintaining  a  clean  environment  for  our  guests  is  part 
culture.  So  we  not  only  welcome  you  aboard  an 
ulate  plane,  we  see  to  it  that  your  cabin  remains  so  from 


take-off  to  arrival.  We  even  make  sure  the  lavatory  is  always 
cleaned  before  you  use  it.  Perhaps  it's  this  attention  to  detail  that 
has  made  Japan  Airlines  the  airline  of  choice  for  Lynn  Krominga 
and  other  experienced  business  travelers  to  Asia  for  over 
40  years.  Call  1-800-JAL-FONE  for  more  information. 


"A  •  CHICAGO  •  HONOLULU  •  KONA  •  LOS  ANGELES  •  MEXICO  CITY  •  NEW  YORK  •  SAN  FRANCISCO  •  SAO  PAULO  •  VANCOUVER 

Japan  Airlines 


A    WORLD    OF  COMFORT 


CORPORATE  SCOREBOARD 


COMPANY  SALES  PROFITS 
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% 
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% 

% 

% 

12-31 

2-7 

(D)  SEMICONDUCTORS  &  OTHER  COMPONENTS 

GROUP  COMPOSITE 

17040.8 

7 

62044.9 

9 

2182.5 

8 

6476.8 

-17 

12.8 

12.7 

17.8 

32 

ADAPTEC  (9) 

251.7 

43 

864.8 

46 

41  6 

36 

101  8 

10 

16  5 

17  4 

16  6 

44 

ADVANCED  MICRO  DEVICES 

496.9 

-17 

1953.0 

-21 

-21  2 

NM 

-69  0 

NM 

NM 

1  6 

-3  4 

NM 

AMP 

1403.0 

8 

5467.7 

-40  0 

NM 

286  9 

-33 

NM 

8  8 

9  9 

30 

ANALOG  DEVICES  (2) 

304.6 

18 

1 193.8 

27 

44.0 

25 

171.9 

44 

14.5 

13.7 

19.9 

27 

ATMEL 

281.1 

40 

1070.3 

69 

53.6 

41 

201.7 

77 

19.1 

19.0 

25.5 

21 

AVX  (9) 

289.6 

-4 

1118.5 

-5 

30.1 

-12 

127.4 

5 

10.4 

11.3 

18.8 

17 

CIRRUS  LOGIC  (9) 

253.3 

-14 

937.3 

-21 

10.3 

NM 

-82.7 

NM 

4.1 

NM 

-18.2 

NM 

INTEL 

6440.0 

41 

20847.0 

29 

1910.0 

120 

5157.0 

45 

29.7 

18.9 

34.5 

27 

LSI  LOGIC 

301.8 

-14 

1238.7 

-2 

30.7 

-57 

147.2 

-38 

10.2 

20.5 

11.2 

30 

MICRON  TECHNOLOGY  (4) 

728.1 

-39 

3196.1 

-11 

20.6 

-94 

285.6 

-72 

2.8 

27.7 

11.3 

25 

MOLEX  (6) 

377.0 

9 

1436.6 

7 

40.2 

15 

151.4 

9 

10.7 

10.2 

12.9 

25 

NATIONAL  SEMICONDUCTOR  (7) 

661.5 

-7 

2440.3 

-8 

29.5 

-63 

-146.0 

NM 

4.5 

11.2 

-10.6 

NM 

READ-RITE  (3) 

251.6 

-16 

943.5 

-13 

5.8 

-86 

-79.8 

NM 

2.3 

14.2 

-17.5 

NM 

SCI  SYSTEMS  (6) 

1480.0 

23 

5365.0 

52 

29.6 

34 

98.3 

58 

2.0 

1.8 

19.5 

17 

SOLECTRON  (4) 

807.7 

17 

2934.3 

30 

31.5 

15 

118.4 

33 

3.9 

4.0 

15.3 

25 

TEXAS  INSTRUMENTS 

2459.0 

-22 

9940.0 

-13 

-40.0 

NM 

-46.0 

NM 

NM 

8.5 

-1.1 

NM 

VISHAY  INTERTECHNOLOGY 

253.9 

-15 

1098.0 

-10 

6.3 

-73 

52.6 

-43 

2.5 

7.9 

5.6 

28 

10  FOOD 


INDUSTRY  COMPOSITE 

92140.8 

5 

346067.8 

5 

2587.2 

32 

8839.9 

-3 

2.8 

2.3 

19.4 

26 

|M|  r  \IW           1  niDU  1  1  vn 

IjKOUr  COMrUbl  1 1 

1 1620.3 

5 

c 
o 

143.9 

3 

536.3 

1 
I 

1.2 

1.3 

15.0 

19 

INTERNATIONAL  MULTIFOODS  (10) 

697.1 

10 

2592.9 

3 

8.6 

27 

17.9 

-40 

1.2 

1.1 

5.9 

18 

JP  FOODSERVICE  (6) 

422.6 

20 

1466.5 

16 

4.7 

22 

14.2 

5 

1.1 

1.1 

11.0 

34 

rnOoUUKLc 

1057.0 

5 

4125.0 

19 

-8.4 

NM 

-25.0 

NM 

NM 

0. 1 

-73.4 

NM 

RICHrOUD  HOLDINGS  (o) 

739.6 

3 

3259.4 

4 

12.6 

28 

44.2 

6 

1.7 

1 .4 

19.6 

24 

RYKOFF-SEXTON  (6) 

882.4 

NA 

NA 

NA 

3.9 

NA 

NA 

NA 

0.4 

NA 

NA 

NA 

SMART  &  FINAL 

306.4 

8 

1302.6 

11 

5.8 

14 

24.3 

33 

1.9 

1  8 

15.6 

20 

SUPERVALU  (10) 

3904.8 

0 

16509.5 

0 

40.2 

5 

170.8 

6 

1.0 

1.0 

13.5 

12 

SYSCO  (6) 

3610.3 

9 

14091.2 

1 1 

76.4 

8 

289.9 

9 

2. 1 

2.1 

19.7 

21 

(B)  FOOD  PROCESSING 

GROUP  COMPOSITE 

41942.3 

5 

158819.2 

6 

1834.0 

36 

5927.7 

-9 

4.4 

3.4 

18.7 

28 

CAMPBELL  SOUP  (5) 

2052.0 

3 

7740.0 

5 

88.0 

-60 

571.0 

-7 

4.3 

11.0 

40.7 

31 

CONAGRA  (7) 

6754.5 

2 

24924.3 

1 

187.3 

12 

218.1 

-58 

2.8 

2.5 

9.2 

54 

CPC  INTERNATIONAL 

2529.3 

6 

9844.3 

17 

156.0 

33 

580.0 

13 

6.2 

4.9 

29.2 

20 

DEAN  FOODS  (7) 

775.7 

10 

2943.2 

9 

19.1 

19 

-42.4 

NM 

2.5 

2.3 

-8.0 

NM 

DOLE  FOOD 

891.1 

6 

3840.3 

1 

-27.5 

NM 

89.0 

-25 

NM 

0.5 

14.8 

26 

EARTHGRAINS  (9) 

522.7 

0 

1642.7 

-1 

9.2 

NM 

9.2 

NM 

1.7 

NM 

1.0 

49 

FLOWERS  INDUSTRIES  (6) 

381.3 

31 

1382.4 

17 

12.3 

55 

47.2 

14 

3.2 

2.7 

14.6 

26 

GENERAL  MILLS  (7) 

1560.1 

8 

5557.0 

8 

155.7 

8 

448.2 

55 

10.0 

10.1 

186.3 

24 

HEINZ  (H.J.)  (8) 

2394.1 

5 

9332.5 

7 

177.5 

12 

683.7 

9 

7.4 

6.9 

25.3 

23 

HERSHEY  FOODS 

1189.1 

6 

3989.3 

8 

78.7 

-26 

273.2 

-3 

5.6 

9.5 

23.5 

25 

HORMEL  FOODS  (2) 

877.8 

5 

3098.7 

2 

30.2 

-22 

79.4 

-34 

3.4 

4.6 

10.1 

24 

HUDSON  FOODS  (3) 

391.3 

15 

1429.1 

13 

9.2 

3 

23.2 

-33 

2.4 

2.6 

6.9 

27 

IBP 

3017.8 

-5 

12538.7 

-1 

18.3 

-68 

198.7 

-29 

0.6 

1.8 

16.5 

11 

INTERSTATE  BAKERIES  (7) 

758.4 

3 

3184.2 

70 

26.2 

331 

57.6 

180 

3.5 

0.8 

li.6 

30 

KELLOGG 

1557.7 

-5 

6676.6 

-5 

87.3 

NM 

531.0 

8 

5.5 

NM 

39.1 

28 

LANCASTER  COLONY  (6) 

259.0 

8 

893.9 

9 

25.4 

14 

82.0 

12 

9.8 

9.4 

24.7 

16 

Mccormick  (1) 

537.4 

6 

1732.5 

2 

45.8 

20 

43.5 

-50 

8.5 

7.5 

9.7 

45 

NABISCO  HOLDINGS 

2483.0** 

5 

8889.0 

7 

110.0 

NM 

17.0 

NM 

4.4 

NM 

0.4 

NM 

PILGRIM'S  PRIDE  (3) 

297.8 

11 

1169.5 

20 

10.1 

NM 

6,3 

NM 

3.4 

NM 

4.4 

46 

QUAKER  OATS 

1058.2 

-10 

5199.0 

-13 

18.1 

NM 

247.9 

-55 

1.7 

NM 

19.7 

19 

RALCORP  HOLDINGS  (3) 

292.9 

-1 

1025.0 

-1 

13.1 

-11 

-48.4 

NM 

4.5 

5.0 

-45.1 

NM 

RALSTON  PURINA  (3) 

1750.3 

7 

6235.3 

-9 

137.4 

7 

370,6 

13 

7.8 

7.8 

51.8 

23 

SARA  LEE  (6) 

5269.0 

8 

19225.0 

5 

317.0 

12 

970.0 

13 

5.0 

5.8 

21.2 

20 

SAVANNAH  FOODS  &  INDUSTRIES  (3) 

303.1 

0 

1145.0 

2 

9.1 

158 

12,5 

NM 

3.0 

1.2 

7.2 

32 

SENECA  FOODS  (9) 

291.2 

45 

667.4 

32 

0.4 

55 

7,8 

NM 

0.1 

0.1 

8.4 

12 

SMITHFIELD  FOODS  (8) 

969.2 

113 

3422.9 

108 

9.0 

95 

27.5 

18 

0.9 

1,0 

10.3 

24 

STARBUCKS  (31 

239.1 

41 

766.1 

48 

14.4 

50 

47.0 

74 

6.0 

5.6 

10.4 

52 

THORN  APPLE  VALLEY  (7) 

259.1 

3 

1014.1 

21 

2.0 

NM 

-14.5 

NM 

0.8 

NM 

-18.1 

NM 

TYSON  FOODS  (3) 

1527.9 

-1 

6434.9 

12 

44.6 

3 

88.2 

-58 

2.9 

2,8 

5.6 

56 

WLR  FOODS  (6) 

264.4 

-1 

1015.6 

5 

-5.4 

NM 

-27.3 

NM 

NM 

1,8 

-18.9 

NM 

WRIGLEY  (WM.)  JR. 

467.7** 

5 

1850.6 

5 

54.4 

18 

230.3 

3 

11.6 

10,4 

25.5 

30 

(C)  FOOD  RETAILING 

GROUP  COMPOSITE 

38578.3 

5 

143901.3 

5 

609.4 

29 

2375.9 

14 

1.6 

1.4 

23.1 

23 

ALBERTSON'S  (11) 

3375.8 

9 

13479.6 

9 

106.4 

1 

493.6 

8 

3.2 

3,4 

22.8 

18 

AMERICAN  STORES  (11) 

4563.4 

5 

18859.0 

6 

75.8 

12 

344,7 

6 

1.7 

1,5 

13.8 

18 

BRUNO'S  (11) 

694.2 

NA 

NA 

NA 

-51.1 

NA 

NA 

NA 

NM 

NA 

NM 

NA 

CASEY'S  GENERAL  STORES  (8) 

287.7* 

18 

1037.1 

15 

8.9 

1 

27.8 

9 

3.1 

3,6 

12.5 

18 

DELCHAMPS  (6) 

272.6 

-2 

1127,2 

4 

0,2 

-78 

4,2 

NM 

0,1 

0,3 

3.7 

35 

DOMINICK':'^  SUPERMARKETS  (2) 

511.4 

12 

2512,0 

NA 

-3,7 

NM 

-0,6 

NA 

NM 

NM 

-6.0 

NM 

EAGLE  FOOD  CENTERS  (11) 

248.3 

1 

1037,0 

4 

0,5 

NM 

-3,5 

NM 

0,2 

NM 

-13.6 

NM 

FOOD  LION 

2772.7 

9 

9005,9 

10 

66,6 

21 

205,1 

20 

2,4 

2,2 

17.8 

18 
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SHARE 

FOOD  (10) 

897.0 

3 

3931.2 

3 

18.9 

8 

112.7 

15 

2.1 

2.0 

13.0 

17 

1.89 

UNION  (9) 

537.2 

-1 

2317.3 

NA 

-31.7 

NM 

-135.4 

NA 

NM 

NM 

NM 

NM 

-13.65 

ATLANTIC  &  PACIFIC  TEA  (10) 

2318.8 

1 

10072.4 

-1 

14.1 

82 

75.5 

102 

0.6 

0.3 

8.7 

16 

1.98 

FORD  BROTHERS 

764.7 

12 

2957.6 

15 

21.1 

25 

75.2 

7 

2.8 

2.5 

13.6 

20 

1.78 

MARKETS  (3) 

381.1 

7 

1496.3 

6 

5.3 

11 

21.3 

19 

1.4 

1.3 

12.2 

13 

1.13 

6199.2 

6 

25170.9 

5 

125.5 

15 

352.7 

11 

2.0 

1.9 

NM 

19 

2.68 

RAFFIC  (11) 

811.1" 

-4 

3429.3 

-1 

-15.9 

NM 

-62.8 

NM 

NM 

NM 

NM 

NM 

-5.78 

Y  FOOD  CENTERS 

258.1 

8 

805.3 

10 

8.6 

32 

25.4 

26 

3.3 

2.7 

39,5 

24 

1,71 

K(3) 

574.1 

8 

2186.9 

7 

11,6 

44 

46.3 

19 

2.0 

1.5 

13.0 

15 

1,00 

AY 

5486.9 

6 

17269.0 

5 

151.6 

33 

460.6 

40 

2.8 

2.2 

40.5 

25 

1.93 

S  FOOD  &  DRUG  CENTERS 

766.2 

-4 

2890.0 

-6 

7.8 

NM 

-122.4 

NM 

1.0 

NM 

NM 

NM 

-6.28 

MARKETS  GENERAL  HOLDING  (11)  973.9 

-2 

4065.9 

-2 

-3.9 

NM 

39.1 

-3 

NM 

NM 

NM 

NA 

NA 

1264.2 

3 

5407,4 

7 

35.1 

66 

104,7 

54 

2.8 

1,7 

14.2 

29 

2.34 

1ARKETS 

462.7 

6 

1753,2 

6 

20.1 

-12 

78.9 

-1 

4.4 

5.2 

9.8 

16 

1,87 

)IXIE  STORES  (6) 

4057.2 

2 

13090,8 

4 

47.7 

-34 

232.0 

-5 

1.2 

1.8 

17.6 

20 

1,54 

UEL 

TRY  COMPOSITE 

139298.2 

24 

503882.3 

15 

7309.2 

185 

27723.9 

67 

5.2 

2.3 

17.1 

17 

4.13 

>AL,  OIL  &  GAS 

'  COMPOSITE 

132296.0 

OA 

1  A 

D/3U.D 

C  1 

3. 1 

I  /  .H 

ID 

OA  HESS 

2283.5" 

8 

8929.7 

19 

119.8 

NM 

660.1 

NM 

5.2 

NM 

20.6 

8 

7.09 

9132.0 

31 

32150,0 

19 

871.0 

321 

2834.0 

52 

9.5 

3.0 

17.9 

15 

5.69 

E 

304.6** 

56 

977.2 

30 

51.2 

499 

121.4 

501 

16,8 

4,4 

8.2 

25 

1.42 

»D(3) 

3196.0 

9 

12561.0 

9 

36.0 

-59 

160.0 

111 

1,1 

3,0 

9.1 

20 

2.16 

1C  RICHFIELD 

5129.0 

28 

18592,0 

18 

380.0 

9 

1663.0 

21 

7.4 

8,7 

22.3 

13 

10.18 

GTON  RESOURCES 

399.0 

68 

1293,0 

48 

110.0 

378 

255.0 

NM 

27,6 

9.7 

11.4 

22 

2.02 

DN 

9908.0 

30 

37580,0 

20 

464.0 

NM 

2607.0 

180 

4.7 

NM 

15.8 

16 

3.99 

\L 

3070.6 

15 

11894.6 

14 

293.0 

163 

500.2 

85 

9.5 

4.2 

17.0 

10 

4.54 

33735.0** 

23 

119560,0 

9 

2495.0 

49 

7510.0 

16 

7.4 

6.1 

17.4 

17 

6.02 

1075.6 

25 

4081.2 

13 

38.2 

NM 

153.2 

47 

3.6 

NM 

12.4 

10 

4.91 

/IcGEE 

518.5 

25 

1931,1 

10 

59.2 

61 

220.1 

NM 

11,4 

8.9 

16.3 

15 

4.44 

1031,4* 

52 

3353.1 

17 

42.3 

100 

130.2 

103 

4.1 

3.1 

21.2 

15 

2.27 

a  ENERGY  &  DEVELOPMENT  (ll)t     245  4 

41 

966.1 

17 

18.9 

88 

20.0 

-78 

7,7 

5.8 

3.8 

58 

0.38 

22236.0** 

10 

80781.9 

7 

676.0 

-13 

2964.0 

25 

3,0 

3.8 

15.7 

18 

7.38 

VOIL 

579.5** 

42 

2022.2 

24 

40.3 

NM 

126.0 

NM 

7.0 

NM 

10.9 

18 

2.80 

NTAL  PETROLEUM 

2792.0 

13 

10557.0 

1 

159.0 

NM 

698.0 

37 

5.7 

0.3 

16.2 

14 

1.86 

NERGY 

358.0** 

74 

1147.0 

2 

53.0 

425 

163.0 

3 

17.6 

5.8 

NM 

15 

1.55 

D!L 

609.2*' 

0 

2486.8 

0 

28.5 

NM 

133.9 

NM 

4,7 

NM 

13.8 

21 

2.88 

»S  PETROLEUM 

4347.0 

31 

15731.0 

18 

200.0 

83 

1303.0 

178 

4,6 

3.3 

30.7 

9 

4.96 

R  STATE 

309.6 

19 

1200.2 

16 

-5.9 

NM 

13.7 

684 

NM 

NM 

4.2 

33 

0.40 

3027.0*** 

24 

11300.0 

14 

-224.0 

NM 

-281.0 

NM 

NM 

0.0 

-34.6 

NM 

-4.43 

3  PETROLEUM 

240.2 

5 

975.4 

1 

42.6 

271 

76.7 

34 

17.7 

5.0 

29.4 

4 

2.90 

} 

12871.0** 

33 

45500.0 

24 

509.0 

NM 

2018.0 

177 

4.0 

NM 

19.9 

14 

7.52 

2762.5 

48 

9922.6 

36 

30.2 

-11 

146.3 

90 

1.1 

1.8 

13.9 

26 

3.49 

t/IAR  DIAMOND  SHAMROCK 

2720.2* 

31 

10208.4 

26 

-118.9 

NM 

-35.9 

NM 

NM 

1.4 

-10.7 

NM 

-0.54 

PACIFIC  RESOURCES  GROUP 

566.3 

60 

1831,0 

35 

114.3 

-18 

320.8 

-9 

20.2 

39.4 

21.2 

20 

1.28 

TEXAS  PETROLEUM  HOLDINGS 

300.0 

40 

1008,0 

18 

40.0 

67 

152.0 

49 

13.3 

11.2 

29.6 

12 

1.75 

L 

1384.0** 

19 

5328,0 

21 

3.0 

-91 

456.0 

83 

0.2 

2.8 

18.5 

24 

1,76 

ARATHON  GROUP 

4439.0* 

26 

16332,0 

18 

167,0 

NM 

671.0 

NM 

3.8 

NM 

20.8 

12 

2.33 

]  ENERGY 

1604.3 

73 

4990.7 

56 

18.8 

45 

72.7 

22 

1.2 

1.4 

5,7 

23 

1.40 

R  RESOURCES 

1121.6 

91 

3381,8 

70 

69.1 

80 

220.0 

114 

6.2 

6.5 

95,0 

15 

2.26 

TROLEUM  SERVICES 

P  COMPOSITE 

7002.2 

26 

25209.4 

23 

518.6 

60 

1671.5 

40 

7.4 

5.8 

13.6 

29 

2.40 

HUGHES  (3) 

808.6 

16 

3141,7 

15 

50.4 

55 

194.3 

52 

6.2 

4,7 

11,5 

27 

1.35 

VICES  (3) 

341.1 

65 

1099.9 

53 

20.0 

118 

51.3 

259 

5.9 

4,4 

6.1 

30 

1.41 

URTON 

1989.7** 

25 

7385,1 

26 

107.6 

37 

300.4 

21 

5,4 

4,9 

16.3 

29 

2.38 

AFFILIATES 

276.0** 

55 

887,2 

82 

29.0 

NM 

83.9 

NM 

10,5 

NM 

18.0 

25 

1.63 

MBERGER 

2515.7 

22 

8956,1 

18 

255.1 

53 

851,5 

31 

10,1 

8,1 

15.1 

30 

3.47 

INTERNATIONAL 

336.9** 

41 

1156,7 

32 

19.9 

54 

64,4 

41 

5.9 

5,4 

18.6 

25 

1.62 

RN  ATLAS 

734,2 

25 

2582.8 

16 

36.6 

35 

125.7 

26 

5,0 

4.7 

8.4 

27 

2.31 

lEALTH  CARE 

iTRY  COMPOSITE 

74199.6 

14 

282062.6 

13 

6524.7 

50 

25844.5 

23 

8.8 

6.7 

24.8 

27 

2.39 

lUG  DISTRIBUTION 

P  COMPOSITE 

20007.5 

19 

75264.8 

14 

196.1 

59 

1301.3 

21 

1.0 

0.7 

14.3 

28 

1.57 

SOURCE  HEALTH  (3) 

1746.9 

36 

6016,1 

25 

11,8 

34 

45.6 

26 

0.7 

0,7 

NM 

26 

1,94 

N  BRUNSWIG  (3) 

2822.1** 

19 

10387,5 

18 

18.2 

16 

76.1 

15 

0.6 

0.7 

13.1 

16 

1.89 

^AL  HEALTH  (6) 

2688.8 

23 

9694,0 

14 

38.5 

45 

131.7 

-13 

1.4 

1,2 

12.0 

46 

1.34 

1549.9 

14 

5528.1 

14 

63.3 

NM 

239,6 

NM 

4,1 

NM 

14.4 

22 

2.12 

D(ll) 

1280.4 

10 

5361.3 

11 

10.9 

95 

121,4 

31 

0  9 

0.5 

97.7 

18 

1.69 

DRUG  STORES  (11) 

666.9 

6 

2743,1 

5 

9,4 

6 

48.6 

-6 

1.4 

1.4 

9.2 

20 

1.23 

SON  (9) 

3486.6** 

35 

12370.4 

15 

-84,3 

NM 

6.3 

-95 

NM 

1.1 

0.6 

NM 

0.23 

D.S.  (7) 

1227.3 

8 

5280.9 

7 

16.0 

39 

86.7 

24 

1.3 

1.0 

9.7 

32 

1.29 

ID  (10) 

1484.6 

11 

5744.0 

7 

37,4 

15 

162.3 

5 

2.5 

2.5 

14.0 

21 

1.94 

lEEN  (4) 

3054.0 

13 

12139.6 

14 

75.0 

18 

383.1 

16 

2.5 

2.4 

18.4 

28 

1.54 
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COMPANY 


SALES 


PROFITS 


IVIARGINS 


RETURN  ON 
COMMON 


4TH 

CHANGE 

1? 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1996 

1996 

1995 

ENUINb 

RATIO 

SMIL 

7o 

SMIL 

% 

SMIL 

% 

SMIL 

% 

% 

% 

12-31 

2-7 

(B)  DRUGS  &  RESEARCH 

GROUP  COMPOSITE 

24323.4 

10 

91508.6 

10 

4010.3 

78 

15470.4 

28 

16.5 

10.2 

31.4 

27 

ALLERGAN 

311.8 

3 

1147.0 

7 

36.0 

-9 

•77.1 

6 

11.5 

13.1 

10.3 

30 

AMERICAN  HOME  PRODUCTS 

3480.8 

5 

14088.3 

5 

511.6 

527 

1883.4 

12 

14.7 

2.5 

28.9 

22 

AMGEN 

593.5 

16 

2239.8 

15 

178.0 

22 

679.8 

26 

30.0 

28.4 

35.7 

24 

BRISTOL-MYERS  SQUIBB 

3955.0 

10 

15065.0 

9 

716.0 

MM 

2850.0 

57 

18.1 

NM 

44.9 

22 

CHIRON 

343.4 

14 

1210.8 

19 

15.3 

-13 

55,1 

NM 

4.4 

5.8 

7.2 

50 

GENENTECH 

230.3*' 

4 

968.7 

6 

7.5 

-71 

118.3 

-19 

3.2 

11.6 

6.7 

57 

LILLY  (ELI) 

2061.1 

15 

7346.6 

9 

373.0 

20 

1523.5 

17 

18.1 

17.3 

25.2 

32 

MERCK 

5406.1 

19 

19828.7 

19 

1043.5 

22 

3881.3 

16 

19.3 

18.8 

34.1 

29 

PFIZER 

3160.0 

15 

11306.0 

13 

504.0 

24 

1929.0 

24 

16.0 

14.8 

29.4 

31 

RHONE-POULENC  RORER 

1524.1 

0 

5420.6 

2 

177.0 

20 

473.5 

20 

11.6 

9.7 

18.8 

23 

SCHERING-PLOUGH 

1414.3 

10 

5655.8 

11 

277.4 

16 

1212.8 

15 

19.6 

18.5 

54.1 

23 

WARNER-LAMBERT 

1843.0 

-1 

7231.4 

3 

171.0 

39 

786.5 

6 

9.3 

6.6 

31.5 

30 

(C)  HEALTH-CARE  SERVICES 


GROUP  COMPOSITE 

15751.9 

15 

60593.9 

19 

711.1 

13 

2276.3 

9 

4.5 

4.6 

11.4 

25 

BEVERLY  ENTERPRISES 

835.2 

3 

3267.2 

1 

-1.5 

NM 

52.0 

NM 

NM 

NM 

6.0 

29 

COLUMBIA/HCA  HEALTHCARE 

5138.0 

12 

19909.0 

13 

414.0 

17 

1505.0 

41 

8  1 

7,7 

18.3 

18 

FHP  INTERNATIONAL  (5) 

1108.3 

9 

4365.9 

9 

25.0 

79 

64.8 

181 

2,3 

1.4 

3.2 

39 

HORIZON/CMS  HEALTHCARE  (7) 

444.3** 

1 

1768.9 

3 

7.4 

-62 

31.4 

NM 

1,7 

4.4 

4.8 

22 

HUMANA 

1811.0** 

22 

6788.0 

44 

22.0 

-55 

12.0 

-94 

1.2 

3.3 

0.9 

NM 

LIVING  CENTERS  OF  AMERICA  (3) 

280.2 

4 

1124.3 

17 

10.3 

-5 

42.6 

50 

3.7 

4.0 

12.5 

14 

MAGELLAN  HEALTH  SERVICES  (3) 

346.8 

17 

1396.4 

18 

7.1 

-27 

29.8 

NM 

2,1 

3.3 

24.4 

25 

MANOR  PART 

351  6 

]  7 

1362  5 

24 

24  0 

15 

71  5 

_g 

6  8 

5  9 

119 

22 

MEDPARTNERS 

1267.8 

31 

4813.5 

34 

27.3 

NM 

-89.8 

NM 

2.2 

NM 

-13.2 

NM 

NOVACARE  (6) 

235.0 

17 

838.4 

0 

9.2 

24 

16.6 

-71 

3.9 

3.7 

3.5 

41 

ORNDA  HEALTHCORP  (4) 

537.1** 

29 

2290.8 

19 

26.4 

33 

106.4 

37 

4.1 

4.0 

15.8 

NA 

PACIFICARE  HEALTH  SYSTEMS  (3) 

1247.5** 

16 

4854.5 

21 

31.8 

14 

75.7 

-35 

2.5 

2.6 

8.8 

33 

PHYCOR 

230.8 

70 

765.3 

74 

11.2 

61 

36.4 

66 

4.9 

5.1 

8.4 

50 

QUORUM  HEALTH  GROUP  (6) 

342. 1 

25 

1229.7 

25 

20.1 

19 

75.4 

21 

5.9 

5.2 

15.7 

19 

TENET  HEALTHCARE  (7) 

1476. 1 

8 

5818.4 

25 

75.8 

-58 

246.4 

-36 

5.2 

13.3 

8.5 

23 

(D)  MEDICAL  PRODUCTS 

GROUP  COMPOSITE 

14116.8 

11 

54695.2 

10 

1607.2 

19 

6796.5 

19 

11.4 

10.6 

25.9 

26 

ABBOTT  LABORATORIES 

2995.8 

15 

11013.5 

10 

510.6 

10 

1882.0 

11 

17.0 

17.9 

39.9 

23 

BARD  (C.R.) 

314.2 

8 

1194.4 

5 

25.5 

16 

92.5 

7 

8.4 

7.8 

15.4 

17 

BAUSCH  &  LOMB 

434.8 

-4 

1925.8 

0 

15.8 

NM 

83.1 

-26 

3.6 

NM 

9.4 

25 

BAXTER  INTERNATIONAL 

1494.0 

10 

5438.0 

8 

158.0 

7 

575.0 

55 

10.6 

10.9 

22.3 

22 

BECTON,  DICKINSON  (3) 

655.8 

2 

2785.5 

1 

58.1 

31 

297.0 

13 

8.9 

7.0 

22.5 

22 

GUIDANT 

270.8 

9 

1048.5 

13 

42.3 

37 

55.8 

-35 

15  6 

12.4 

15.9 

64 

inHN<:nN  inHN<:nN 

jumiouii  oi  juniiijuii 

5502  0 

14 

21620  0 

1 5 

555  0 

20 

2887  0 

20 

10. 1 

9.6 

27.0 

28 

MAI  1  INPKRnnT 

57 1  1 

g 

2302  4 

7 

44  1 

1 5 

197  4 

1 5 

7  7 

7  3 

16  0 

15 

MEDTRONIC  (8) 

598.2 

15 

2324.3 

18 

128.3 

25 

490.2 

36 

21,5 

19.8 

24.3 

32 

OWENS  &  MINOR 

753.5 

1 

3019.0 

1 

4.8 

NM 

13.0 

NM 

0,6 

NM 

5.2 

42 

^TRYKFR 
o  1  n  1  rvcn 

243  4 

g 

910  1 

4 

30  8 

20 

104  5 

20 

12  7 

115 

20  5 

27 

II  ^  ^IIPniPAl 

283  1 

g 

1112  7 

g 

31  8 

51 

109  1 

38 

112 

7  5 

8  5 

31 

13  HOUSING  &  REAL 

ESTATE 

INDUSTRY  COMPOSITE 

13228.8 

11 

50713.1 

11 

710.4 

28 

1812.7 

-24 

5.4 

4.6 

14.9 

21 

(A)  BUILDING  MATERIALS 

GROUP  COMPOSITE 

8087.3 

9 

32609.0 

9 

500.1 

19 

1331.7 

-30 

6.2 

5.7 

18.9 

23 

AMERICAN  STANDARD 

1435.6 

10 

5804.6 

11 

45.3 

99 

-45.7 

NM 

3,2 

1.7 

NM 

NM 

LAFARGE 

448  4 

22 

1649.3 

12 

51.2 

42 

140,9 

9 

11,4 

9.8 

13.2 

11 

NORTEK 

240.4 

18 

969.8 

25 

7.3 

78 

22.0 

47 

3,0 

2.0 

19.2 

12 

OWENS  CORNING 

1002.0 

4 

3832.0 

6 

70.0 

6 

-284,0 

NM 

7,0 

5.8 

NM 

NM 

PPG  INDUSTRIES 

1754.5 

2 

7218.1 

2 

152.1 

-5 

744,0 

-3 

8,7 

9.4 

30.0 

13 

RPM  (7) 

315.1 

12 

1217.3 

13 

18.5 

14 

75,2 

17 

5,9 

5.8 

16.0 

18 

SHERWIN-WILLIAMS 

958.8 

29 

4132.9 

26 

39.1 

16 

229,2 

14 

4,1 

4.6 

16.8 

21 

TECUMSEH  PRODUCTS 

388.8 

2 

1784.6 

4 

20.5 

-15 

112,6 

-6 

5,3 

6.3 

11.9 

11 

TEXAS  INDUSTRIES  (7) 

237.5*' 

-5 

981.7 

7 

17.9 

-17 

79,2 

24 

7,5 

8.5 

17.9 

8 

USG 

558.0 

11 

2590.0 

6 

13.0 

NM 

15,0 

NM 

1,9 

NM 

NM 

NM 

VALSPAR  (2) 

238.6 

15 

859.8 

9 

17.3 

20 

55,9 

18 

7,3 

7.1 

22.0 

22 

VULCAN  MATERIALS 

397.5 

10 

1568.9 

7 

47.8 

10 

188,6 

13 

12,0 

12.0 

21.5 

11 

(B)  CONSTRUCTION  &  REAL 

ESTATE 

GROUP  COMPOSITE 

5141.5 

12 

18104.1 

15 

210.3 

53 

480.9 

6 

4.1 

3.0 

9.4 

16 

CEHTEX  f9) 

939.1'* 

19 

3658.2 

19 

27.5 

81 

93,3 

101 

2,9 

1.9 

12.1 

12 

CLAYTON  HOMES  (6) 

234.7 

11 

973.1 

16 

25.7 

17 

113,8 

19 

11,4 

10.8 

16,8 

15 

FLEETWOOD  ENTERPRISES  (8) 

748.8 

6 

2897.5 

4 

25.8 

18 

82,8 

8 

3,4 

3.1 

19,8 

13 

HOVNANi.sN  ENTERPRISES  (2) 

342.0** 

3 

807.5 

4 

12.4 

17 

17,3 

22 

3,5 

3.2 

8,9 

9 

KAUFMAN  &  BROAD  HOME  (1) 

520.8 

9 

1787.0 

28 

19.9 

11 

-61,2 

NM 

3,8 

3.7 

-19,4 

NM 

LENNAR  ( . 

375.3** 

37 

1181.2 

36 

28.6 

43 

88,0 

25 

7,6 

7.3 

12,7 

11 

M.D.C.  HOLOINGS 

252.3** 

11 

922.5 

7 

5.3 

92 

20,8 

21 

2,5 

1.5 

10,0 
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»ANY  SALES   PROFITS 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

ENDING 

RATIO 

PER 

SMIL 

% 

$MIL 

% 

$MIL 

% 

$Mll 

% 

% 

% 

12-31 

2-7 

SHARE 

737.5** 

10 

2373.2 

17 

25.3 

8 

63.2 

29 

3.4 

3.5 

7.6 

13 

2.52 

D  GROUP 

436.0 

-3 

1580.2 

0 

5.0 

NM 

15.8 

NM 

1.1 

NM 

4.5 

15 

0.87 

ROTHERS (2) 

260.4** 

30 

760.7 

18 

22.1 

30 

53.7 

8 

8.5 

8.5 

17.1 

12 

1,56 

(DEL) (6) 

293.7** 

23 

1162.9 

28 

10.8 

18 

-6.6 

NM 

3.7 

3.8 

-2.5 

NM 

-0.36 

.EISURE  TIME  INDUSTRIES 


5TRY  COMPOSITE  28800.8 

17 

101390.6 

16 

1825.6 

22 

7087.4 

13 

6.3 

6.1 

13.7 

25 

1.82 

^TING  PLACES 

P  COMPOSITE 

5136.4 

8 

19476.0 

7 

450.6 

44 

1842.7 

23 

8.8 

6.6 

16.8 

20 

1.63 

ER  INTERNATIONAL  (6) 

310,9 

7 

1203,4 

7 

11,6 

NM 

60,4 

50 

3,7 

NM 

9.4 

15 

0.76 

ER  BARREL  OLD  COUNTRY  STORE  (5) 

258,9 

17 

981,2 

20 

18,9 

12 

65,6 

-2 

7,3 

7,6 

11.2 

26 

1.08 

N  RESTAURANTS  (7) 

748,8 

2 

3178,9 

-1 

-11,2 

NM 

79,4 

673 

NM 

2,2 

6.5 

15 

0.50 

AKER(3) 

323,5** 

-2 

1055,7 

0 

9,0 

92 

24,4 

204 

2,8 

1.4 

47.5 

18 

0.62 

VIARRIOn  SERVICES 

392,5 

9 

1277,7 

10 

0,9 

NM 

14,3 

NM 

0,2 

NM 

NM 

26 

0.40 

HALO'S 

2821,6 

9 

10685,5 

9 

410,0 

12 

1572,6 

10 

14,5 

14.2 

18.4 

21 

2.21 

Y'S  (2) 

280,2 

18 

1092,7 

4 

11,4 

NM 

26,0 

133 

4,1 

NM 

NM 

13 

0.61 

[>TEL  &  MOTEL 

P  COMPOSITE 

6506.3 

12 

21613.5 

10 

212.0 

-8 

931.4 

12 

3.3 

4.0 

12.1 

27 

1.42 

S  CIRCUS  ENTERPRISES  (ll)t 
iH'S  ENTERTAINMENT 
I  HOTELS 

on  INTERNATIONAL 


338.0** 

-5 

1353.3 

8 

34,8 

-25 

121.2 

-2 

10.3 

13.2 

10.1 

30 

1.18 

374.6 

-1 

1588.1 

2 

-4.8 

NM 

98.9 

25 

NM 

NM 

13.2 

21 

0.95 

546.7** 

19 

1900.1 

15 

6.0 

-91 

156.3 

-10 

1.1 

13.8 

11.2 

35 

0.79 

1800.0 

5 

5600.0 

5 

66.0 

-3 

249.0 

20 

3.7 

4.0 

8.2 

26 

2.11 

3447.0 

18 

10172,0 

14 

110.0 

22 

306.0 

24 

3.2 

3.1 

23.9 

24 

2.24 

rHER  LEISURE 


P  COMPOSITE 

17158.1 

22 

60301.2 

22 

1163.0 

22 

4313.3 

10 

6.8 

6.8 

13.0 

27 

2.05 

CAN  GREETINGS  (10) 

647.7 

10 

2098.2 

7 

74,6 

327 

159.1 

41 

11.5 

3,0 

12.1 

14 

2.12 

WICK 

799.5 

20 

3160,3 

9 

29,1 

30 

185.8 

39 

3.6 

3,4 

15.5 

14 

1.88 

ma) 

475.0 

5 

2212,6 

11 

114,8 

36 

566.3 

26 

24.2 

18,6 

19.3 

18 

1.95 

f  (WALT)  (3) 

6278.0 

64 

21180,0 

67 

749,0 

51 

1467.0 

5 

11.9 

12,9 

9.1 

35 

2.13 

AN  KODAK 

4314.0 

5 

15968,0 

7 

-113,0 

NM 

1011.0 

-19 

NM 

6,7 

20.9 

30 

3.00 

Y-DAVIDSON 

381.5** 

2 

1531,2 

13 

37,3 

22 

143.4 

29 

9.8 

8.2 

21.6 

23 

1.90 

W  INTERNATIONAL  INDUSTRIES 

(6)  401.3 

15 

1451,8 

12 

19,6 

26 

57.8 

24 

4.9 

4.4 

13.0 

14 

3.29 

0 

1106.9 

8 

3002,4 

5 

99,1 

16 

199.9 

29 

9.0 

8,3 

12.1 

18 

2.27 

)N 

581.6 

4 

2278,2 

1 

-0,6 

NM 

-20.5 

NM 

NM 

NM 

-2.2 

NM 

-0.49 

L 

1190.5 

3 

3786.0 

4 

113,5 

1 

377.6 

6 

9.5 

9,7 

26.1 

19 

1.36 

OID 

663.4 

-2 

2275.2 

2 

13,0 

NM 

15.0 

NM 

2.0 

NM 

2.3 

NM 

0.32 

CARIBBEAN  CRUISES 

318.5 

10 

1357.3 

15 

26,7 

63 

150,9 

1 

8-4 

5,7 

14.2 

12 

2.37 

MANUFACTURING 

5TRY  COMPOSITE 

45469.8 

10 

173219.7 

10 

2625.3 

11 

10808.3 

23 

5.8 

5.8 

20.4 

18 

2.56 

ENERAL  MANUFACTURING 

P  COMPOSITE 

15956.5 

14 

61684.0 

11 

1083.2 

36 

4256.6 

35 

6.8 

5.7 

21.0 

21 

2.52 

IT  TECHSYSTEMS  (9) 

300.8 

17 

1239.9 

19 

16,2 

39 

66.9 

NM 

5.4 

4.5 

28.9 

9 

4.98 

DENNISON 

808.9 

4 

3222.5 

3 

47,7 

27 

175.9 

22 

5.9 

4-9 

21.1 

23 

1.68 

;le 

277.5 

28 

1017.5 

24 

13,1 

24 

55.7 

26 

4.7 

4-9 

18.1 

17 

1.80 

NG 

999.0** 

22 

3684.5 

12 

91,3 

30 

342.9 

NM 

9.1 

8.6 

35.5 

23 

1.50 

(9) 

677.5 

-6 

2382.4 

11 

26.2 

16 

9.5 

327 

3.9 

3.1 

2.1 

44 

0.46 

BRANDS (6) 

280.0 

6 

1094.7 

4 

15.4 

5 

68.3 

47 

5.5 

5.6 

17.3 

15 

1.62 

Ot 

407.4 

5 

1557.6 

4 

29.5 

2 

119.0 

22 

7.2 

7.5 

17.5 

15 

4.78 

(BRAND  INDUSTRIES  (1) 

422.0 

-1 

1684.0 

4 

39.0 

333 

140.0 

56 

9.2 

2.1 

19.8 

19 

2.02 

IS  TOOL  WORKS 

1296.7 

19 

4996.7 

20 

134.3 

26 

486.3 

25 

10.4 

9.7 

20.3 

21 

3.93 

ON  CONTROLS  (3) 

2761.3 

38 

10584.4 

25 

54.9 

21 

242.6 

21 

2.0 

2.3 

15.7 

16 

5.58 

IV  INDUSTRIES  (10) 

580.9 

11 

2309.9 

13 

-28.6 

NM 

47.3 

-47 

NM 

4.4 

6,4 

31 

0.74 

SOTA  MINING  &  MFG. 

3623.0 

10 

14236.0 

6 

375-0 

41 

1516,0 

16 

10,4 

8.0 

24,1 

23 

3.63 

LL 

757.6 

13 

2872.8 

15 

81.0 

22 

256,5 

15 

10,7 

9.9 

18.1 

21 

1.62 

R  HANNIFIN  (6) 

969.6 

18 

3851.9 

12 

52.6 

9 

237,5 

-1 

5,4 

5-9 

16.3 

14 

3.19 

IS  INDUSTRIES 

297.7 

5 

1191.9 

7 

16.8 

0 

62.3 

3 

5,7 

5-9 

43.1 

11 

2.24 

RMAID 

616.0 

6 

2355.0 

0 

19.9 

NM 

152.4 

155 

3,2 

NM 

15.0 

24 

1,01 

VA 

509.9 

15 

2032.9 

8 

24.5 

22 

102.7 

8 

4,8 

4.5 

23.0 

11 

3,51 

RWARE 

370.7 

-4 

1369.3 

1 

74.4 

0 

174.7 

2 

20,1 

19,3 

69,1 

17 

2.76 

ACHINE  &  HAND  TOOLS 

P  COMPOSITE 

4024.7 

5 

14836.0 

6 

127.7 

-53 

598.2 

-11 

3.2 

7.1 

12.3 

24 

1.55 

&  DECKER 

1454.8 

1 

4914,4 

3 

90.6 

-34 

159.2 

-26 

6,2 

9,5 

10,9 

20 

1.64 

"iNATI  MILACRON 

453.8 

9 

1729.7 

5 

19.9 

-71 

66.3 

-37 

4,4 

16,3 

15.6 

14 

1.73 

m 

496.6 

15 

1811.9 

22 

34.9 

19 

128.0 

21 

7,0 

6,8 

17.0 

22 

2.13 

\mUi  (6) 

273.4 

6 

1114.5 

6 

14.6 

5 

72.0 

-2 

5,3 

5,4 

15.6 

15 

2.70 

ON 

409,2** 

18 

1485,3 

15 

36.5 

18 

131.5 

16 

8,9 

8,9 

15.9 

17 

2.16 

EY  WORKS 

251,5 

-3 

1109,4 

1 

-65.8 

NM 

-55.6 

NM 

NM 

NM 

-32.0 

NM 

-3.98 

685,4 

2 

2670,8 

2 

-3.0 

NM 

96-9 

54 

NM 

0,1 

12.4 

34 

1.09 
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CORPORATE  SCOREBOARD 


4TH  CHANGE            12  CHANGE         4TH  CHANGE          12  CHANGE  4TH  4TH  EQUITY  PRICE-  H 

QUARTER         FROM  MONTHS        FROM  QUARTER  FROM  MONTHS  FROM  QUARTER  QUARTER  12  MONTHS  EARNINGS  il 

1996            1995            1996           1995          1996  1995          1996  1995  1996  1995  ENDING  RATIO 

SMIL             %  $MIL            %           $MIL  %           SMIL  %  %  %  12-31  2-7 


(C)  SPECIAL  MACHINERY 

GROUP  COMPOSITE  22055.0  9      83181.8       11     1339.7         8     5430.3       18        6.1      6.1       21.8  15 


AGCO  690.1"  19  2317.5  12  40.0  19  129.4  0  5.8  5.8  18,1  12 

APPLIED  MATERIALS  (2)  861.0  -12  4144.8  35  73.1  -53  599.6  32  8.5  15.8  25.3  15 

BRIGGS  &  STRATTON  (6)  299.7  -9  1229.6  -3  16.7  -30  83.2  4  5.6  7.3  17.1  16 

CASE  1524.0  19  5176.0  5  102.0  31  349.0  1  6.7  5.1  17.3  11 


CATERPILLAR  4465.0  6  15522.0  3  381.0  27  1361.0  20  8.5  7.1  34.2  11 

COLTECINDUSTRIES  298.3  9  1159.7  5  21.7  76  54.6  58  7.3  4.5  NM  25 

DEERE  (2)  2918.6**  7  11229.4  9  173.9  15  817.3  16  5.0  5.5  23.0  13 

DOVER  1044.0  3  4075.3  9  80.3  17  390.2  40  7.7  6.8  27.5  15 


DRESSER  INDUSTRIES  (2)  1822.9  12  6533.2  16  85.4  1  257.5  21  4.7  5.2  16.3  22 

FMC  1352.8  15  4969.4  12  44.6  78  218,1  2  3.3  2.1  25.4  12 

HARNISCHFEGER  INDUSTRIES  (2)  715.5  15  2887.6  32  19.8  -35  114.2  24  2.8  4.9  17.0  19 

INGERSOLL-RAND  1740.3  7  6702.8  17  109.3  14  358.0  32  5.3  5.9  17.9  14 


LAM  RESEARCH  (6)  236.5**  -17  1225.0  21  2.5  -93  90.2  -24  1.1  11.8  14.5  12 

McDERMOn  INTERNATIONAL  (9)  744.7  -3  3307.8  2  16.6  152  -7.5  NM  2.2  0.9  -2.5  NM 

PENTAIR  426.9  13  1567.1  12  22.3  24  74.5  23  5.2  4.8  13.9  17 

STEWART  8.  STEVENSON  SERVICES  (11)  336.8  4  1098.4  -10  7.2  -52  20.1  -70  2.1  4.6  4.3  41 


TIMKEN  515.8  11         2394.8  7         39.0        40        138.9       24         6.3       5.0        15.1  12 

TYCO  INTERNATIONAL  (6)  1512.9  30         5721.8        18         91.3         29        348.1       28         5.7       5.7        16.3  25 

U.  S.  FILTER  (9)  339.3  82  918.8        54         13,1         87  33.8       64         3.9       3.8  8.5  53 


(O)  TEXTILES 

GROUP  COMPOSITE  3433.6  7      13518.0         5        74.6         9       523.2      44        2.2      2.1        17.3  14 


BURLINGTON  INDUSTRIES  (3)  475.5  -7  2146.1  -3  9.4  11  42.5  -34  2.0  1.7  5.9  19 

COLLINS  &  AIKMAN  (  1  1)  371.0  24  1391.5  15  13.7  -24  207.9  169  3.7  5,1  NM  3 

FIELDCREST  CANNON  279.5  -2  1092.5  0  2.3  NM  1.1  NM  0.8  NM  -1.5  NM 

MOHAWK  INDUSTRIES  455.5  12  1795.1  9  12.5  NM  49.1  655  2.7  NM  14,7  18 


SHAW  INDUSTRIES  875.0  24         3201.0        12         -2.7        NM  34.0      -47         NM       2.7  5.1  56 

SPRINGS  INDUSTRIES  545.6  -8         2243.3  0         10.5       -50  88.4       23         1.9       4  4        11.3  10 

UNIFI  ((.)  419.3  4         1648.5  3         28.8         19        100.2         4         6.9       6.0        17.8  21 


16  METALS  &  IVIINING  

INDUSTRY  COMPOSITE  18588.2  2      73202.3         0      214.2      -78     2155.5     -45        1.2      5.3         8.5  23 


(A)  ALUMINUM 

GROUP  COMPOSITE  6850.5         -2      27926.1         2      147.8      -54       900.0     -41        2.2      4.6         9.9  22 


ALUMAX  695.2  -5  3159.3  8  19.1  -57  250.0  5  2.7  6.1  14.8  7 

ALUMINUM  CO.  OF  AMERICA  3257.7  5  13061.0  5  136.1  -10  514.9  -35  4.2  4.9  11.9  23 

KAISER  ALUMINUM  538.4  -9  2190.5  -2  -3.3  NM  8.2  -85  NM  3.6  -0.3  NM 

MAXXAM  622.2  -8  2543.3  -1  -5.1  NM  22.9  -50  NM  3.3  NM  20 

REYNOLDS  METALS  1735.0  -7  6972.0  -3  1.0  -99  104.0  -73  0.1  4.5  2.6  58 


(B)  STEEL 

GROUP  COMPOSITE  9121.9  3      35898.2         0      -86.9       NM       440.1     -63        NM      3.1         4.0  37 


AK  STEEL  HOLDING  608.2  15  2301.8  2  30.7  -44  145.9  -45  5.0  10.4  17.4  8 

ARMCO  413.6  4  1724.0  11  13.2  NM  26.0  11  3.2  NM  NM  56 

BETHLEHEM  STEEL  1149.0  0  4679.0  -4  -346.5  NM  -308.8  NM  NM  2.8  -28.3  NM 

COMMERCIAL  METALS  (4)  531.0"  -10  2263.1  -1  9.2  -15  44.4  4  1.7  1.8  12.9  10 


INLAND  STEEL  INDUSTRIES  1122.2  0  4584.1  -4  0.8  -97  59.0  -53  0.1  2.2  7.3  15 

LTV  1017.4  -3  4134.5  -3  34.5  -1  109.2  -44  3.4  3.3  7.2  12 

NATIONAL  STEEL  766.5  4  2954.0  0  25.5  72  44.6  -58  3.3  2.0  6.3  12 

QUANEX  (2)  263.1  15  895.7  1  11.5  18  32.9  -3  4.4  4.3  15.9  11 


ROUGE  STEEL  318.1  4  1307.4  8  -8.5  NM  23.4  -75  NM  3.2  5.5  17 

USX-U.  S.  STEEL  GROUP  1765.0  7  6547.0  1  127.0  105  275.0  -9  7.2  3.8  17.4  11 

WALTER  INDUSTRIES  (7)  397.9  5  1494.9  0  7.5  NM  -60.7  NM  1.9  NM  -20.6  NM 

WEIRTON  STEEL  340.5  1  1383.3  2  -12.4  NM  -44.5  NM  NM  0.8  -22.4  NM 

WORTHINGTON  INDUSTRIES  (7)  429.3  21  1529.4  12  20.5  -22  83.8  -24  4.8  7.4  12.4  21 


(C)  OTHER  METALS 

GROUP  COMPOSITE  2615.8  7       9378.0       -4      153.3      -58       815.3     -30        5.9     14.9       12.8  18 


CYPRUS  AMAX  MINERALS  753.0  2  2843  0  -11  -52.0  NM  77.0  -38  NM  13.0  2.4  35 

FREEPORT-McMORAN  COPPER  &  GOLD  617.5  16  1905  0  4  87.8  29  226.2  -11  14.2  12.7  56.9  32 

PHELPS  DODGE  970.5  -8  3785.5  -10  102.2  -45  451.8  -38  10.5  18.1  16.8  10 

PRECISION  CASTPARTS  (9)  274.5  115  843.4  52  15.3  30  50.3  30  5.6  9.2  15.3  21 


17  NONBANK  FINANCIAL  

INDUSTRY  COMPOSITE  94079.3         14    357341.8       11    8218.3        24    30526.2       19        8.7      8.0       15.1  16 


(A)  FINANCIAL  SERVICES 

GROUP  COMPOSITE  47054.2         18    178920.5       15    4931.1        32    18887.7       32      10.5      9.4       21.1  15 


ALEX.  BROWN                                      254.4*'  7  1059.4  31  37.3  12  154.1  61  14.1  13.5  25.4  9 

AMERICAN  EXPRESS  4255.0**  5  15237.0  3  594.0  54  1901.0  22  14.0  9.5  22.3  17 

ASSOCIATES  FIRST  CAPITAL  1892.6  18  7098.2  16  234.3  20  857.0  19  12.4  12.2  15.8  19 

BEAR  STEARNS  (b)  1556.5  31  5492.0  25  176.5  58  576.5  55  11.3  8.8  23.5  8 


BENEFICIAL  456.1"  6  1959.1  24  23.3  238  281.0  87  5.1  1.6  17.6  14 

BLOCK  (H&R)  (8)  252.2  15  1699.8  18  -74.1  NM  53.9  -50  NM  NM  6.2  62 

CAPITAL  ONE  FINANCIAL  416.3  45  1423.9  41  40.3  6  155.3  23  9.7  13.2  21.0  18 

COUNTRYWIDE  CREDIT  INDUSTRIES  (10)  557.5  23  1539.3  9  65.9  25  245.7  57  11.8  11.7  16.2  13 


106  1,1  '.nji      WEEK  /  MARCH  3,  1997 


IPORATE  SCOREBOARD 


MARGINS  pQjj^Qfj  ,2 

4TH           CHANGE            12          CHANGE         4TH         CHANGE          12         CHANGE        4TH        4TH  EQUITY  PRICE-  MONTHS' 

QUARTER         FROM          MONTHS        FROM       QUARTER       FROM        MONTHS        FROM       QUARTER  QUARTER  12  MONTHS  EARNINGS  EARNINGS 

1996            1995            1996           1995          1996          1995          1996          1995          1996       1995  ENDING  RATIO  PER 

SMIL             %             $MIL            %           $MIL           %           SMIL           %            %          %  '     12-31  2-7  SHARE 


l/ITTER,  DISCOVER  1614.9**  13  6230.1  10  227.8  28  951.4  11  14.1  12.4  19.1  15  2.79 

)SON,  LUFKIN  &  JENREHE  952.6  19  3490.8  27  73.1  27  291.3  63  7,7  7.2  19.7  9  4.55 

DS(A.G.)(10)  404.5  12  1645.3  23  51.0  19  208.6  36  12.6  11.9  17.4  12  3.21 

X  487.6  16  1811.2  12  53.8  21  177.6  20  11.0  10.6  48.9  26  1.22 


MAE  6526.5**  11  25053.9  13  712.6  74  2753.6  28  10.9  7.0  24.7  16  2.50 

iL  HOME  LOAN  MORTGAGE  3217.0  25  12032.0  27  321.0  10  1258.0  15  10.0  11.3  20.3  19  1.67 

IMERICAN  FINANCIAL  425.5**  17  1597.6  28        11.8  20  53.6  606  2.8  2.7  15.9  9  4.68 

.IN  RESOURCES  (3)  440.0**  28  1620.0  16        96.2  30  337.0  21  21.9  21.6  24.1  22  2.69 


TREE  FINANCIAL  340.2  33  924.1  30  81.4  17  308.7  22  23.9  27.2  24.7  18  2.20 

HOLD  INTERNATIONAL  1334.5  7  5058.8  -2  163.6  24  538.6  19  12.3  10.6  18.7  19  5.30 

N  BROTHERS  HOLDINGS  (1)  1068.0**  21  3444.0  12  127.0  87  416.0  72  11.9  7.7  11.7  10  3.24 

&  Mclennan  1052.5  10  4149.0  10  98.4  le  459.3  14  9.4  8.9  26.4  18  6.34 


.L  LYNCH  6601.0**  25  25011.0  16  445.0  47  1619.0  45  6.7  5.7  26.2  11  8.20 

N  STANLEY  GROUP  (1)  3127.0  16  13144.0  NA  236.0  25  1029.0  NA  7.5  6.9  20.3  11  6.27 

/EBBER  GROUP  1469.5**  7  5706.0  7  91.5  56  364.4  351  6.2  4.3  21.3  10  3.59 

MAE  905.3  -9  3590.1  -10  112.3  4  424.2  14  12.4  10.8  51.5  15  7.41 


ON  1054.0**       28        4282.0        36       228.0        36        907.0       98       21.6     20.3        19.2         7  7.88 

,B  (CHARLES)  600.5         22        2276.8        28        59.7        40        233.8       35        9.9       8.7        28.7       29  1.30 

.ERS  GROUP  5782.3**      36       21345.3        21       643.3  6      2331.0       27       11.1      14.2        19.0       15  3.50 


lURANCE 

'COMPOSITE  43362.2         11    164141.9         8    2977.7        11    10564.3        4        6.9      6.9       10.6       17  3.36 


4489.9**  33  15163.2  16  -107.1  NM  205.1  -57  NM  4.4  1,8  57  1.36 

1792.7  3  7039,9  -2  133,7  61  394,4  13  7,5  4.8  19.4  15  2.73 

TE                                         6057.0  4  24299.0  7  595.0  50  2075,0  9  9,8  6,8  16,3  14  4,63 

;AN  BANKERS  INSURANCE  GROUP      367.7  0  1529,0  12  26,2  16  94.5  31  7.1  6.2  16,2  13  4.39 


;AN  GENERAL                            1730,0**  3  6887,0  6  68.0  656  577.0  6  3.9  0.5  10.9  15  2.75 

;AN  STATES  FINANCIAL                  495.9  6  1984.0  -2  52.6  42  169.7  -5  10.6  7.9  13.4  9  3.03 

1069.4  20  3888.2  12  85.7  33  350.8  16  8.0  7.2  11.5  21  3.02 

4889.0**  2  18950.0  0  306.0  9  1056.0  400  6.3  5.9  15.1  11  13.85 


NATI  FINANCIAL                           459.2  10  1808.7  9  63.0  25  223.8  -2  13.7  12.0  7.1  16  3.92 

BLE  2241.2**  15  8304.9  14  -124.1  NM  206.0  -44  NM  4.0  4.8  30  0.93 

*LRE  2220.8  9  8192.1  15  248.1  8  893.1  8  11.2  11.3  12.0  15  11.00 

iTFORD  GROUP  3333.0  5  12473.0  3  205.0  45  -99.0  NM  6.2  4.4  -2.2  NM  -0.84 


ir  FINANCIAL  308.6  14  1140.3  13  29.1  40  100.7  36  9.4  7.7  9.5  13  3.36 

N  NATIONAL  1752.0**  -5  6721.3  1  142.8  90  513.6  7  8.2  4.1  11.8  11  4.91 

ISUALTY                                   374.9  3  1459.6  0  54.4  21  97.2  2  14.5  12.4  8.3  14  2.76 

PUBLIC  INTERNATIONAL  463.6  1  1803.8  5  62.5  -11  234.6  10  13.5  15.4  12.5  11  2.46 


IAN  967.6  10  3622.2  7  126.2  24  434.7  26  13.0  11.6  15.0  12  4.54 

FAR  FINANCIAL  555.9  4  2190.5  5  49.3  13  193.0  14  8.7  8.1  14.2  11  5.03 

I  1017.4**  6  4072.0  4  105.3  -9  439.0  10  10.4  12.1  11.2  11  3.48 

IL  1563.6  16  5734.2  13  153.3  5  557.9  4  10.4  11.5  14.1  10  6.49 


ERICA  (3)t                                422,1**  38  1551,3  39  80,4  24  290,0  36  19,0  21,2  20,8  22  2,06 

-DINGS                                     451,0**  -3  1829,0  -3  39,0  18  79,0  -33  8,5  7,1  6,4  27  1,30 

AMERICA  1526,6  7  6227,6  2  121.2  11  456.3  -3  7.5  7.2  13.1  13  6.59 

ERS/AETNA  PROPERTY  CASUALTY  2391.8  127  8197.4  79  261,7  94  390,5  -7  10,9  12,8  5.4  36  1  05 


Ht  381.5  0         1523.1  5         39.5  5        132.5      -12       10.4       9.9  9.1        15  3.51 

1027.7  -2         4042.7        -2         48.0       -23        238.0      -15         4.7       5.9        10.4        24  3.26 

902.0  0         3498.0  1        102.0         57        261.0       25       11.3       7.2        15.6        11  2.05 


VINGS  &  LOAN 

'COMPOSITE  3663.1  2      14279.2        -1      309.6        49      1074.2        4        8.5      5.8         8.1       22  2.00 


ISON(H.F.)  962.7**  1  3765.6  -14  91,2  50  145,3  -33  9,5  6,4  3,9  42  0,91 

:R  ONE  FINANCIAL  271,3  -1  1059.0  -5  42.9  NM  127,7  275  15,8  NM  13.8  18  2  57 

aE  FEDERAL  BANK  (5)  288.8**  12  1127.0  -1  23.2  NM  42.1  -25  8.0  NM  1.9  79  0  32 

i  WEST  FINANCIAL  576.4  4  2520.1  7  76.0  14  369.9  58  11.2  10.3  15.7  11  5.33 


WESTERN  FINANCIAL  915.6**       -3         3565.8  0  5.1       -95        115.8      -56         0,6      10,5  3,5       47        0  69 

'OINT  FINANCIAL  248,0**       -6         1016,4        40         33,9         74        132,5       23       13,7       7.4  9  1        20        3  02 

\RD  FEDERAL  BANCORPORATION       300.3**       15        1124.3        13        37.2        19        140.9       18       12  4     11  9        10  9       19       3  03 


FFICE  EQUIPMENT  &  COMPUTERS  

TRY  COMPOSITE  98143.8          10    346647.4        13    6198.8        55    18689.8       29        6.3      4.5       16.8       33  1.59 


ISINESS  IMACHINES  &  SERVICES 

'COMPOSITE  6762.1         18      24528.0        17      148.8      -16       912.2       17        2.2      3.1        15.8       24  1.56 


'COM  SYSTEMS  574.5  37  1995.2  38  7.4  3  30.5  47  1.3  1.7  20.1  14  0.63 

;  480.5  -4  1895.7  2  -25.0  NM  65.5  -31  NM  NM  9.2  39  0.80 

D  294.2  21  1030.2  19  28.3  31  97.4  28  9.6  8.8  17.5  29  2.12 

nUSTRIES  290.1  20  998.1  12  21.1  145  68.1  55  7.3  3.5  27.9  15  2.26 


GENT  ELECTRONICS  (11)  862.0  -9  3547.8  2  -93.4  NM  -103.8  NM  NM  NM  -85.3  NM  -2.93 

*''E'2)  1029.8  35  3516.4  20  5.2  NM  13.3  NM  0,5  NM  7.1  15  0.89 

(HERMAN)  (7)  377.1  15  1374.1  16  17.9  260  52.4  423  4.7  1.5  20.6  23  2.53 

?0_WES_  1058.7  8  3858.6  9  127.7  13  459.4  15  12.1  11.5  21.0  19  3.12 


lOS  &  REYNOLDS  (3)  314.3  35         1181.4        26         25.5         19  97.9       21         8,1       9  2        25  2        25        1  15 

WD  REGISTER  244,1  -2  944,0  5         17,4        32  53,2       32         7,1       5,3        13,9        15  2.20 

*™<11)  1236.7  47         4185.5        47         15.7       138  48.4      157         1.4       0.8        11.5       21        1  19 
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CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


m 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

QUARTER 

EROM 

MONTHS 

EROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

19% 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

SMIL 

% 

SMIL 

% 

SMIL 

% 

SMIL 

% 

% 

% 

RETURN  ON 
COMMON 

EQUITY  PRICE 

12  MONTHS  EARNING 

ENDING  RATIn 

12-31  2-7 


(B)  COMPUTERS  &  PERIPHERALS 


GROUP  COMPOSITE 


70090.5 


7  245139.1 


9  4573.9 


96  11264.4 


37 


6.5 


3.6 


16.1 


25 


AMDAHL 

491.8 

18 

1631.5 

8 

-33.9 

NM 

-325.7 

NM 

NM 

NM 

-50.5 

NM 

APPLE  COMPUTER  (3) 

2129.0 

-32 

8814.0 

-23 

-120.0 

NM 

-857.0 

NM 

NM 

NM 

-44.6 

NM 

AST  RESEARCH 

611.4 

0 

2103.6 

-10 

-58.0 

NM 

-417.7 

NM 

NM 

NM 

NM 

NM 

rniuiPAn  roMPiiTPP 
bUivirMU  uumruicn 

9^ 

AA9  n 

/I  A"^ 

A  A 

D  A 
O.J 

i  .  / 

91  A 

18 

DATA  GENERAL  (3) 

348.5 

5 

1343.1 

11 

10.4 

121 

33.9 

NM 

3.0 

1.4 

9.9 

22 

DELL  COMPUTER  (11) 

2019.0 

43 

6885.8 

44 

149.0 

98 

412.8 

57 

7.4 

5.3 

48.5 

31 

DIGITAL  EQUIPMENT  (6) 

3357.7 

-15 

13509.7 

-5 

31.9 

-79 

-342.8 

NM 

1.0 

3.8 

-10.9 

NM 

CIVIU 

OOO.H 

9A 

9970  7 

1  OA  ^ 

1  nn 
i  uu 

■3flA  9 

1  S3 
Lo 

IRQ 

9  n 

97 

9  "3 

GATEWAY  2000 

1552.8 

25 

5035.2 

37 

88.1 

50 

250.7 

45 

5.7 

4.7 

30.7 

19 

HEWLEH-PACKARD  C  ) 

10147.0 

12 

38420.0 

22 

548.0 

-4 

2586.0 

6 

6.4 

7.5 

19.2 

21 

INTERNATIONAL  BUSINESS  MACHINES 

23143,0 

5 

75947.0 

5 

2023.0 

18 

5429.0 

30 

8.7 

7.8 

25.5 

15 

IOMEGA 

397.1 

157 

1212.8 

272 

20.4 

105 

57.3 

574 

5.1 

6.7 

17.2 

39 

LEXMARK  INTERNATIONAL  GROUP 

586.9 

9 

2377.5 

10 

45.2 

NM 

127.8 

166 

6.6 

0.1 

23.7 

15 

MICRON  ELECTRONICS  (4) 

421.0 

-4 

OA  ft 

9t^ 

Q 

9n  Q 

Q  A 

NCR 

2040.0 

-10 

5963.0 

-15 

7.0 

NM 

"109.0 

NM 

0.3 

NM 

7.8 

NM 

QUANTUM  (9) 

1478.0 

22 

4988.1 

20 

52.4 

NM 

-62.1 

NIVl 

3.5 

NM 

-9.1 

NM 

SEAGATE  TECHNOLOGY  (6) 

2400.2 

3 

8558.8 

2 

212.6 

43 

285.5 

-39 

8.9 

6.4 

8.1 

43 

SILICON  GRAPHICS  (6) 

825.3 

Q9ylE  9 

1  9  ft 

NM 

■^n  1 

-oU.  i 

IN  IVI 

MA/1 
\\  IVI 

7  J5 

-1.0 

Vi  IVI 

STORAGE  TECHNOLOGY 

620.7 

11 

2039.6 

6 

57.8 

NM 

170.8 

NM 

10,9 

NM 

15.5 

15 

SUN  MICROSYSTEMS  (6) 

2081.6 

19 

7798.7 

22 

178-3 

41 

567.4 

27 

8.5 

7.2 

24.6 

24 

TANDEM  COMPUTERS  (3) 

435.7 

4 

1929.4 

2 

11.8 

NM 

28.3 

-35 

2.7 

NM 

0.4 

57 

3COM  (7) 

820.3 

/I  A 

97QA  7 

AO 

1  fiR  A 
i  Uj.D 

7 1 

1  9  Q 

9"^  A 

■3 1 
0  i 

UNISYS 

1811.5 

-3 

6370.5 

0 

55.7 

NM 

61.8 

NM 

3.1 

NM 

-34,5 

NM 

WESTERN  DIGITAL  (6) 

1118.6 

48 

3550.8 

46 

54.2 

75 

149.3 

65 

5.7 

4.8 

29,2 

22 

XEROX 

5075.0 

7 

17378.0 

5 

425.0 

-11 

1205.0 

3 

8.4 

10.0 

27.8 

15 

(C)  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

21291.2 

1  Q 

7CQ0A  0 

l'+/O.Z 

0 

—£. 

£.\J 

A  Q 
0.7 

ft  A 

1  ft 
io.3 

AMERICA  ONLINE  (6) 

409.4 

54 

1406.2 

99 

-154.8 

NM 

-477.3 

NM 

NM 

3.8 

NM 

NM 

AUTOMATIC  DATA  PROCESSING  (6) 

995.6** 

21 

3906.1 

23 

127.5 

17 

484.8 

15 

12.8 

13.3 

20.5 

25 

BAY  NETWORKS  (b) 

514.5 

-5 

2094.5 

19 

-172.9 

NM 

-82.9 

NM 

NM 

10.9 

-7.6 

NM 

BOM  INTERNATIONAL 

277.8 

J 

iUU  1 .0 

1  Q 
I  0 

1  7 

7  1 

1  7  7 

if./ 

A 
—^ 

U.D 

9  9 

lU.o 

00 

CABLETRON  SYSTEMS  (10) 

359.0 

27 

1314.3 

29 

69.0 

28 

172.2 

-13 

19.2 

19.1 

17.3 

27 

CERIDIAN 

404.1 

12 

1495.5 

12 

49.3 

NM 

181.9 

87 

12.2 

NM 

59.0 

15 

CISCO  SYSTEMS  (5) 

1434.8 

80 

4732.5 

82 

180.9 

0 

912.9 

71 

12.5 

22.7 

29.6 

47 

COMDISCO  (3) 

533.0'* 

1  Q 

i  i 

1  1  7  n 
i  i  /  .U 

A  7 

D.  J. 

1  yl 
i  D.4 

1  D 

COMPUSA  (6) 

1198.5 

22 

4253.7 

29 

23.7 

27 

73.0 

73 

2.0 

1.9 

19.9 

25 

COMPUTER  ASSOCIATES  INTERNATIONAL  (9) 

1053.0 

5 

3945.5 

23 

-313.3 

NM 

295.0 

NM 

NM 

22.5 

19.5 

51 

COMPUTER  SCIENCES  (9) 

1421.6 

15 

5241.3 

17 

57.4 

191 

154.3 

22 

4.0 

1.6 

10.9 

29 

ELECTRONIC  ARTS  (9) 

271.1 

13 

598.2 

14 

36,7 

25 

50.0 

10 

13.5 

12.2 

13.2 

35 

ELECTRONIC  DATA  SYSTEMS 

4006.1 

11 

14441.3 

15 

272.8 

1 

431.5 

-54 

6.8 

7.4 

9.5 

54 

FIRST  DATA 

1349.6 

21 

4934.1 

21 

224,3 

NM 

535.5 

NM 

16.5 

NM 

18.2 

28 

GTECH  HOLDINGS  (10) 

231.9 

24 

850.5 

15 

19.1 

19 

70.5 

21 

8.2 

8.5 

20.1 

21 

INFORMIX 

270.8 

23 

939.3 

32 

34.1 

-5 

97.8 

0 

12.5 

15.4 

17.1 

33 

INTERGRAPH 

294.1 

-2 

1095.3 

0 

-33.6 

NM 

-69.1 

NM 

NM 

2.4 

-14.4 

NM 

MICROSOFT  (5) 

2680.0 

22 

9435.0 

27 

741.0 

29 

2476.0 

35 

27.7 

26.2 

28.5 

52 

NOVELL  (2) 

383.7 

-20 

1374.9 

-33 

59.0 

0 

126.0 

-63 

15.4 

12.3 

7.8 

34 

ORACLE  (7) 

1311.4 

35 

4848.0 

39 

179.5 

31 

704.9 

48 

13.7 

14.2 

33.0 

38 

SABRE  GROUP  HOLDINGS 

375.0 

2 

1621.7 

5 

23.0 

-28 

187.2 

-17 

6.1 

8.7 

NM 

19 

SOFTWARE  SPECTRUM  (9) 

239.8 

104 

682.2 

78 

0.8 

-70 

1.2 

-85 

0.3 

2.4 

1.5 

81 

SYBASE 

257.8 

0 

1011.5 

5 

5.1 

-15 

-79.0 

NM 

1.9 

2.2 

-19.9 

NM 

VANSTAR  (8) 

543.7 

22 

2035.3 

25 

11.1 

124 

29.8 

223 

2.0 

1.1 

12.1 

22 

WANG  LABORATORIES  (6) 

353.7 

24 

1187.5 

8 

4.5 

-35 

-8.7 

NM 

1.2 

2.4 

-17.3 

NM 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

24240.1 

-6 

98017.0 

-6 

672.5 

-15 

3868.0 

-39 

2.8 

3.0 

9.4 

23 

(A)  FOREST  PRODUCTS 

GROUP  COMPOSITE 

6165.9 

-7 

25221.4 

-8 

^5.8 

NM 

161.3 

-92 

NM 

6.9 

1.3 

NM 

BOISE  CASCADE 

1262.7 

2 

5108.2 

1 

2.1 

-97 

9.1 

-97 

0.2 

5.7 

-2.3 

NM 

GEORGIA-PACIFIC 

3196.0 

-6 

13024.0 

-9 

2.0 

-99 

161.0 

-84 

0.1 

5.8 

4.5 

43 

LOUISIANA-PACIFIC 

567.3 

-15 

2485.0 

-13 

-14.7 

NM 

-200.7 

NM 

NM 

4.0 

-14.1 

NM 

RAYONIER 

302.3 

-8 

1178.1 

-1 

-62.5 

NM 

-0.2 

NM 

NM 

10.3 

0.0 

NM 

WILLAMETTE  INDUSTRIES 

837.6 

-12 

3425.2 

-12 

27.3 

-79 

192.1 

-63 

3.3 

13.8 

9.8 

18 

(B)  PAPER 

GROUP  COMPOSITE 

18074.1 

-6 

72795.5 

-5 

718.3 

118 

3706.7 

-15 

4.0 

1.7 

11.8 

20 

BOWATER 

372.2 

-32 

1718.3 

-14 

18.5 

-81 

204.1 

-21 

5.0 

17.5 

19.4 

9 

CHAMPION  INTERNATIONAL 

1432.2 

-18 

5880.4 

-15 

10.1 

-95 

141.3 

-82 

0.7 

12.5 

3.8 

29 

CHESAPEAKE 

295.0 

-1 

1158.6 

-6 

8.8 

-64 

30.1 

-68 

3.0 

8.2 

6.5 

24 

CONSOLIDATED  PAPERS 

354.0 

-20 

1545.1 

-2 

37.2 

-49 

179.3 

-22 

10.2 

15.1 

14.1 

12 

FORT  HOWARD 

384.5 

-7 

1580.8 

-2 

64.3 

208 

170.7 

410 

16.7 

5.0 

NM 

12 

INTERNATIONAL  PAPER 

5100,0 

0 

20100.0 

2 

-5.0 

NM 

303.0 

-74 

NM 

5.2 

3.2 

40 

JAMES  RIVEP  CORP  OF  VIRGINIA 

1299.7 

-18 

5590,5 

-15 

35.4 

64 

157.3 

24 

2.7 

1.4 

6.3 

28 

KIMBERLY-CLARK 

3323.6 

1 

13149,1 

-2 

347.1 

NM 

1403.8 

NM 

10.4 

NM 

32.6 

20 
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IPORATE  SCOREBOARD 


'ANY 


SALES 


PROFITS 


MARGINS 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

QUARTER 

EROM 

MONTHS 

EROM 

QUARTER 

EROM 

MONTHS 

EROM 

QUARTER 

QUARTER 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

$MIL 

% 

$MIL 

% 

SMIL 

% 

$MIL 

% 

% 

% 

1149.7 

1 

4706.5 

-9 

29.2 

-61 

189.9 

-45 

2.5 

6.5 

381.5 

-5 

1554.4 

-3 

18.9 

-36 

61.5 

-43 

5.0 

7.3 

421.9 

22 

1552.4 

12 

0.1 

NM 

190.5 

56 

0.0 

3.4 

778.7 

-11 

3045.5 

-7 

55.6 

-37 

212.2 

-25 

7.1 

10.2 

2771.0 

-9 

11114.0 

-6 

98.0 

-61 

463.0 

-42 

3.5 

8.2 

RETURN  ON 

COMMON  12  '■ 

EQUITY  PRICE-  MONTHS' 

12  MONTHS  EARNINGS  EARNINGS 

ENDING  RATIO  PER 

12-31  2-7  SHARE 


rcH 

LER 

ACO  (2) 
HAE'JSER 


8.5 
6.4 

33.4 
9.6 

10.1 


16 
20 
13 
14 
20 


3.57 
2.13 
0.85 
2.09 
2.34 


•UBLISHING  &  BROADCASTING 


;try  composite 


11726.4 

17 

39554.9 

11 

1305.3 

146 

2439.9 

68 

11.1 

5.3 

12.0 

33 

1.35 

671.3 

10 

2481.5 

9 

59,6 

-1 

190.0 

0 

8.9 

9.8 

11.3 

20 

1.96 

1195.2 

12 

4421.1 

18 

289.1 

95 

624.0 

35 

24.2 

13.9 

23.4 

18 

4.43 

379.4 

33 

1374.5 

31 

55.3 

42 

8.0 

NM 

14.6 

13.6 

-93.9 

NM 

-0.27 

706.4 

-6 

2774.8 

1 

75.7 

144 

267.9 

60 

10,7 

4.1 

24.1 

14 

2.75 

830.9 

11 

3074.7 

5 

307.9 

465 

495.7 

118 

37.1 

7.3 

47.9 

10 

4.96 

718.3 

10 

2615.0 

9 

52.7 

59 

84.5 

-38 

7.3 

5.0 

5.2 

47 

0.87 

874.6 

-5 

2967.6 

-6 

84.1 

-11 

50.6 

-79 

9.6 

10.3 

11.2 

83 

0.45 

342.2 

16 

999.6 

19 

38.5 

24 

35.0 

-20 

11.2 

10.6 

10.9 

28 

2.16 

324.8 

16 

1121.9 

9 

57.7 

96 

130.1 

39 

17.8 

10.4 

10.2 

23 

1.62 

3700.0 

57 

10064.0 

25 

59.0 

79 

-156.0 

NM 

1.6 

1.4 

-11.7 

NM 

-0.95 

871.4 

-10 

3401.0 

-1 

78.7 

NM 

206.4 

NM 

9.0 

NM 

17.1 

31 

1.55 

608.3 

2 

2405.7 

7 

81.8 

26 

282.8 

15 

13.5 

10.9 

20.4 

18 

2.15 

503.6 

9 

1853.4 

8 

65.3 

23 

220.8 

16 

13.0 

11.4 

17.3 

17 

20.05 

)NES 
TT 

)MMUNICATIONS 
r-RIDDER 


W-HILL 
ORK  TIMES 

^'S  DIGEST  ASSOCIATION  (6) 
USTIC  (  7)  

'S  (E.  W.) 
ifARNERt 
MIRROR 
IE 

NGTON  POST 


ERVICE  INDUSTRIES 


TRY  COMPOSITE 

40080.6 

21 

143199.9 

17 

328.9 

-73 

3192.6 

-32 

0.8 

3.7 

8.3 

40 

0.79 

mSTRUCHON  &  ENGINEERING 

P  COMPOSITE 

5127.9 

27 

16898.0 

16 

122.5 

22 

367.8 

0 

2.4 

2.5 

12.8 

24 

1.72 

<  MFG. 

272.0 

25 

870.2 

5 

7.9 

33 

25.8 

10 

2,9 

2.7 

22,0 

11 

3.35 

369.8 

-2 

1427.3 

1 

14.3 

-25 

54.5 

0 

3,9 

5.0 

14.4 

19 

1.15 

(2) 

3327.7 

29 

1 1015.2 

18 

78.9 

20 

268.1 

16 

2,4 

2.6 

16.1 

23 

3.17 

ENGINEERING  GROUP  (3) 

433.5 

-8 

1761.5 

-1 

10.9 

14 

41.7 

21 

2.5 

2.0 

14.7 

17 

1.61 

SON  KNUDSEN  (1) 

416.7** 

510 

1  S?S3 
1  oo 

Q9 

A  Q 
-4.0 

INIVI 

1  o 
I  .O 

4.3 

-4.0 

N  M 

-0.14 

&  WEBSTER 

308.1 

-6 

1 164.8 

18 

5.0 

NM 

-17.4 

NM 

1.5 

NM 

-5.5 

NM 

-1.32 

DUSTRIAL  DISTRIBUTION 

?  COMPOSITE 

17965.5 

30 

63412.7 

22 

-145.8 

NM 

1108.6 

-39 

NM 

3.3 

8.1 

29 

1.09 

(9) 

297.2 

43 

1086.3 

37 

11.0 

12 

44.5 

17 

3,7 

4.7 

13.0 

28 

0.66 

ANCE 

1091.4 

-7 

4386.7 

-11 

-595.5 

NM 

-549.7 

NM 

NM 

4.2 

-38.5 

NM 

-10.01 

SONS 

323^2 

-9 

1 1 50.3 

5 

5.6 

1 

0.0 

NM 

1.7 

1.6 

8.7 

12 

0.76 

D  INDUSTRIAL  TECHNOLOGIES  (6 

275.0 

0 

1 148.8 

4 

6.0 

16 

25.0 

24 

2.2 

1.9 

12.8 

14 

2.03 

(6) 

1331.7 

2 

5330.7 

11 

45.6 

-2 

185.0 

8 

3.4 

3.6 

12.0 

14 

4.24 

CASCADE  OFFICE  PRODUCTS 

556.7 

5 1 

14.5 

-2 

55.3 

28 

2.5 

3.9 

14.4 

27 

0.89 

CE  PRODUCTS  INTERNATIONAL 

375.9 

2 1 

1412.5 

25 

4.0 

8 

14.7 

1 19 

1.1 

1.2 

5.5 

23 

0.44 

AR(1) 

293.5 

20 

947.6 

17 

8.2 

29 

-6.4 

NM 

2  8 

2  6 

-6  7 

N  M 

-0  33 

463.9 

4 

1847.7 

4 

24.9 

19 

92,1 

21 

5.4 

4.7 

19.9 

16 

2.01 

4049.0 

59 

13289.0 

45 

132.0 

2 

584,0 

12 

3.3 

5.1 

16.5 

18 

2.31 

SCIENTIFIC  INTERNATIONAL 

555.2 

15 

2144.4 

49 

12.4 

520 

36,8 

NM 

2.2 

0.4 

9.5 

22 

1.96 

JER  (W.W.) 

904.1 

12 

3537.2 

8 

56.6 

11 

208,5 

12 

6.3 

6.3 

16.1 

19 

4.04 

S  SUPPLY  (11) 

371.7 

25 

1312.0 

22 

9.2 

83 

25,8 

50 

2.5 

1,7 

10.2 

11 

2.99 

239. r* 

-1 

953.7 

6 

7.1 

48 

23,6 

20 

3.0 

2.0 

11.9 

12 

1.06 

ALL  INDUSTRIES  (7) 

286.3 

-3 

1149.0 

3 

9.4 

-31 

42,3 

-12 

3.3 

4.6 

12.7 

13 

2.43 

2954.4 

174 

7260.2 

98 

47.7 

166 

113,3 

22 

1.6 

1.7 

11.4 

26 

0.83 

R  STANDARD  ELECTRONICS  (9) 

384.4 

46 

1498.9 

55 

5.6 

38 

24,0 

-4 

1.5 

1.6 

14.5 

15 

1.04 

ON  TULL 

569.0 

-1 

2394.1 

-2 

10.6 

-54 

63,3 

-29 

1.9 

4.0 

17.9 

9 

1.61 

JRCE  WORLDWIDE  (3) 

1728.5 

1 

7035.3 

-2 

20.2 

-16 

54.2 

-50 

1.2 

1.4 

5.8 

27 

0.81 

I  STATIONERS 

599.3 

9 

2298.2 

31 

9.7 

104 

32.0 

412 

1.6 

0.9 

39,9 

10 

2.03 

ELECTRONICS 

315-9 

6 

1244.5 

16 

9.5 

-10 

40.2 

11 

3.0 

3.5 

17,5 

13 

3.12 

)U.UTION  CONTROL 

P  COMPOSITE 

4497.0 

9 

17396.1 

4 

-153.4 

NM 

349.6 

-65 

NM 

4.6 

3.6 

NM 

0.15 

JING-FERRIS  INDUSTRIES  (3) 

1495.1 

5 

5843,6 

-1 

71.9 

-13 

-100,3 

NM 

4.8 

5.8 

-4.0 

NM 

-1.53 

Lie  INDUSTRIES 

663.1 

51 

2365,5 

32 

-65,0 

NM 

-27,9 

NM 

NM 

NM 

-8.2 

NM 

-0.12 

ECHNOLOGIES 

2338.8 

4 

9187,0 

1 

-160,3 

NM 

477,8 

-23 

NM 

5.0 

9.1 

32 

0.97 

ilNTING  &  ADVERTISING 

P  COMPOSITE 

2416.4 

-6 

8667.5 

1 

118.3 

1 

-96.2 

NM 

4.9 

4.6 

-4.8 

NM 

-0.46 

3) 

255.1 

-1 

984,8 

-3 

6,2 

-12 

10,5 

-62 

2,4 

2,7 

NM 

31 

0.43 

LLEY  (R.R.)&SONS 

289.3 

-5 

1083.8 

6 

15,0 

4 

50,9 

-5 

5,2 

4,7 

12.5 

14 

1.63 

1871.9 

-5 

6599.0 

1 

97,2 

2 

-157,6 

NM 

5,2 

4,8 

-9.4 

NM 

-1.04 

"HER  SERVICES 

P  COMPOSITE 

10073.9 

19 

36825.7 

18 

387.3 

11 

1462.9 

26 

3.8 

4.1 

13.5 

30 

1.03 

lOUSTRIES  (2) 

288.5** 

14 

1086.9 

13 

6.9 

18 

21.7 

19 

2.4 

2.3 

12.9 

17 

1.05 

/VARNER  SECURITY 

443.9 

3 

1711.2 

0 

6.2 

51 

13.9 

65 

1.4 

1.0 

47.3 

20 

0.59 

TERNATIONAL(ll) 

602.2 

22 

2051.4 

20 

-18.0 

NM 

117.2 

4 

NM 

8.8 

10.0 

70 

0.34 

EMAN  (8) 

347.1 

18 

1178.8 

-1 

5.8 

103 

-20.7 

NM 

2.0 

1.1 

-7,5 

NM 

-0.62 

VI 

249.0** 

120 

799.0 

93 

47.0 

131 

169.6 

113 

18.9 

18.0 

8.9 

55 

1.29 

920.7 

40 

3102.1 

41 

6.3 

41 

18.7 

60 

0.7 

0.7 

10.6 

17 

1.76 

M  SERVICES 

306.5 

25 

1147.2 

33 

10.0 

40 

23.0 

-3 

3.3 

2,9 

5.6 

27 

1.38 
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CORPORATE  SCOREBOARD 


4TH  CHANGE            12  CHANGE         4TH  CHANGE          12  CHANGE  4TH  4TH  EQUITY  PRICE-  H 

QUARTER         FROM  MONTHS        FROM  QUARTER  FROM  MONTHS        FROM  QUARTER  QUARTER  12  MONTHS  EARNINGS  E 

1996            1995            1996           1995          1996  1995          1996          1995  1996  1995  ENDING  RATIO 

$MIL             %  $MIL            %           $MIL  %           $MIL           %  %  %  12^31  2-7 


KELLY  SERVICES  890.9  24  3302.3  23  21.2  5  73.0  5  2.4  2.8  14.5  14 

MANPOWER  1615.9  16  6079.9  11  48.1  32  162.3  27  3.0  2.6  29.0  18 

N0RRELL(2)  279.0  18  1013.9  20  7.3  50  .25.3  46  2.6  2.1  25.8  28 

OLSTEN  931.0**  26  3377.7  20  16.6  -35  54.6  -39  1.8  3.4  7.4  26 


PHH(8)  604.1  2  2437.8  10  24.0  23  89.5  19  4.0  3.3  13.7  19 

PinSTON  BRINK'S  GROUP  243.2  13  909.8  15  18.0  20  59.7  17  7.4  7.0  19.0  18 

ROBERT  HALF  INTERNATIONAL  258.8  47  898.6  43  17.7  54  61.1  52  6.8  6.5  21.3  42 

SAFETY-KLEEN  297.0  13  923.1  7  20.4  14  61.1  15  6.9  6.8  13.2  15 


SERVICE  CORP  INTERNATIONAL  609.5  11         2294.2        39         73.8        31        265.3       45       12.1      10.3        12,4  26 

SERVICEMASTER  873.9  11         3458.3  8         64.6        43        245.1       43         7.4       5.7        30.8  15 

VOLT  INFORMATION  SCIENCES  (2)  312.8  2         1053.5        16         10.5         34  22.4       37         3.4       2.6        17.2  20 


22  TELECOMMUNICATIONS  

INDUSTRY  COMPOSITE  65621.2  8    245599.6         8    6905.3      326    26222.7      42      10.5      2.7       23.1  17 


(A)  EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE  33106.6         10    120864.7        11    2944.5       NM    10081.6     116        8.9      NM       18.6  18 


ADC  TELECOMMUNICATIONS  (2)  255.1  47  828.0  41  28.1  51  87.5  58  11.0  10.7  14.2  54 

AIRTOUCH  COMMUNICATIONSt  720.8  69  2251.7  39  26.7  138  199.0  51  3.7  2.6  4.4  80 

AT&T  13238.0  3  52184.0  3  1242.0  NM  5608.0  75  9.4  NM  26.6  11 

DSC  COMMUNICATIONS  390.6  4  1380.9  -3  17.5  -65  -7.6  NM  4,5  13.2  -0.7  NM 


EXCEL  COMMUNICATIONS  358,5  81  1351.3  167  31.1  60  144.4  225  8.7  9.8  44.8  14 

LCI  INTERNATIONAL  293.8  44  1103.0  64  21.7  35  74.8  47  7.4  7.9  17.7  23 

LUCENT  TECHNOLOGIES  (3)  7938.0  7  23797.0  11  859.0  NM  1083.0  NM  10.8  NM  30.8  32 

MCI  COMMUNICATIONS  4753.0  16  18494.0  21  318.0  12  1237.0  126  6.7  6.9  11.3  21 


SCIENTIFIC-ATLANTA  (6)  282.2  8  1088,5  -3         13.8  109  21.1  -57  4.9  2.5  4.4  70 

SPRINT  3622.0  8  14044.7  10  246.0  15  1190.9  26  6.8  6.4  14.2  15 

TELEPHONE  &  DATA  SYSTEMS  336.4  32  1214.6  27         12.1  -23  128.1  23  3.6  6.1  6.2  17 

TELLABS  272,9  51  869,0  37         59,4  56  118.0  2  21.8  21.0  20.0  64 

U.S.  ROBOTICS  (3)  645.4  77  2258.1  107         69.0  66  197.4  106  10.7  11.4  25.8  32 


(B)  TELEPHONE  COMPANIES 

GROUP  COMPOSITE  32514.7  7    124734.9         6    3960.9        38    16141.1       17      12.2      9.4       27.3  16 


ALLTEL  806.3  4  3192.4  3  96.9  5  291  7  -18  12.0  12.0  14.3  22 

AMERITECH  3884.0  10  14917.0  11  570.0  38  2134.0  6  14.7  11.7  28.8  16 

BELL  ATLANTIC  3371.3  7  13081.4  -3  345.6  -13  1739.4  -7  10.3  12.5  23.9  17 

BELLSOUTH  5050.0  6  19040.0  6  633.0  NM  2863.0  83  12.5  NM  21.6  15 


CINCINNATI  BELL  432.4  26  1573.7  18  51.6  NM  185.0  NM  11.9  NM  31.6  23 

FRONTIER  581.1  -4  2575.6  20  9.8  -83  217.9  51  1.7  9.6  20.4  16 

GTE  5751.0  7  21339.0  7  784.0  8  2798.0  9  13.6  13.5  40.2  16 

NYNEX  3330.3  0  13508.8  1  379.7  61  1346.0  25  11.4  7.1  19.9  17 


PACIFIC  TELESIS  GROUP  2449.0  7  9588.0  6  192.0  -17  1057.0  1  7.8  10.1  40.3  16 

SBC  COMMUNICATIONS  3768.4  9  13898.2  10  542.9  5  2101.2  11  14.4  15.0  30.7  16 

SOUTHERN  NEW  ENGLAND  TELECOMMS.  491.9**  6  1941.9  7  44.3  9  192.8  14  9.0  8.8  41.6  12 

US  WEST  COMMUNICATIONS  GROUP  2599.0  7  10079.0  6  311.0  10  1215.0  3  12.0  11.6  31.8  13 


23  TRANSPORTATION  

INDUSTRY  COMPOSITE  42114.2  8    163946.2         9     1837.9      214     7749.9      44        4.4       1.5       15.3  14 


(A)  AIRLINES 

GROUP  COMPOSITE  19090.0  7      78187.7         8      652.8       NM     3333.4      65        3.4      NM       28.9  9 


ALASKA  AIR  GROUP  359.2  5  1592.2  12  -5.6  NM  38.0  120  NM  NM  13.9  8 

AMERICA  WEST  HOLDINGS  439.9  11  1739.5  12  12.1  102  9.6  -82  2.7  1.5  1.5  69 

AMR  4333.0  3  17753.0  5  373.0  NM  1105.0  476  8.6  NM  20.9  6 

CONTINENTAL  AIRLINES  1561.0  10  6360.0  9  47.0  15  325.0  45  3.0  2.9  62.1  6 


DELTA  AIR  LINES  (6)  3197.0  9  12952.0  6  125.0  81  249.0  -51  3.9  2.3  8.2  48 

NORTHWEST  AIRLINES  2340.1  6  9880.5  9         26.0  622  536.1  57  1.1  0.2  NM  6 

SOUTHWEST  AIRLINES  831.8  11  3406.2  19         28.2  -35  207.3  14  3.4  5.8  12.8  16 

UAL  3976.0  8  16362.0  10         20.0  NM  600.0  59  0.5  NM  63.7  10 

USAIR  GROUP  2051.9  11  8142.4  9         27.2  -55  263.4  121  1.3  3.2  NM  8 


(B)  RAILROADS 

GROUP  COMPOSITE  9727.9         10      35993.0       11     1073.5      143     3589.4      49      11.0      5.0       13.4  16 


BURLINGTON  NORTHERN  SANTA  FE  2092.0  0  8187.0  33  244.0  NM  889.0  349  11.7  NM  15.6  15 

CONRAIL  943.0  -1  3714.0  1  147.0  NM  342.0  30  15.6  NM  10.8  25 

CSX  2703.0  0  10536.0  2  253.0  -8  855.0  38  9.4  10.2  17.1  12 

NORFOLK  SOUTHERN  1179.9**  2  4770.0  2  200.5  13  770.4  8  17.0  15.3  15.5  15 

UNION  PACIFIC  2810.0  42  8786.0  17  229.0  28  733.0  18  8.2  9.1  9.1  18 


(C)  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE  7106.5         10      27345.1         9        91.8      -62       646.1     -22        1.3      3.7         8.6  21 


AIRBORNE  FREIGHT                               652.0  8  2484.3  11  10.7  -10  27.4  15  1.6  2.0  6.5  21 

FEDERAL  EXPRESS  (7)  2852.4  12  10817.9  10  103.7  15  308.2  -2  3.6  3.5  11.2  19 

FRITZ  (7)                                            306.5  11  1078.3  NA  9.3  -27  16.8  NA  3.0  4.6  6.7  24 

GATX                                                405.2**  25  1414.4  13  18,9  1  102,7  2  4.7  5,8  11.6  11 


NEWPORT  NEWS  SHIPBUILDING  433,0  -7  1870,0  7  3,0  -80  55,0  -25  0,7  3.2  NA  10 

PITTSTON  BURLINGTON  GROUP  407,9  6  1501,8  6  10,6  3  33.8  3  2.6  2.7  11.1  11 

RYDER  SYSTEM  1356.7  1  5519.4  7  -99.3  NM  -31.3  NM  NM  4.2  -2.4  NM 

TRINITY  INDUSTRIES  (9)  692.9  15  2658.9  7  34.9  24  133.4  22  5.0  4.7  15.4  11 
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4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

ouiviiviuri 
EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

trIUlnIb 

RATIO 

PER 

SMIL 

% 

$MIL 

$Mll. 

% 

SMIL. 

% 

% 

% 

12-31 

2-7 

SHARE 

MICKMG  &  SHIPPING 

r  CUMrUol  1 1 

o 
o 

7 

1  Q  Q 

MM 
nivi 

1 R1  n 

a 
o 

n 

u.o 
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o.o 
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NOER  &  BALDWIN 

331.8" 

29 

1232.6 

21 

17.2 

37 

65.3 

101 

5.2 

4.9 

9.7 

18 

1.44 

725.5*' 

-6 

2739.1 

-5 

16.6 

NM 

69.5 

129 

2.3 

NM 

13.8 

9 

2.67 

SAS  BEST 

414.8 

0 

1659.2 

15 

-9.8 

NM 

-36.6 

NM 

NM 

NM 

-27.7 

NM 

-2.10 

■R  SYSTEM 

892.9 

11 

2718.1 

11 

2.0 

-92 

9.9 

-89 

0.2 

3.3 

1.4 

91 

0.25 

JANSPORTATION 

984.2 

12 

3662.2 

11 

19.5 

-9 

80.2 

-7 

2.0 

2.4 

6.3 

16 

1.59 

UDATED  FREIGHTWAYS 

554.0 

11 

2146.2 

2 

-25.8 

NM 

-55.6 

NM 

NM 

NM 

-19.9 

NM 

-2.52 

(J.  B.)  TRANSPORT  SERVICES 

381.4 

6 

1486.7 

10 

5.4 

NM 

22.1 

NM 

1.4 

NM 

6.0 

24 

0.58 

MY  EXPRESS 

782.1 

9 

2372.7 

4 

10.6 

NM 

21.9 

NM 

1.4 

0.1 

10.2 

19 

1.07 

IGHTWAYS 

342.0 

19 

1331.0 

16 

8.0 

19 

31.5 

-6 

2.3 

2.3 

12.0 

17 

1.41 

781.1 

5 

3072.5 

1 

-23.9 

NM 

-27.2 

NM 

NM 

NM 

-6.5 

NM 

-0.97 

JTILITIES  &  POWER 


5TRY  COMPOSITE 

60265.7 

16 

227914.0 

13 

4047.8 

20 

20617.8 

1 

6.7 

6.5 

11.4 

13 

2.10 

LECTKIC,  WATER  &  COGEKKRATHm 

P  COMPOSITE 

45466.5 

9 

180676.6 

7 

3206.3 

-5 

-4 

7.1 

8.1 

11.2 

13 

2.11 

284.0 

64 

835.0 

22 

36,0 

27 

125.0 

17 

12.7 

15,4 

18.1 

37 

1.62 

KENY  POWER  SYSTEM 

390.0 

0 

1552.3 

2 

51,0 

-22 

219.4 

-14 

13.1 

15,6 

9.7 

17 

1,73 

CAN  ELECTRIC  POWER 

1446.1 

1 

5849.2 

3 

142,5 

-1 

529.4 

8 

9.9 

10,1 

13.0 

13 

3,14 

/lORE  GAS  &  ELECTRIC 

734.3 

1 

3153.2 

7 

-1,0 

NM 

310.8 

-8 

NM 

7,3 

9,5 

15 

1,85 

N  EDISON 

390.7 

6 

1666.3 

2 

8.4 

NM 

141.5 

26 

2.2 

NM 

12,0 

10 

2.61 

NA  POWER  &  LIGHT 

694.6 

-4 

2995.7 

0 

81,1 

22 

391.3 

5 

11.7 

9,3 

14.2 

14 

2,66 

RIOR  ENERGY 

611.9 

5 

2553,2 

2 

35,9 

-18 

177.0 

-37 

5.9 

7,6 

6,2 

13 

0,82 

AL  Ji,  SOUTH  WEST 

1234.0 

15 

5464.0 

45 

53,0 

-6 

447.0 

6 

5,1 

6,3 

8,2 

12 

2.07 

AL  ivIAINE  POWER 

247.6 

7 

967,0 

6 

19,9 

102 

60.2 

59 

8,0 

4,2 

10,1 

7 

1.57 

SY 

875.2 

12 

3242,7 

7 

77.1 

-8 

351.2 

-4 

8,8 

10,6 

12,9 

16 

2.12 

NERGY 

1 183.0 

11 

4333,0 

11 

53,0 

18 

275.0 

19 

4,5 

4,2 

14,8 

14 

2.41 

nNWF/tlTH  FNFRRV  ^V^TFM 

253  1 

5 

1010,9 

9 

13,4 

-21 

59.2 

15 

5,1 

6,8 

14,2 

9 

2.70 

LIDATcD  EDISON  CO.  Or  N.  Y. 

1632.3 

7 

6959,7 

6 

120,1 

6 

694.1 

-4 

7.4 

7,4 

12,0 

11 

2.93 

RVA  POWER  &  LIGHT 

250.4 

8 

1095,0 

10 

21,7 

9 

115.2 

-1 

8.3 

8.3 

11,5 

11 

1.77 

ION  RESOURCES 

1195.3 

5 

4842,3 

4 

75,1 

53 

514.7 

10 

6.4 

4,4 

9.6 

15 

2.65 

332  1 

-2 

1270.0 

0 

32,7 

9 

173.8 

5 

9.9 

8,9 

14.4 

14 

1.72 

295.9 

2 

1225,2 

0 

40,4 

2 

179.1 

2 

13.7 

13,5 

13.1 

12 

2.32 

lERGY 

887.2 

2 

3545.4 

0 

80,6 

0 

325.3 

-25 

9.1 

9,3 

9.0 

15 

2,13 

POWER 

1183.7 

4 

4758.0 

2 

115,3 

28 

730.0 

2 

9.8 

8,0 

14.0 

13 

3.37 

4  INTFRNATinNAI 

9  1  QA  Q 

7 

8544.5 

2 

129,0 

-14 

764.2 

-3 

5.9 

7,3 

1 1.0 

14 

1.64 

549.0 

17 

1993.5 

7 

55,4 

4 

237.5 

2 

10.3 

11,5 

14.8 

11 

1.98 

A  PROGRESS 

774.9 

5 

3157,9 

5 

46,4 

-4 

256,7 

3 

5.0 

6,6 

11.8 

12 

2.59 

GUP 

1435.4 

5 

5035,8 

8 

91,1 

3 

603,2 

1 

5.3 

6,5 

12.6 

13 

3.33 

-1 

3918,1 

3 

91,7 

13 

342,8 

-29 

9,9 

8,7 

9.7 

13 

2.47 

IAN  ELECTRIC  INDUSTRIES 

359.0 

11 

1410,5 

9 

22,7 

31 

85,3 

1 

6,2 

5,2 

10.3 

14 

2.50 

ON  INDUSTRIES 

905.0 

13 

4095,3 

10 

41,6 

272 

427.5 

0 

4,6 

1,4 

10.1 

14 

1.66 

BUSTRIES 

286.2 

32 

973,9 

14 

18,1 

29 

61,8 

-5 

6,3 

6,5 

9,8 

15 

2.04 

VA 

417.9 

8 

1688,7 

3 

25,9 

228 

213,7 

22 

6,2 

2,1 

11,6 

10 

2.51 

ENERGY 

1099.2 

117 

3589,5 

151 

12,5 

NM 

108,6 

22 

1,1 

0,2 

12,1 

16 

1.57 

SLAND  LIGHTING 

742.1 

-2 

3150.7 

2 

64,2 

5 

316.5 

4 

8,5 

8.0 

10,5 

10 

2.20 

HERICAN  ENERGY  HOLDINGS 

538.9 

27 

1872,5 

14 

29,7 

16 

143.8 

20 

5.5 

6.0 

11,6 

11 

1.43 

m  POWER 

292.5 

8 

970,9 

2 

46,5 

NM 

119.4 

110 

15,9 

NM 

11,7 

11 

2.03 

NGUND  ELECTRIC  SYSTEM 

596.5 

3 

2350,7 

3 

49,9 

-4 

216.8 

2 

8,4 

8,9 

12,5 

11 

3.22 

ORK  STATE  ELECTRIC  &  GAS 

531.1 

0 

2059.4 

2 

47,6 

-10 

178.2 

-9 

9.0 

9.9 

9.5 

10 

2.37 

0  INDUSTRIES 

524.4 

12 

1821,5 

5 

53.6 

-1 

185.4 

1 

10.2 

11.5 

16,0 

14 

2.88 

lEAST  UTILITIES 

936.5 

-4 

3792.1 

1 

-67,7 

NM 

35.8 

-89 

NM 

7.4 

0.1 

NM 

0.01 

lERN  STATES  POWER 

710.0 

9 

2654,2 

3 

79,7 

35 

274.5 

0 

11.2 

9.0 

12,3 

12 

3.82 

'4ERGY 

311.5 

10 

1387.4 

7 

7,3 

49 

133.3 

6 

2.3 

1.7 

13,5 

13 

3.25 

DISON 

611.9 

-1 

2469,8 

0 

76.5 

-3 

330.5 

2 

12.5 

12.8 

12,2 

11 

2.10 

CORP 

1180.3 

32 

4293,8 

26 

132,9 

4 

504.9 

0 

11.3 

14,3 

12,0 

13 

1.62 

ENERGY 

1013.5 

-3 

4283,5 

2 

125.0 

-1 

543.9 

-14 

12.3 

12,1 

10.7 

10 

2.24 

2700.7 

21 

9610,0 

0 

149.0 

-34 

755.2 

-44 

5.5 

10,2 

8,5 

13 

1.75 

CLE  WEST  CAPITAL 

404.9 

9 

1817,8 

9 

-2.5 

NM 

228.2 

4 

NM 

6,2 

10,6 

13 

2.41 

AND  GENERAL 

317.7 

13 

1111,8 

13 

26.5 

-31 

132.3 

46 

8.4 

13,7 

13,6 

16 

2.53 

/lAC  ELECTRIC  POWER 

413.7 

3 

2010.3 

7 

11.3 

22 

237.0 

151 

2.7 

2.3 

11,7 

14 

1.86 

RESOURCES 

737.4 

1 

2910,2 

5 

80.1 

-17 

357.4 

2 

10.9 

13.2 

12,2 

11 

2.05 

C  SERVICE  CO.  OF  COLORADO 

586.8 

12 

2171,4 

3 

52.1 

2 

190.3 

6 

8,9 

9.8 

12,6 

14 

2.78 

C  SERVICE  ENTERPRISE  GROUP 

1574.1 

1 

5041.2 

3 

140.7 

9 

620.1 

-8 

8,9 

8.3 

10,8 

12 

2.42 

:STER  GAS  &  ELECTRIC 

274.4 

1 

1054,0 

4 

22.2 

NM 

97.5 

36 

8,1 

NM 

11.4 

8 

2.32 

\ 

365.2 

13 

1512,8 

12 

39.5 

13 

220.7 

27 

10,8 

10.8 

12,9 

12 

2.05 

1ERN 

2453.0 

6 

10324,0 

12 

151.4 

-17 

1214.9 

1 

6,6 

8.4 

12.3 

13 

1.68 

ENERGY 

359.5 

11 

1473,0 

5 

45.7 

12 

202.4 

7 

12,4 

12.2 

16,2 

14 

1,71 

M 

1537.3 

4 

6937,0 

0 

113.7 

45 

747,5 

2 

6.9 

5.0 

11,2 

7 

3.09 

ELECTRIC 

475.7 

3 

2260,4 

1 

15.8 

-42 

304.9 

-3 

3.3 

5,9 

12.1 

13 

2.86 

INGTON  WATER  POWER 

281.3 

17 

945,0 

25 

14.2 

-56 

83.5 

-A 

5,1 

13,5 

10.5 

14 

1,35 

ERN  RESOURCES 

554.9 

24 

2046.8 

17 

32,5 

-30 

169.0 

-7 

5.7 

10.2 

9.5 

13 

2.41 
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CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

ENDING 

RATIO 

$  MIL 

% 

$  MIL. 

% 

$  MIL 

% 

$  MIL 

% 

% 

% 

12-31 

2-1 

WHEELA6RAT0R  TECHNOLOGIES 

245.7 

8 

952.3 

0 

-17.9 

NM 

109.5 

-19 

NM 

4.8 

8.6 

23 

WISCONSIN  ENERGY 

477.9 

2 

1773.8 

0 

56.6 

-8 

219.3 

-7 

11.9 

13.2 

11,4 

13 

WPL  HOLDINGS 

251.4 

15 

932.8 

16 

11.9 

-49 

•  76.5 

2 

4.7 

10.6 

11.9 

12 

WPS  RESOURCES 

246.3 

21 

858.3 

19 

4.5 

-68 

50.9 

-13 

1.8 

7.0 

10,1 

14 

IR)  RA^  fill  K  TRANSMISSION 

GROUP  COMPOSITE 

14799.1 

46 

47237.5 

40 

841.5 

NM 

2585.1 

68 

5.7 

0.1 

13.1 

17 

AGL  KhoUUKLtb  (J) 

379.5 

1 5 

1271.0 

1 9 

30.7 

2 

80.5 

36 

8. 1 

9. 1 

12.9 

15 

AQUILA  uAb  rlrtLINt 

264.7 

82 

799.3 

65 

9.6 

NM 

32.5 

258 

3.6 

NM 

17.0 

13 

dRUUKLtN  UNIUN  uAo  (o) 

446.7 

1 2 

1476.7 

18 

44.8 

0 

123.0 

31 

10.0 

11.2 

13.1 

12 

COLUMBIA  GAS  SYSTEM 

1117,8 

43 

3354.0 

27 

68.2 

NM 

221.6 

NM 

5.1 

NM 

14.3 

15 

CACTCDU  CUTCDDDICCC 

tAblkKn  LNItKrKloto 

240.7 

-4 

1007.3 

6 

17.2 

-32 

50.7 

0 

7. 1 

10.1 

14.2 

1 1 

CI    DACn  UATIIDAI  PAC 

tL  rAoU  NAIUKAL  uAb 

1072.3 

162 

3010. 1 

1 90 

24.2 

5 

38.2 

-55 

2.3 

5.6 

5.4 

51 

K  N  tntKbY 

475.9 

44 

1443.2 

30 

23.8 

23 

53.8 

22 

5.0 

5.8 

12.6 

1 7 

MCN 

608.9 

18 

1997.3 

34 

45.3 

5 

124.4 

21 

7.4 

8.3 

15.4 

18 

NAIIUNAL  rUtU  uAo  (o) 

oDo.  D 

1 5 

OO.D 

J.  y 

1 10.9 

4o 

10.6 

10.2 

13.0 

1 4 

NICOR 

592.9 

27 

1850.7 

25 

35.2 

-1 

121.2 

2] 

5.9 

7.7 

16.7 

1 5 

NORAM  ENERGY 

1580,2 

63 

4788.5 

62 

39.8 

14 

95.1 

45 

2.5 

3.5 

11.9 

22 

ONEOK  (4) 

248,8 

4 

1234.6 

20 

12.2 

45 

56.5 

30 

4.9 

3.5 

13.4 

14 

DAPinO  CUTTDDDICCC 

rALIrIL  tNlLKrKloto 

776.0 

30 

2563.0 

9 

49.0 

-4 

2 10.0 

7 

6.3 

8.5 

J  4.4 

1 3 

PANENERGY 

2556.1 

94 

7536.8 

52 

93.4 

19 

361.1 

19 

3.7 

5.9 

15.0 

18 

PEOPLES  ENERGY  (3) 

387.1 

22 

1268.2 

21 

37.5 

4 

104.8 

43 

9.7 

11.4 

15.4 

11 

SONAT 

1025.2 

77 

3394.9 

71 

67.0 

804 

201.2 

4 

6.5 

1.3 

13.1 

22 

SOUTHERN  UNION  (6) 

230.9 

28 

680.9 

32 

12.0 

8 

31.4 

27 

5.2 

6,1 

9.0 

18 

UGI  (3) 

529.6 

24 

1660.3 

50 

28.5 

51 

52.0 

191 

5.4 

4.4 

13.0 

15 

USX-DELHI  GROUP 

318.5 

37 

1061.3 

58 

6.4 

300 

5.4 

50 

2.0 

0.7 

5.8 

25 

WASHINGTON  GAS  LIGHT  (3) 

345.0 

26 

1040.4 

21 

37.4 

-2 

80.7 

10 

10.8 

14.0 

13.6 

13 

WICOR 

281.1 

13 

1012.6 

18 

14.6 

-14 

45.7 

18 

5.2 

6.8 

13.0 

14 

WILLIAMS 

957.8 

14 

3531.2 

24 

106.0 

55 

352.3 

21 

11.1 

7.7 

11.1 

18 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


AiP  lOc 

Abbott  Laboratories  12d 

ABM  Industries  21e 

Adaptec  9d 

ADC  lelecomm  22a 

Advanced  Micro  9ll 

ADVO  21(1 

AES  24a 

Aetna  1 7b 

AFLAC  17b 

AGCO  15c 

AGL  Resources  24b 

Ahmanson  (H  F  )  17c 

Air  Products  &  Chemicals  4 

Airborne  Freiglit  23c 

Airgas  21b 

AirTouch  Communications  22a 
AK  Steel  Holding  16b 
Alaska  Air  Group  23a 
Alberto-Culver  6d 
Albertson's  10c 
Alcoa  lEa 

Alexander  S  Baldwin  23d 
Alex  Brown  17a 
Allegheny  Power  24a 
Allegheny  Teledyne  5 
Allegrance  21b 
Allergan  12b 
Alliant  Techsystems  15a 
AlliedSignal  5 
Allstate  17b 
Alltel  22b 
Alumax  16a 
Amdahl  18b 
Amerada  Hess  11a 
America  Onlrne  18c 
America  West  Holdings  23a 
American  Bankers  Insurance  1 7b 
Amerrcaii  Brands  Be 
American  Electric  24a 
American  Express  17a 
American  General  17b 
American  Greetings  14c 
American  Home  12b 
American  Standard  13a 
American  States  Financial  17b 


American  Stores  lOc 

Bankers  Trust  3a 

AmeriSource  Health  12a 

BanPonce  3c 

Ameritech  22b 

Banta  21d 

Ames  Dept  Stores  8 

Bard  (C  R  )  12d 

Amgen  12b 

Barnes  8,  Noble  8 

Amoco  11a 

Earnett  Banks  3c 

AMP  9d 

Bausch  &  Lomb  12d 

AMR  23a 

Baxter  International  12d 

Analog  Devices  9d 

Bay  Networks  18c 

Andersons  21b 

BDM  International  18c 

Andrew  9b 

Bear  Stearns  17a 

Aniieuser-Busch  Bc 

Beckman  Instruments  9c 

Anixter  Inletnatronal  5 

Becton,  Drckinson  12d 

Aon  17b 

Bell  Atlantic  22b 

Apache  11a 

BellSouth  22b 

ARt  23d 

Bemis  7b 

Apple  Computer  18b 

Beneficial  17a 

Applied  Industrial  Tech  21b 

Bergen  Brunswig  12a 

Applied  Materials  15c 

Best  Buy  6b 

Aquila  Gas  Pipeline  24b 

Bethlehem  Steel  16b 

Arcadian  4 

Beverly  Enterprises  12c 

Arco  Chemical  4 

Bl  Services  lib 

Arkansas  Best  23d 

Black*  Decker  15b 

Armco  16b 

Block  (H&R)  17a 

Armstrong  World  Bb 

Boeing  1 

Arvrn  Industries  2b 

Boise  Cascade  19a 

Astiland  11a 

Boise  Cascade  Office  Prods  21b 

Assocrates  First  Capital  17a 

Borders  Group  8 

AST  Research  18b 

Borg-Warner  Automotive  2b 

ATST  223 

Borg-Warner  Security  21  e 

Atlantic  Richheld  11a 

Boston  Edison  24a 

Atmel  9d 

Bowater  19b 

Automatic  Data  18c 

Bradlees  8 

AutoZone  8 

Briggs  &  Stratton  15c 

Avery  Dennison  15a 

Brinker  International  14a 

Avnet  21b 

Brrstol-Myers  Squibb  12b 

Avon  Products  Bd 

Brooklyn  Union  Gas  24b 

AVX  9d 

Brown  Group  Ba 

Brown-Forman  6c 

Brownrng-Ferris  21c 

Baker  Hughes  lib 

Bruno's  lOc 

Ball  7a 

Brunswrck  14c 

Baltrmore  GSE  24a 

BT  Offrce  Products  21b 

Banc  One  3b 

Burlington  Coat  Factory  8 

Bancorp  Hawaii  3d 

Burlington  Industries  15d 

Bank  of  Boston  3a 

Burlington  Northern  Santa  Fe  23b 

Bank  of  New  York  3a 

Burlington  Resources  11a 

BankAmerrca  3d 

Butler  Mfg.  21a 

Cabletron  Systems  18c 

Cabot  4 

CaldorS 

Caliber  System  23d 
Campbell  Soup  10b 
Canandaigua  Wine  6c 
Capital  One  Financial  17a 
Cardinal  Health  12a 
Carlisle  15a 
Carnival  14c 
Carolma  Power  24a 
Carson  Pirre  Scott  8 
Case  15c 

Casey's  General  Stores  10c 

Caterpillar  15c 

CDW  Computer  Centers  8 

CellStar21b 

Centerior  Energy  24a 

Centex  13b 

Central  &  South  West  24a 
Central  Maine  Power  24a 
Ceridian  18c 
Champion  IntI  19b 
Charmrng  Shoppes  8 
Charter  One  Financial  17c 
Chase  Manhattan  3a 
Chesapeake  19b 
Chevron  11a 
Chrron  12b 
Chrysler  2a 
Cigna  17b 
Cincinnati  Bell  22b 
Cincinnati  Financial  17b 
Cincinnati  Milacron  15b 
CINergy  24a 
Circuit  City  Stores  6b 
Circus  Crrcus  14b 
Cirrus  Logrc  9d 
Cisco  Systems  18c 
Citicorp  3a 
Clayton  Homes  13b 
Clorox  Bd 
CMS  Energy  24a 
CNF  Transportation  23d 
Coastal  11a 
Coca-Cola  6c 


Coca-Cola  Enterprises  6c 

Dean  Foods  ICb 

Electronic  Data  Sysi' 

Colgate-Palmolive  Bd 

Dean  Witter,  Discover  17a 

EMC  18b 

Collins  &  Aikman  15d 

Deere  15c 

Emerson  Electric  9a 

Coltec  Industries  15c 

Delchamps  lOc 

Engelhard  4 

Columbia  Gas  24b 

Dell  Computer  18b 

Enova  24a 

Columbia/HCA  Healthcare  12c 

Delmarva  Power  &  Light  24a 

Enron  21b 

Comdisco  18c 

Delta  Air  Lines  23a 

Equifax  17a 

Comerica  3b 

Deluxe  18a 

Equitable  17b 

Commercial  Metals  16b 

Detroit  Diesel  2b 

Estee  Lauder  Bd 

Commonwealth  Energy  System  24a 

Dextei  4 

Ethyl  4 

Compaq  Computer  18b 

Dial  Bd 

Excel  Commumcatmn 

CompuCom  Systems  18a 

Diebold  18a 

Exide  15a 

CompUSA  18c 

Digital  Equipment  18b 

Exxon  11a 

Computer  Associates  18c 

Dillard  8 

Computer  Sciences  18c 

DiMon  Be 

ConAgra  10b 

Disney  (Waltl  14c 

Fabri-Centers  of  Amtru 

Conrail  23b 

Dole  Food  10b 

Family  Dollar  Stores  8 

Consolidated  Edison  24a 

Dollar  General  8 

Fannie  Mae  17a 

Cons  Frerghtways  23d 

Dominick's  Supermarkets  lOc 

Federal  Express  23c 

Consolidated  Papers  19b 

Dominion  Resources  24a 

Federal  Home  Loan  17a 

Consolidated  Stores  8 

Donaldson.  Lufkrn  i  jenrette  1 7a 

Federal-Mogul  2b 

Continental  Airlines  23a 

Donnelley  (R  R)21d 

Federated  Dept  Slorr -, 

Cooper  Induslrres  9a 

Dover  15c 

Ferro  4 

Cooper  Tire  &  Rubber  2c 

Dow  Chemical  4 

EHP  Internatronal  12c 

CoreSlates  Financial  3a 

Dow  Jones  20 

Fieldcrest  Cannon  15d 

Cornrng  15a 

DPL  24a 

Frfth  Third  Bancorp  3b 

Corporate  Express  8 

DQE  24a 

Fina  11a 

Costco  8 

Dresser  Industries  15c 

Fingerhut  8 

Countrywide  Credit  17a 

DSC  Communs  22a 

First  Amerrcan  Finl  17; 

CPC  Internatronal  10b 

DTE  Energy  24a 

First  Bank  System  3b 

Cracker  Barrel  14a 

Duke  Power  24a 

First  Brands  15a 

Crane  21b 

DuPont  4 

First  Chicago  NBD  3b 

Crestar  Financial  3c 

First  Data  18c 

Crompton  &  Knowles  4 

First  of  Amerrca  Bank  3 

Crown  Cork  S  Seal  7a 

Eagle  Food  Centers  lOc 

Fust  Security  3d 

CSX  23b 

Earthgrains  10b 

First  Tennessee  Natl  3i 

cue  International  21e 

Eastern  Enterprises  24b 

First  Union  3c 

Cummins  Engine  2b 

Eastman  Chemical  4 

Firstar  3b 

CVS  12a 

Eastman  Kodak  14c 

Frsher  Scientific  21b 

Cyprus  Amax  Mrnerals  16c 

Eaton  9a 

Fleet  Financial  Group  3 

Cytec  Industries  4 

Echhn  2b 

Fleetwood  Ents  13b 

Eckerd  12a 

Florida  Progress  24a 

csmiiiiiiii^n 

Edison  Brothers  8 

Flowers  Industrres  10b 

Dana  2b 

Edison  International  24a 

Fluor  21a 

Danaher 15b 

Edwards  (AG)  17a 

FMC  15c 

Oarden  Restaurants  14a 

EGSG21a 

Food  Lion  lOc 

Data  General  18b 

El  Paso  Natural  Gas  24b 

Foodmaker  14a 

Dayton  Hudson  8 

Electronic  Arts  18c 

Ford  Motor  2a 
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IBM  18b 
IBP  10b 

lES  Industries  24a 
IKON  Oftice  Solutions  5 
Illinois  Tool  Works  15a 
lllinova  24a 
Imalion  14c 
IMC  Global  4 
InaCom  21  e 
Informix  18c 
Ingersoll-Rand  15c 
Ingles  Markets  10c 
Inland  Steel  16b 
Intel  9d 

Intelligent  Electronics  18a 
Intergraph  18c 
Interim  Services  21e 
International  Flavors  4 
International  Paper  19b 
Interstate  Bakeries  10b 
Intimate  Brands  8 
IntI  Multifoods  10a 
Iomega  18b 
in  14b 

ITT  Hartford  Group  17b 
ITT  Industries  5 


Jacobs  Engmeering  21a 
James  River  19b 
Jefferson  Smurfit  7b 
Johnson  i  Johnson  12d 
Johnson  Controls  153 
Jones  Apparel  Group  8a 
JP  Foodservice  1 Oa 


K  ill  Communications  20 
K  N  Energy  24b 
Kaiser  Aluminum  16a 
Kaman  21b 
Kaufman  S  B 
3gg  10b 
Kellwood  6a 
Kelly  Services  21e 
Kennametal  15b 
Kerr-McGee  lla 
KeyCorp  3b 
Kimball  Inll  6b 
Kimberly-Clark  19b 
Kmart  8 

Knighl-Ridder  20 
Kohfs  8 
Kroger  10c 


f  13b 


La-Z-Boy  6b 

trie  24a 

Lafarge  t3a 

IntI  2b 

Lam  Research  15c 

Lancaster  Colony  10b 

6b 

Lands'  End  8 

Ob 

LCI  International  22a 

Lear  2b 

10b 

Leggett  &  Piatt  6b 

rd  18b 

Lehman  Brothers  Holdings  17a 

Lennar  13b 

5a 

Levitz  Furniture  6b 

Lexmark  IntI,  Group  18b 

4b 

LG&E  Energy  24a 

Liberty  Financial  17b 

>18a 

Lilly  (Eh)  12b 

Limited  8 

ealthcare  12c 

Lincoln  National  17b 

10b 

Linens  'N  Tilings  6b 

ervices  14a 

Litton  Industries  9b 

1?a 

Living  Centers  of  America  12c 

ries  24a 

Lockheed  Martin  1 

s  13b 

Long  Island  Lighting  24a 

10b 

Longs  Drug  Stores  12a 

Louisiana-Pacific  19a 

nics  9b 

Lowe's  8 

21b 

LSI  Logic  9d 

LTV  16b 

1 

Lubrizol  4 

ncstiares  3b 

Lucent  Technologies  22a 

Lyondell  4 


Magellan  Health  Services  12c 
MagneTek  9a 
Malhnckrodt  12ll 
Manor  Care  12c 
Manpower  21e 
Mapco  11a 

Mark  IV  Industries  15a 

Marriott  IntI  14b 

Marsh  &  McLennan  17a 

Marshall  &  llsley  3b 

Marshall  Industries  21b 

Mattel  14c 

Maxxam  16a 

May  Department  Stores  8 

Maytag  6b 

MBNA  3a 

McCormick  10b 

McDermott  Inti  15c 

McDonald's  14a 

McDonnell  Douglas  1 

McGraw-Hill  20 

MCI  Communications  22a 

McKesson  12a 

MCN  24b 

M  DC  Holdings  13b 
Mead  19b 
MedPartners  12c 
Medtronic  12d 
Mellon  Bank  3a 
Mercantile  Bancorp  3b 
Mercantile  Stores  8 
Merck  12b 
Merrill  Lynch  17a 
Meyer  (Fred)  8 
Michaels  Stores  8 
MicroAge  18a 
Micron  Electronics  18b 
Micron  Technology  9d 
Microsoft  18c 

MidAmencan  Energy  Holdings  24a 
Miller  (Herman)  18a 
Minnesota  Mining  15a 
Mitchell  Energy  lla 
Mobil  11a 
Modine  Mfg  2b 
Mohawk  Industries  15d 
Molex  9d 
Monsanto  4 
Montana  Power  24a 
Morgan  (J  P  )  3a 
Morgan  Stanley  17a 
Morrison  Knudsen  21a 
Morton  International  4 
Motorola  9b 
Murphy  Oil  lla 


Nabisco  Holdings  10b 
Naico  Chemical  4 
National  City  3b 
National  Fuel  Gas  24b 
National  Semicond  9d 
National  Service  9a 
National  Steel  16b 
NationsBank  3c 
Navistar  International  2a 
NCR  18b 

Neiman  Marcus  Group  8 
New  England  Electric  24a 
New  York  State  E&G  24a 
New  York  Times  20 
Newell  15a 

Newport  News  Shipbuilding  23c 
NGC  21b 
Nicor  24b 
Nike  8a 

Nine  West  Group  6a 
Nipsco  Industries  24a 
NL  Industries  4 
Noble  Affiliates  lib 
NorAm  Energy  24b 
Nordstrom  8 
Norfolk  Southern  23b 
Norrell  21e 
Nortek  13a 

Northeast  Utilities  243 
Northern  States  243 


Northern  Trust  3b 
Northrop  Grumman  1 
Northwest  Airlines  23a 
Norwest  3b 
NovaCare  12c 
Novell  18c 
Nynex  22b 


Occidental  Pet.  11a 
OfficeMax  8 
Ogden  5 
OGE  Energy  24a 
Ohio  Casualty  17b 
Ohio  Edison  24a 
Old  Kent  Financial  3b 
Old  Republic  IntI  17b 
0lm4 
Olsten  21  e 
Oneok  24b 
Oracle  18c 

OrNda  HealthCorp  12c 
Oryx  Energy  11a 
Owens  &  Minor  12d 
Owens  Corning  13a 
Owens-lllinois  7a 


Paccar  2a 

Pacific  Enterprises  24b 
Pacific  Telesis  Group  22b 
PacifiCare  Health  12c 
PacihCorp  243 
PaineWebber  Group  17a 
PanEnergy  24b 
Parker  Hannihn  153 
Payless  Cashways  8 
Payless  ShoeSource  8 
PECO  Energy  24a 
Penn  Traffic  10c 
Penney  (J  C  )  8 
Pennzoil  11a 
Pentair  15c 
Peoples  Energy  24b 
Pep  Boys  8 
PepsiCo  6c 
Perkin-Elmer  9c 
Petsmart  8 
Pfizer  12b 
PG&E  24a 
Phelps  Dodge  16c 
PHH21e 
Philip  Morris  6e 
Phillips  Petroleum  lla 
Phillips-Van  Heusen  6a 
PhyCor12c 
Pilgrim's  Pride  10b 
Pinnacle  West  24a 
Pioneer-Standard  21b 
Pitney  Bowes  18a 
Pittston  Brink's  Group  21e 
PiHston  Burlington  Group  23c 
PNC  Bank  3a 
Polaris  Industries  15a 
Polaroid  14c 
Portland  General  24a 
Potlatch  19b 
Potomac  Electric  24a 
PPiL  Resources  24a 
PPG  Industries  13a 
Praxair  4 

Precision  Castparts  16c 
Premark  IntI  5 
Procter  i  Gamble  6d 
Protfitt's  8 
ProSource  10a 
Providian  17b 
PS  Co  of  Colorado  24a 
Public  Service  Ent-  24a 
Pulte  13b 


Quaker  Oats  10b 

Quaker  State  lla 

Qualcomm  9b 

Quality  Food  Centers  10c 

Quanex  16b 

Quantum  18b 

Quorum  Health  Group  12c 


Ralcorp  Holdings  10b 
Ralston  Purina  10b 
Rayctiem  9a 
Rayonier  19a 
Raytheon  9b 
Read-Rite  9d 
Reader's  Digest  20 
Reebok  International  63 
Regions  Financial  3c 
ReliaStar  Financial  17b 
Republic  Industries  21c 
Republic  New  York  3a 
Revco  D  S.  12a 
Revlon  6d 

Reynolds*  Reynolds  18a 
Reynolds  Metals  16a 
Rtione-Poulenc  Rorer  12b 
Richtood  Holdings  10a 
Rite  Aid  12a 
RJR  Nabisco  6e 
Roadway  Express  23d 
Robert  Half  International  21e 
Rochester  GSE  243 
Rockwell  International  5 
Rohm  &  Haas  4 
Ross  Stores  8 
Rouge  Steel  16b 
Royal  Caribbean  Cruises  14c 
RPM  133 
Rubbermaid  15a 
Ruddick  10c 
Russell  6a 
Ryder  System  23c 
Ryerson  lull  21b 
Rykoff -Sexton  10a 
Ryland  Group  13b 


Sabre  Group  Holdings  18c 
Safeco  17b 
Safety-Kleen21e 
Safeway  10c 
Saks  Holdings  8 
Sallie  Mae  17a 
Salomon  17a 
Sara  Lee  10b 
Savannah  Foods  10b 
SBC  Communications  22b 
Scana  24a 
Schering-Plough  12b 
Schlumberger  lib 
Scholastic  20 
huller  lOb 
Schulman  (A  )  4 
Schwab  (Charles)  17a 
SCI  Systems  9d 
Scientific-Atlanta  22a 
Scripps  (E  W )  20 

ite  Technology  18b 
Sears,  Roebuck  8 
Seneca  Foods  10b 
Service  Corp.  Inll  21  e 
Service  Merchandise  8 
ServiceMaster  21  e 
Shaw  Industries  15d 
Sherwin-Williams  133 
Shoney's  14a 
ShopKo  Stores  8 
Silicon  Graphics  18b 
Smart  &  Final  10a 
Smith  (A  0  )  2b 
Smith  International  lib 
Smith's  Food  &  Drug  10c 
Smithfield  Foods  10b 
Snap-on  15b 
Software  Spectrum  18c 
Solectron  9d 
Sonat  24b 
Sonoco  Products  7b 
Southern  24a 
Southern  National  3c 
Southern  New  Eng  Tel,  22b 
Southern  Union  24b 
SouthTrust  3c 
Southwest  Airlines  23a 
Sports  Authority  8 
Springs  Industries  15d 


I  Sprint  22a 
SPX  15b 
St  Paul  17b 

Standard  Commercial  6e 
Standard  Federal  Bancorp 
Standard  Products  2b 
Standard  Registei  18a 
Stanley  Works  15b 
Staples  8 
Starbucks  10b 
State  Street  Boston  3a 
Stewart  &  Stevenson  15c 
Stones  Webster  21a 
Stone  Container  7b 
Storage  Technology  18b 
Stryker  12d 
Summit  Bancorp  3a 
Sun  lla 

Sun  Microsystems  18b 
SunAmerica  17b 
Sunbeam  6b 
SunTrust  Banks  3c 
Supermarkets  Gen  10c 
Supervalu  10a 
Sybase  18c 
Sysco  IO3 


Talbots 
Tandem  Computers  18b 
Tech  Data  1 83 
Teco  Energy  243 
Tecumseh  Products  133 
Tektronix  9c 

Telephone  S  Data  Sys  223 
Tellabs  22a 
Temple-Inland  7b 
Tenet  Healthcare  12c 
Tenneco  5 
Teradyne  9c 
Terra  Inds  4 
Tesoro  Petroleum  11a 
Texaco  II3 
Texas  Industries  133 
Texas  Instruments  9d 
Textron  5 

Thomas  &  Betts  93 
Thorn  Apple  Valley  10b 
3Com  18b 
3M  153 

TIG  Holdings  17b 
Time  Warner  20 
Times  Mirror  20 
Timken  15c 
TJX  8 

Toll  Brothers  13b 

Tosco  II3 

Toys  'R'  Us  8 

Tracer  9b 

Transamerica  17b 

Travelers  Group  173 

Travelers/Aetna  Property  17b 

Tribune  20 

Trinity  Industries  23c 

Trinova  153 

TRW  5 

Tupperware  153 
Tyco  IntI  15c 
Tyson  Foods  10b 


U  S  Bancorp  3d 
U  S,  Filler  15c 
U  S  Industries  5 
U  S.  Office  Products  8 
U  S  Robotics  22a 
U  S  Surgical  12d 
UAL  23a 

UCAR  International  9a 
UGI  24b 

Ultramar  Diamond  Shamrock  1 1  a 

Unicom  24a 

Unifi  15d 

Union  Camp  7b 

Union  Carbide  4 

Union  Electric  24a 

Union  Pacific  23b 

Union  Pacific  Resources  lla 

Union  Planters  3c 

Union  Texas  lla 


17c 


UnionBanCal  3d 
Unisource  Worldwide  21b 
Unisys  18b 
United  Stationers  21b 
United  Technologies  1 
Unitrin  17b 
Universal  6e 
Unocal  lla 
UNUM 17b 

US  West  Communications  22b 
USAir  Group  23a 
USFreightways  23d 
USFSG  17b 
USG13a 
UST  6e 

USX-Delhi  Group  24b 
USX-Marathon  11a 
USX-U  S,  Steel  16b 


Valero  Energy  11a 
Valhi5 
Valspar  13a 
Value  City  8 
Vanstar  18c 
Varian  Associates  9b 
Vastar  Resources  11a 
Venture  Stores  8 
VF  6a 
Viad5 

Viking  Office  Products  8 
Vishay  Intertechnology  9d 
Volt  Info,  Sciences  21  e 
Vons  10c 

Vulcan  Materials  133 


Waban  8 
Wachovia  3c 
Wal-Mart  Stores  8 
Walgreen  123 
Walter  Industries  16b 
Wang  Laboratories  18c 
Warner-Lambert  12b 
Washington  Gas  Light  24b 
Washington  Post  20 
Washington  Water  Power  24a 
Webb  (Del)  13b 
Weirton  Steel  16b 
Weis  Markets  10c 
Wells  Fargo  3d 
Western  Atlas  lib 
Western  Digital  18b 
Western  Resources  24a 
Westinghouse  Electric  93 
WeslPoint  Stevens  6a 
Westvaco  19b 
Weyerhaeuser  19b 
Wheelabrator  Techs.  24a 
Whirlpool  6b 
Whitman  5 
Wicor  24b 

Willamette  Industries  19a 
Williams  24b 
Winn-Dixie  Stores  lOc 
Wisconsin  Energy  24a 
Witco  4 

WLR  Foods  10b 
WMX  Technologies  21 C 
Woolworth  8 
Worthington  Inds  16b 
WPL  Holdings  24a 
WPS  Resources  24a 
Wrigley  (Wm  )  Jr.  10b 
Wyle  Electronics  21b 

ED 

Xerox  18b 
Yellow  23d 
Zale8 
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EDITED  BY  TODDI  GUTNER 


A  BINDING  AGREEMENT 
BEFORE  YOU  TIE  THE  KNOT? 


Forget  the  hearts  and 
flowers.  These  days, 
more  and  more  couples 
are  deciding  how  they  will 
divide  up  their  assets  even 
before  they  utter  "I  do." 
With  half  of  the  annual  2.3 
million 


PRENUPTIAL 


PACTS 


new 

mai-riages  in 
the  U.  S.  des- 
tined to  end 

in  divorce,  a  growing  num- 
ber of  couples  realize  they 
must  protect  their  assets  in 
case  their  mamage  dissolves. 
And  many  people — especial- 
ly investors  who  have  reaped 
higher-than-expected  returns 
from  the  continuing  bull  mar- 
ket— aren't  v^dlling  to  let  the 
court  decide  how  to  divvy  up 
their  war  chest.  One  way  to 
pi'event  your  ex-spouse  from 
taking  you  to  the  cleaners  is 
to  draw  up  a  binding  prenup- 
tial  agi'eement  before  you  tie 
the  knot. 

LACK  OF  TRUST.  Most  pre- 
nuptial  agreements  simply 
spell  out  ahead  of  time  how 
assets  will  be  divided  in  case 
of  divorce  or  death.  That 
could  save  you  the  expense 
and  emotional  upheaval  of  a 
full-fledged  divorce  proceed- 
ing by  allowing  you  to  get  a 
simple  no-fault  divorce.  Un- 
less your  spouse  challenges 
the  "fairness"  of  the  agree- 
ment, of  course.  Prenups  can 
also  set  ground  rules  for  a 
marriage.  Rex  and  Teresa 
Legalley  of  Albuquerque 
drew  up  a  16-page  prenup  in 
1995,  which  included  such  ex- 
plicit directives  as  "nothing 
will  be  left  on  the  floor 
overnight — unless  packing  for 
a  trip"  and  "we'll  engage  in 
healthy  sex  three  to  five 
times  per  week."  None  of 
this  is  enforceable  in  a  ^^'■^ 
coiut  of  law,  says  Raoul  '-^ 
Felder,  a  high-profile  x^^i^;'! 
Manhattan    divorce  ^'^^^'W^j' 


lawyer,  but  it  may  provide 
some  guidance  and  may  aid 
communication  throughout 
the  marriage. 

Not  surprisingly,  many 
young  couples  shun  such 
agreements  because  they  can 
imply  a  lack 
of  commit- 
ment and 
trust.  Mar- 
riage is  supposed  to  be  a 
joint  effort,  not  a  division  of 
property.  "Some  may  argue 
that  [prenups]  even  preordain 
the  marriage  to  fail,"  says 
Edward  Winer,  a  matrimonial 
lawyer  and  partner  at  Moss 
&  Barnett  in  Minneapolis. 

But  for  folks  with  $500,000 
or  more — especially  those 
who  are  remarrying  and 
want  to  pi'esei-ve  that  wealth 
for  their  kids  from  a  prior 
maniage — pi'enups  are  more 
accepted.  "The  fu"st  time,  you 
say  divorce  won't  happen  to 
me,"  says  Timothy  Tippins, 
chairman  of  family  law  for 
the  New  York  State  Bar  As- 
sociation. "The  second  time 
around?  Well,  it  ah-eady  did." 

For  those  people  who  own 
their  own  businesses  and  for 
executives  in  partnerships, 
prenuptial  agreements  are 
crucial  and,  in  some  cases, 
mandatory.  If  you  should  die, 
a  spouse  who  has  no  owner- 
ship share  in  the  business 
could  be  awarded  some  stake 
if  no  prenup  exists.  It's  high- 
ly unlikely  that  the  court 
would  force  you  to  transfer 
complete  ownership  of  the 
business  to  a  spouse,  howev- 
er, in  the  event  of  a  divorce. 
"You  may  have  to  share  some 
value  of  the  company  with 
your  spouse  on  an  ongoing. 


long-term  basis,"  says  Winer 
But  you  generally  won't  lose 
all  your  shai'e  in  the  fii'm  or 
be  forced  to  hquidate,  espe- 
cially if  you're  the  family 
breadwinner 

BEACH  HOUSE.  At  the  very 
least,  your  business  will  be 
disrupted  and  your  privacy 
will  be  invaded  diuing  a  di- 
vorce proceeding.  To  put  a 
dollar  figui-e  on  yoiu"  compa- 
ny's worth,  an  accountant 
must  sift  thj'ough  yom*  finan- 
cial records — most  of  which 
are  not  nonnally  available 
to  the  general  public.  "That's 
like  stripping  down  naked  in 
fi-ont  of  a  bunch  of  strangers," 
says  Donald  Schiller  of 
Chicago's  Schiller,  Du 
Canto  &  Fleck,  the 
nation's  lai-gest  mat- 
rimonial law  Ann. 

If  you  don't 
have  a  prenup 
■ — and    if  you 
can't  agi'ee  dur- 
ing the  divorce 
proceedings  on 
which  partner 
gets  to  keep  the 
beach  house  and 
how  much  alimo- 
ny your  spouse 
should  pay — your 
assets  will  be  di- 
vided according 
to  the  laws  of 


the  state  where  y( 
This  means  that  in 
nity-property  statei 
zona,  California,  Idah 
isiana,  Nevada,  New 
Texas,  Washington, 
consin),  which  genera 
both  spouses  as  equ 
ers  of  all  marital  (o 
munity")  property,  y 
each  get  50%  of  the 
equitable-distributioi 
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it  of  the  U.S.),  prop- 
11  be  split  "fairly"  by 
irt,  depending  upon 
,g  you  were  married, 
ssets  were  purchased 
and  so  forth. 
)st  cases,  your  spouse 
ed  to  some  share  of 
ilth  accumulated  dur- 
r  marriage — even  if 
le  wasn't  directly  in- 
in  earning  income — 
you  have  a  prenup 
's  otherwise, 
ort,  a  prenup  lets  you 
arge  of  your  own  fi- 
affairs — rather  than 
a  judge  or  the  law  of 
3  determine  your*  fate, 
ne  agreements,  a 
!  rights  increase  ac- 
to  the  number  of 
le  marriage  endures. 


For  example,  Bill  will  pro- 
vide Jane  with  20%'  of  his  an- 
nual income  if  the  marriage 
lasts  more  than  three  years 
but  less  than  five;  30%  if 
more  than  five  years  but  less 
than  10,  etc.  Sometimes,  a 
"sunset  date"  is  offered.  After 
30  years  of  maniage,  for  in- 
stance, the  prenup  automati- 
cally expires. 

INFLATED  VALUES.  You  can't 
dictate  all  of  the  terms,  how- 
ever. While  you  can  outline 
preferable  child-custody 
terms,  Winer  says  that  a 
judge  will  ultimately  decide 
what's  in  the  best  interest  of 
the  child.  Similarly,  a  high- 
earning  wife  can  waive  her 
right  to  alimony  in  the 
pi'enup,  but  if  she's  no  longer 
a  big-time  wage  earner  when 


the  divorce  is  finalized,  she 
can't  be  left  destitute. 

Be  extra  careful  when  di- 
vulging your  assets.  Full  fi- 
nancial disclosure  is  absolute- 
ly essential,  says  Felder,  so 
that  the  party  giving  up 
rights  knows  exactly  what  is 
being  forfeited.  Any  omission 
could  invalidate  the  entire 
agreement.  Assets  like  real 
estate  and  jewehy  should  be 
appraised  by  a  professional. 
To  prevent  your  sjjouse  from 
arguing  later  on  that  you  un- 
derstated yoiu"  assets,  Felder 
suggests  inflating  them  by 
10%  to  20%. 

By  all  means,  don't  wait 
till  the  last  minute  to  broach 
the  subject.  It  takes  at  least 
three  weeks  to  iron  out  the 
details,  and  if  you  sign  the 


You  Need  a  Prenup 
if  You... 


Own  a  business 


•  Have  children  from  a  previous  marriage 

•  Have  a  lot  of  assets 


•  Are  supporting  your  spouse  through 
professional  school 

•  Have  serious  prospects  of  success 

...But  Make  Sure 
Your  Agreement  Is  Airtight 

•  Both  partners  should  be  represented  by 
their  own  lawyer 

•  Both  parties  must  sign  willingly — and  not 
at  the  last  minute 


•  Each  spouse  must  divulge  complete  finan- 
cial details  of  all  assets 

Videotape  both  parties  signing  the  agreement 

DATA.  BUSINESS  WEEK 


docimient  too  close  to  the  im- 
pending wedding  day,  your 
spouse  could  contend  in  a  di- 
vorce proceeding  that  he 
signed  "under  duress."  To 
guard  against  such  future 
claims,  have  the  signing 
videotaped  and  do  the  agi'ee- 
ment  before  you  shell  out  any 
money  for  the  wedding. 
Most  prenups  do  stand  up 


in  couit.  To  ensiu-e  that  youi's 
will,  too,  consult  a  local  fami- 
ly-law or  matrimonial  lawyer 
(laws  vary  widely  from  state 
to  state).  Ask  fiiends  for  rec- 
ommendations or  consult  Best 
Lawyers  in  America,  a  ref- 
erence book  available  in  most 
libraries.  To  prevent  any 
claims  of  partiality  later  on, 
both  you  and  your  intended 
should  seek  separate  legal 
counsel.  "You  inight  pay  for  a 
fiance's  attorney  if  you're  the 
more  affluent  partner,"  says 
Violet  Woodhouse,  a  lawyer 
in  New^)ort  Beach,  Calif. 
UPDATING.  If  you  nevei'  both- 
ered to  get  a  prenup  before 
you  were  married,  you  may 
still  be  able  to  get  one  now. 
Loosely  referred  to  as  pre- 
divorce  papers,  postnuptial 
agi'eements  are  really  belated 
prenups.  Valid  in  many 
states,  such  as  Illinois  and 
New  Yoi'k,  these  agi'eements 
cover  the  same  ground  as 
most  separation  agree- 
ments— except  the  couple 
doesn't  separate.  They  arise, 
says  Tippins,  generally  as  a 
reconciliation  effort  when  a 
marriage  bi'eaks  down.  In 
one  recent  case,  a  woman 
was  caught  having  an  affair 
by  her  husband.  She  wanted 
to  reconcile.  He  refused — un- 
til she  sigTied  a  postnup. 

Even  if  you  signed  what 
you  thought  was  a  fair 
prenup,  it's  a  good  idea  to 
update  it  every  five  years  or 
so  to  reflect  changes  in  your 
income  and  asset  holdings. 
Donald  Ti-ump  and  Maria 
Maples  signed  a  prenup  be- 
fore they  tied  the  knot  in 
1993.  Since  then,  they've  up- 
dated it  at  least  once. 

Romantic,  they're  not.  But 
prenuptial  agreements  can 
save  you  heartache  and  ex- 
pense down  the  road.  Mar- 
riage is,  among  other  things, 
a  financial  partnership,  says 
Woodhouse.  Addressing  and 
dealing  with  such  practical  is- 
sues eai'ly  in  the  relationship 
may  actually  help  preserve 
yoiu'  maniage.  If  not,  at  least 
you  can  be  confident  that 
your  interests  and  assets 
will  be  protected  over 
/•"i/N.  the  long  run. 
*^t'!?:!\-     \      Barbara  Hetzer 
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Personal  Business 


YOU'RE  OF  SOUND  MIND 
AND  BODY,  SO . . . 


Several  weeks  ago, 
my  wife  gave  birth  to 
twins.  After  the 
excitement  died 

down  and  all  the  thank-you 
notes  were  written,  I  finally 
got  around  to  looking  at  my 
will.  Written  in  1993,  it  was 
out  of  date,  and  not  just  be- 
cause I  had  four  children  in- 
stead of  two.  It  also  didn't 
take  into  account  the  increase 
in  my  family's  net 
worth.  Nor  had  I 
completed  a  liv- 
ing will,  which 
provides  instnic- 
tions  in  the  event 
that  I'm  incapacitated. 

All  the  estate  planning 
in  the  world  is  meaning- 
less if  you  don't  have  a 
will  or  if  it  is  out  of 
date.  A  will  is  a  legal 
instrument  that  spells 
out  to  whom  yoiu'  as- 
sets are  to  be  dis- 
tributed when 
you  die.  It  also 
names  a  person, 
known  as  an 
executor,  who  is 
in  charge 
making  sure 
your  wishes  are 
carried  out.  If 
you  die  vdthout 
a  will,  a  probate 
judge  determines  who  inher- 
its your  assets,  and  the  couit 
distributes  your  property  ac- 
cording to  the  laws  of  your 
state — which  could  vary 
greatly  from  your  actual 
wishes.  For  example,  your 
property  may  be  split  be- 
tween your  spouse  and  chil- 
dren, leaving  your  spouse 
with  insufficient  fimds  to  live 
on.  Dying  without  a  w\\\,  or 
"intestate,"  can  also  lead  to 
litigation  between  potential 
heirs,  as  they  fight  over  yoiu- 
assets. 

Worse,  in  many  states,  a 
will  is  the  only  legal  way  a 
parent    can    designate  a 


guardian  for  a  minor  child. 
Should  you  fail  to  designate  a 
legal  guardian  for  your  chil- 
dren and  they  become  or- 
phaned, the  couit  will  appoint 
someone.  Your  child  could  be 
raised  by  someone  you  don't 
like,  or  don't  even  know. 

This  can  easily  be  avoided 
because  preparing  a  will  is 
relatively  inexjjensive  and  not 
very  time-consuming.  If  you 
use  an  attornev,  the  av- 


erage 


your  will.  Even  if  your  af- 
fairs are  more  complicated, 
the  software  can  still  be  a 
good  place  to  start.  The  pro- 
grams can  help  organize 
your  data  so  that  your  at- 
torney needs  to  spend  less 
time  with  you,  thus  lower- 
ing your  legal  fees.  Nolo 
Press,  a  legal  publisher,  pro- 
duces a  number  of  software 
titles,  including 
WillMaker  6.0, 
with  versions  for  Windows 
and  Macintosh  ($49.95).  An- 
other helpful  software  pack- 
age is  Quicken's  Family 
Lawyer  ($29.95).  There  are 
also  a  number  of  excellent 
books  for  lay 
people.  One  is 
The  Will  Kit,  by 
John  Ventura 
(Dearborn  Fi- 
nancial Pub- 
lishing, $17.95). 
Another  is 


WILLS 


profile.  This  includes  ( 
of  prenuptial  agi'eemen 
vorce  decrees,  any  will 
tiTJsts  you  ah'eady  have, 
ness  partnership  agi-eer 
and  so  on.  Not  all  pre 
can  be  given  to  your  I 
ciaiies  thi-ough  a  will.  F 
ample,  property  such 
home  that  you  and  soi 
else  jointly  own  togethe 
right  of  sm 
ship  cann 
conveyed  by  a  will.  Ir 
the  asset  automatic-all; 
to  the  owner  who  su 
you.  Also  collect  the 
and  addresses  of  ail  1 
claries,  including  yoi 
vorite  charities.  Finally 
need  the  name  and  a 
of  the  person  you  des 
as  executor  of  yom-  es 
Review  your  will 
two  years,  or  in  the  e'| 
a  move  to  another  statJ 
of  a  child,  mai'riage  it 
vorce,  amorj 


er  tilings, 
not  be  necp. 
to  rewT'ite  « 
tii"e  docmnei 
_  _    sahent  partjg 

•  You  have  children 


Rewrite  Your 
Will  When: 


•  You  get  divorced 

•  You  inherit  money 

•  Your  wealth  sub- 


SometluiPi 
to  conside^ 
hving  will.  ^ 
vides  instrlS 
in  the  unfo|B 
event  that  & 


,     .  •  11  come  serioBi 

stantially  increases__ 


•  A  beneficiary  dies 

•  You  move  to  anoth 
er  state 


cost  is  $oUU  to  $1,UUU— about 
the  same  you  would  pay  yoiu' 
accountant  to  do  your  tax- 
es— depending  on  the  com- 
plexity of  your  estate.  Get  a 
recommendation  from  a 
friend,  or  your  state  bar  as- 
sociation can  refer  you  to  an 
estate  planning  attorney  in 
your  area. 

PC  PREPARATION.  If  your  af- 
fairs are  fairly  simple — for 
instance,  your  net  worth  is 
under  $600,000  and  your  only 
beneficiaries  are  a  spouse 
and  children — then  you 
might  consider  using  one  of 
the  several  computer  soft- 
ware packages  to  prepare 
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The  Quick  &  Legal  Will 
Book,  by  Dennis  Clifford 
(Nolo  Press,  $15.95). 

The  fii'st  step  when  writ- 
ing your  will  is  to  take  a  fi- 
nancial inventory — your  in- 
come, assets,  debts,  life 
insurance  policies,  the  deed 
to  your  house.  You  may  dis- 
cover that  you  have  more 
than  you  thought  you  had 
and  that  your  estate  (if  moi-e 
than  $60(),000  for  individuals, 
$1.2  million  with  a  spouse) 
will  be  subject  to  federal  and 
state  taxes.  If  so,  it's  a  good 
time  to  consider  establishing 
trusts. 

Next,  assemble  your  legal 


your  own  eft 
decisions.  M 
will  state;  J) 
wishes  conm 
the  use  of  »* 
taining 
tors,  other  machind) m 
medications.  You  caiju- 
living  will  to  instinct  (W! 
as  to  when  they  shiti 
shouldn't  resuscitate  yx 
at  least  want  you  tddt^ 
nate  a  person  to  mal  t  ' 
medical  decisions  fi  ' 
says  Donna  Muehled 
toniey  with  Stoel  Ri 
a  Portland  (Ore.)  1; 
"We  want  to  avoid 
somebody  go  to  coui 
clare  you  inconipetei 
Deciding  who  gt- 
after  you  die  isn't  a 
task.  However,  it  i 
that  you  decide  th;i 
one  else.  Stua 
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EEK  BEHIND  THE 

EEL  OF  AN  ELECTRIC  CAR 


Correspondent  Larry 
mg  in  Los  Angeles 
spent  a  week  kick- 
tires  of  General  Mo- 
',w  EVi  electric  car. 
is  diary: 

r.  A  shiny  red  EVl 
!  Vehicle)  anived  this 
;.  It  was  dehvered  to 
ce  on  a 
truck  so 

0  strand  me  with  an 
larged  battery.  The 
fig  I  notice  on  my  7.5 
Timute  home  is  that 
,  with  its  distinctive 
p  shape,  is  a  head- 
The  only  dicey  mo- 

when  a  dude  in  a 
^orsche  911  Turbo 
and  out  of  traffic  to 
the  car  from  every 
vantage  point.  Then 
alongside,  rolls  down 
dow,  and  wants  to 
60  mph. 

home,  I  pull  the  120- 
ivenience  charger — 

1  equipment — out  of 
k  and  plug  it  into  my 
outlet.  It  turns  out, 

that  you  need  to 
buy  a  240-volt  chai-g- 
ise  using  the  120-volt 
shortens  the  life  of 
ery  pack,  which  vdll 

back  thousands  of 
-0  replace.  Cost  of  a 

charger:  $1,995,  or 
ithlv  on  a  lease,  and 
$895  to  install. 

I  settle  in  for  an 

with  the  owner's 
relearning  all  that  I 


thought  I  ab'eady  knew  about 
driving. 

TUESDAY.  After  a  charge,  the 
I'ange  gauge — a  digital  read- 
out of  how  much  mileage  you 
can  expect  ft'om  the  charge 
remaining  in  the  batteries — 
says  only  27  miles.  But  after 
I  drive  11  miles,  it  registers 
35.  That's  proba- 
bly because  I'm 
in  the  "coast-down"  mode. 
That  way,  coasting  and  brak- 
ing recharge  the  battery.  It 
also  makes  the  car  whine 
more. 

That  brings  me  to  sounds. 
This  car  doesn't  sound  like 
yom*  ordinary  car.  What  you 
hear  is  more  like  the  whine 
of  a  turbine,  rising  in  pitch 
and  loudness  as  you  speed 
up.  I  found  it  annoying,  most- 
ly because  I  wasn't  used  to 
it.  Other  unusual  sounds  in- 
clude the  chirp  instead  of 
click  of  the  turn  signals. 
Wlien  you  step  on  or  off  the 
brake,  there's  a  click  from  the 
rear  of  the  cai'.  The  cat*  beeps 
when  you  back  up,  and 
there's  a  second,  softer  horn 
to  alert  pedestrians  of  your 
stealthy  presence. 


THE  EVl:  IIn  engine  whines, 
and  the  brakes  click — but 
performance  isn't  bad 

Instead  of  an  instrument 
panel,  there  are  warn- 
ing Mghts  and  digital 
gauges  stmng  out 
below  the  wind- 
shield, which  add 
to  the  spacious 
feeling  in  this 
tiny  two-seater. 
There's  no  glove  box,  but 
the  trunk  space  is  generous. 
The  center  console  looks  nor- 
mal, with  the  usual  controls 
for  heating,  A/c,  and  radio 
(however,  if  you  use  these 
creatui'e  comforts,  especially 
the  A/c,  you're  going  to  use 
up  batteiy  power,  sacrificing 
distance).  There  also  ai-e  a  few 
unfamiliar  buttons.  One,  for 
example,  changes  the  veitical 
bar  showing  the  remaining 
chai'ge  to  one  that  displays  in- 
stantaneously how  much  pow- 
er the  car  is  using  to  acceler- 
ate or  perhaps  climb  a  hill. 
One  big  diffei'ence  is  the  ab- 
sence of  an  ignition  key.  You 
punch  in  a  five-digit  pin  and 
then  hit  the  "Pam"  button. 
WEDNESDAY.  My  only  ap- 
pointment today  is  lunch  with 
the  folks  at  Edison  Ev,  the 
company  gm  has  contracted 
with  to  install  chargers  for 
people  who  lease  an  EVi.  My 
hidden  agenda:  Edison  has 
240-volt  charging  stations,  so 
I  can  top  off  with  a  quick 
charge.  The  company  is  slow- 
ly building  public  charging 
stations.  There  are  50  around 
Los  Angeles,  and  there  will 
be  300  more  by  yearend. 
Many  of  the  facilities  are  be- 
ing paid  for  by  businesses 
such  as  Wal-Mart  Stores  and 
McDonald's  that  are  trying 
to  promote  an  environment- 
fiiendly  image. 

You  can  only  lease  the  car, 
not  buy  it,  and  it's  only  avail- 


A  dude  in  a  black  Porsche 
wanted  to  talk  car.  So  did 
he  cop  who  pulled  me  over 


able  in  California  and  Ari- 
zona. The  sticker  says 
$33,995,  but  there's  a  federal 
tax  credit  and  a  $5,000  re- 
bate from  our  local  air-pollu- 
tion agency  in  Los  Angeles 
that  bring  monthly  payments 
down  to  around  $480.  And 
with  Edison's  special  ev  rates 
of  about  4e  a  kilowatt  hour, 
fuel  costs  are  about  a  quarter 
of  a  conventional  car's  (for 
every  1,000  miles,  the  EVi 
would  cost  $13.62,  vs.  $50  foi' 
a  nonnal  car  getting  25  miles 
per  gallon). 

THURSDAY.  My  15-mile  round 
trip  is  all  I  diive  today.  How- 
ever, I'm  worried  about  to- 
morrow, when  I  know  I've 
got  to  get  at  least  60  miles 
out  of  it. 

FRIDAY.  Uh-oh.  The  range 
gauge  says  47  miles,  but  I  go 
anyway.  Immediately,  a  pa- 
trol car  waves  me  over,  but 
the  officer  just  wants  to  see 
how  I  like  the  car.  After  a 
few  downhill  miles,  I'm  confi- 
dent I  can  make  it,  and  when 
I  reach  my  destination,  23 
miles  away,  the  display  says  I 
have  61  miles  left  of  batteiy 
charge.  I  get  home  with  plen- 
ty of  power  to  run  to  the 
drugstore.  I'm  closing  in  on 
the  magic  70-mile  mark  that 
the  EPA  ratings  promise  be- 
tween charges. 
SATURDAY,  SUNDAY.  This  is 
the  perfect  city  runabout  for 
short  trips  to  the  grocery  or 
dry  cleaner.  But  I'm  a  bit 
tired  of  my  newfound  con- 
servative style,  vdth  precise 
accelerations  and  slow,  coast- 
ing stops,  aimed  at  saving 
power.  So  I  peel  away  from  a 
few  stoplights  and  am 
amazed  by  the  power.  This 
is  no  golf  cart:  The  cai-mag- 
azine  road  testers  are  get- 
ting O-to-60  mph  in  less  than 
8  seconds. 

MONDAY.  By  now,  I'm  pretty 
much  sold  on  the  concept. 
The  EVl  is  ideal  as  a  second 
or  third  car,  especially  if  you 
want  to  make  a  statement. 
Sui'e,  it's  a  bit  pricey,  and  you 
have  to  map  out  your  day  if 
you  go  beyond  your  ordinary 
commute.  But  then  again, 
whoever  said  that  being  en- 
vironmentally correct  was 


easy.' 


Larry  Armstrong 


Rl 


KINF<;^  WFFK  /  MARHH  ^    IQQ?  117 


C  www.businessweek.conO 


ADDRESS 


Adobe  Systems  Inc. 

ww\v.adobe.coni/?BW 

Advanced  Micro  Devices 

www.iimd.com 

Aetna 
i.: -A  www.aetna.com 
^       The  American  Institute 

of  Architects 

www.aia.org 

American  Power 

Conversion 

www.apcc.com 

AMP 

www.amp.com 
Andersen  Consulting 

www.ac.com 
Apple  Computer 

www.apple.coni 

Arthur  Andersen 

www.ArthurAndersen.com 

AST  Computer 

www.ast.com 

AT&T 

www.att.com 

Bavarian  Ministry  for 

Economic  Affairs 

www.bayern.de 

Bayer 

www.bayer.com 
Bell  Atlantic 
www.bell-atl.com 
Cadillac 

www.cadillac.com 
Caliber  System 

www.calibersvs.com 


E  C  T  0  RY 


Canon 

www.canon.com 

Canon  Computer  Systems 

www.ccsi.canon.com 
Casio 

www.casio.com 
Chevrolet  Motor  Division 

www.chevrolet.com/car 
Chrysler 

www.chryslercorp.com/ 
Cisco  Systems 
www.cisco.com 
The  CIT  Group 

www.citgroup.com 

Compaq 

www.compaq.com 
Computer  Associates 
www.cai.cimi 
Consolidated 
Freightways,  Inc. 
www.cnt.com 
Delta  Air  Lines 
www.delta-air.com 
Digital  PC 

wvvw.wnidows.digital.com 
Diners  Club  International 

www.dinersciiib.com 
Ericsson 

www.ericsson.se/systems/gsm 

Fidelity  Investments 

www.tid-mv.com 

Flexilnternational  Software 

www.tlexi.com 

Ford 

www.ford.com/ 


France  Telecom 

www.francetelecom.com 

Fujitsu 

www.fuiitsu.com 

Fujitsu  PC  Corporation 

www.tuiitsu-pc.com 

GE  Information  Services 

www.geis.com 

General  Motors 

www.gm.com 

Haworth 

www.  h  a  wo  r  t  h  -  fu  r  n .  CO  m 
Hewlett-Packard 
www.hp.com 
Hilton  Hotels 

www.hilton.com 
Hitachi 

www.hitachi.com 
Honda 

www.hoiida.com 

Hyatt  Hotels  Corporation 

wwwhvatt.com 

Hyperion  Software 

www.hvsoft.coni 
IBM 

www.ibm.coni 
Imation 

wvvw.iniation.com 
Informix 

www.inforniix.com 
Intel 

www.intel.com/ 
International  Institute  for 
Management  Development 

www.imd.ch/ 
ITT  Hartford 

www.  ittharttord.com 
Kingston  Technology 

www.kingston.com/ 
bw.htni 

KJnko's  Corporate 

wwwkinkos.com 

Lawson  Software 

www.  Lawson  .com 
Lexus 

www.lexususa.com 


Lincoln-Mercury 

www.lincolnmercury.com 
Lotus 

www.lotus.com 
Lucent  Technologies 

www.lucent.coni 
Lufthansa 

www.lutthansa-usa.com 
Mail  Boxes  Etc. 
www.mbe.com 
MCI 

www.mci.coni 

Mercedes-Benz 

www.tisa.niercedes-benz.com 

Merrill  Lynch 

www.nil.com/ 

Microsoft 

www.microsoft.com/ 
NCR 

www.ncr.coni 
Netcom  On-Line 
Communication  Services 

www.netconi.coni 
Norfolk  Southern 
www.nscorp.com 
Novell 

www.novell.com 
Okidata 

www.okidara.com 

Open  Market 

www.openniarket.com 

Oracle  Corporation 

www.oracle.com 

Palm  Computing 

A  division  of  U.S.  Robotics 

www.  iisr.com/paim 

PeopleSoft 

www.peoplesoft.com 

The  Principal  Financial 

Group 

www.principal.com 
Praxair 

www.praxair.coni 
PSINet 

www.psi.net/ 
QUALCOMM 

www.qualcomm/com/cdnia/ 


Adverti  i 

Raytheon 

www.raytheon.com  f 
Ricoh  Corporation 

www.ricoh.com 
Saab 

www.saabusa.com 
SAP 

www.sap.coni 
SAS  Institute 
www.sas.com/ 
Charles  Schwab 

www.schwab.com 
Sharp 

www.sharp-usa.com/ 
Siemens 

www.siemens.com 
Silicon  Graphics 
www.sgi.com 
SkyTel 

www.skytel.com 
Sprint 

www.sprint.co.m 
Sun  Microsystems 
www.sun.com 
Sybase 

www.sybase.com 
Symantec  ^ 
www.symantec.com  ift 
Texas  Instruments 
www.ti.com 
Toshiba  America  ,^ 
Information  SysteirH 
computers. toshiba.c(it^ 
Toyota  Motors  ^ 
www.toyota.com 

T.  Rowe  Price 

www.troweprice.con 

Unisys 

www.unisys.com 
United  Airlines 

www.ual.com 
UPS 

www.ups.com 
U.S.  Robotics 

www.usr.coni 

The  Vanguard  Gro 

www.vanguard.com 


Sun  designed  thi 
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back  when  peopl< 
thought  intranet 
was  a  ty pO« 
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36  trom  last  year:  9.27o 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

Feb.  8=135.9 
1992=100 


3  June  Oct  Feb 

6  1996  1996  1997 

lex  IS  a  4-week  moving  average 

uction  index  edged  dowrn  for  the  second  week  in  a  row  by  falling  in 
ended  Feb.  8.  However,  before  calculation  of  the  four-week  moving 
the  index  rose  to  135.7,  from  135.5.  On  a  seasonally  adjusted  basis, 
vels  of  coal,  rail-freight  traffic,  and  steel  increased.  Milder  weather 
e  latest  week  contributed  to  a  sharp  decline  in  electric  power  output, 
irk  slowdown  caused  a  decline  in  auto  production. 


index  copyright  1997  by  The  McGraw-Hill  Companies. 


[NG  INDICATORS                         '  V  ;  . 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

RICES  (2/14)  S&P  500 

808.48 

789.56 

23.4 

ATE  BOND  YIELD.  Aaa  2/14) 

7.26% 

7.34% 

5.8 

tIAL  MATERIALS  PRICES  (2/14) 

108.0 

109.2 

-1.8 

SS  FAILURES  (2/7) 

INA 

NA 

NA 

TATE  LOANS  (2/5)  billions 

NA 

NA 

NA 

SUPPLY,  M2  (2/3)  billions 

$3,860.8  $3,858.2r 

4.9 

CLAIMS.  UNEMPLOYMENT  (2/8)  thous  309 

324r 

-18.9 

Standard  &  Poor's,  Moody's,  Journal  of 
3et  (failures  of  large  companies),  Federal 

Commerce  (index:  1990=100).  Dun 
Reserve,  Labor  Oept 

lESTRATES 

L  FUNDS  2/18) 

LATEST 
WEEK 

5.55% 

WEEK 
AGO 

5.07% 

YEAR 
AGO 

5.20% 

ICIAL  PAPER  (2/19)  3-montfi 

5.38 

5.40 

5.16 

CATES  OF  DEPOSIT  (2/19)  3  month 

5.34 

5.36 

5.17 

ORTGAGE  i2/14)  30-year 

7.85 

7.89 

7.24 

tBLE  MORTGAGE  (2/14)  one  year 

5.81 

5.74 

5.40 

1118) 

8.25 

8.25 

8.25 

Federal  Reserve,   HSH  Associates,   Bloomberg  Financial  Markets 


STFPL  (9/]  "SI  thniic;  nf  npt  \nn-^ 

LATEST 
WEEK 

2,078 

WEEK 
AGO 

2,033# 

YEARLY 
%  CHG 

1.2 

AUTOS  (7/1  5)  unit'; 

128,604 

125,596r# 

5.7 

TRUCKS  (2/1  5)  units 

128,390 

131,018r# 

5.7 

ELECTRIC  POWER  (2/15)  millions  of  kilowatt-hrs. 

NA 

63,054# 

NA 

CRUDE-OIL  REFINING  (2/15)  thous.  of  bbl./day 

NA 

13,235# 

NA 

COAL  (2/8)  thous.  of  net  tons 

21,398# 

20,248 

20.9 

LUMBER  (2/8)  millions  of  ft. 

496. 9# 

507,3 

22.8 

RAIL  FREIGHT  (2/8)  billions  of  ton-miles 

27. 2# 

26.4 

14.3 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
institute,  American  Petroleum  institute.  Energy  Dept  ,  WWPAi,  SFPA2.  Association  of 
American  Railroads 

PRICES 

GOLD  (2/19)  $/troy  oz. 

UTEST 
WEEK 

346.250 

WEEK 
AGO 

337.700 

YEARLY 
%CHG 

-12.7 

STEEL  SCRAP  (2/14)  #1  heavy,  $/ton 

146.50 

146.50 

1.3 

COPPER  (2/14)  e/ib. 

111.5 

110.8 

-5.7 

ALUMINUM  (2/14)  (z/ib. 

74.8 

77.5 

-1.6 

COTTON  (2/15)  strict  low  middling  1-1/16  in.,  (Z/lb.  69.98 

70.86 

-14.4 

OIL  (2/18)  $/bbl. 

22  14 

22.04r 

5.2 

CRB  FOODSTUFFS  (2/18)  1967=100 

238,28 

235.18 

1.9 

CRB  RAW  INDUSTRIALS  (2/18)  1967=100 

345.19 

343.47 

5.3 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Metals 
market,  NYMEX.  Commodity  Research  Bureau 

H/eeA,  IVlemphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (2/19) 

LATEST 
WEEK 

124.39 

WEEK 
AGO 

123.83 

YEAR 
AGO 

105,15 

GERMAN  MARK  (2/19) 

1.70 

1.68 

1.46 

BRITISH  POUND  (2/19) 

161 

1.63 

1.54 

FRENCH  FRANC  (2/19) 

5.74 

5.68 

5.01 

ITALIAN  LIRA  2/19) 

1690.4 

1649.0 

1569.3 

CANADIAN  DOLLAR  (2/19) 

1.36 

1.36 

1.37 

MEXICAN  PESO  (2/19) 

7  777 

7.790 

7.535 

TRADE-WEIGHTED  DOLLAR  INDEX  (2/19) 

105 

104.3 

95.1 

Sources:  Maior  New  York  banks  Currencies  expressed  m  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars    Trade-weighted  doliar  via  J  P  Morgan 


in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  mdex  (chart);  other  components  {estimated  and  not  listed)  include  machinery  and  defense 
l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revi5ed       NM=Not  meaningful 


E  WEEK  AHEAD 


L  BUDGET 

Feb.  24,  2  p.m. est  ►The  U.  S. 
is  likely  to  report  a  surplus  of 
llion  for  January,  a  bit  lower  than 
5  billion  surplus  of  a  year  earlier, 
e  median  forecast  of  economists 
by  MMS  International,  one  of  The 
Hill  Companies. 

lER  CONFIDENCE 

Feb.  25.  10  a.m. est  ►  The  Con- 
3oard's  index  of  consumer  confi- 
obably  fell  to  115.8  in  February, 
•ading  of  116.8  in  January.  Howev- 
gh  level  of  the  February  index 
II  show  that  consumers  are  quite 
vith  the  economy's  performance. 


HUMPHREY-HAWKINS  TESTIMONY 

Wednesday,  Feb.  26,  10  a.m. est  >■  Federal 
Reserve  Chairman  Alan  Greenspan  is  sched- 
uled to  give  his  semiannual  testimony  on 
monetary  policy  to  the  Senate  Banking 
Committee,  Greenspan  will  report  the  Fed's 
central-tendency  forecasts  for  economic 
growth,  inflation,  unemployment,  and  mon- 
ey-supply growth  for  1997.  Greenspan  will 
testify  to  the  House  Banking  Committee  on 
Feb,  27. 

DURABLE  GOODS  ORDERS 

Thursday,  Feb.  27,  8:30  a.m.EST>  New 
orders  for  durable  goods  likely  increased  1% 
in  January.  That  follows  two  steep  declines, 
including  a  1.9%  drop  in  December. 


EXISTING  HOME  SALES 

Thursday,  Feb.  27,  10  a.m. est  >■  The  mms 
median  forecast  projects  existing  homes 
probably  sold  at  an  annual  rate  of  3.9  mil- 
lion in  January,  about  even  with  the  3.87 
million  sold  in  December. 

GROSS  DOMESTIC  PRODUCT 

Friday.  Feb.  28.  8:30  a.m. est  >■  Real  gdp 
probably  grew  at  a  revised  annual  rate  of 
4.4%  in  the  fourth  quarter,  says  the  mms 
forecast.  That's  slightly  down  from  the 
4.7%  gain  initially  reported  by  the  Com- 
merce Dept.,  but  still  faster  than  the  2.1% 
increase  in  the  third  quarter.  The  revision 
will  likely  show  that  inventories  grew  slower 
than  first  thought. 
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Call  Centers: 
A  New 
Customer  Channel 


A  record  number  of  businesses  are 
embrocing  call  centers  as  their  primary 

customer  link.  The  result?  Stronger 
customer  loyalty,  increased  profits  and 
reduced  operating  costs.  Now  here's 
your  chance  to  boost  sales  and  make 
the  connection  with  6.1*  million  readers 

with  an  eye  on  their  companies' 
bottom  lines.  Advertise  in  Call  Centers, 

A  New  Customer  Channel, 
and  make  this  special  ad  section  your  link 
to  a  thriving  audience  of  high  tech 
decision  makers. 
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Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 
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Adept  Technology  74 
Ahmanson  (H,F.)  (AHM)  43 
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Air  Canada  40,48 
AirTouch  Communications 
(ATI)  60 
Allen  66 

American  Air  Lines  (AMR)  40, 
42, 48,  79,  86 

America  Online  (AOL)  10,43, 
92 
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Amoco  (AN)  94 
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Apple  Computer  (AAPL)  43, 92 
AT&Tm  60 
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Dallas  Cowboys  13 
Dallas  Mavericks  6 
Dallas  Stars  6 
Dataquest  60 
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Dearborn  Financial 
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Debonair  Airways  48 
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Deutsche  Bank  79 
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BankAmerica  (BAG)  79 
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British  Telecommunications 
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Electrolux  74 
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estment  Figures  of  the  Week 


00 

ug.    Feb.  Feb.  13-19 


U.S.  MARKETS 


Latest 


%  change 
Week  Year 


I 


815 

812.4 

810 


ihange 


1-weeh  change 
+  1.2% 


NTARY 

Jones  industrials  moved 
classier  neighborhood — 

0  block  of  Wall  Street, 
rst  cleared  the  millennial 

1  Feb.  13,  slipped  and 
ick  for  a  7067  high  on 
.  Stocks  may  run  mto 
sistance  at  these  lev- 
price-earnings  ratio  for 
idard  &  Poor's  500  is 
while  the  fair  value  for 
int  level  of  interest  rates 
ven  if  the  bull  takes  a 
has  been  one  heck  of 
far.  The  Dow's  up  8.9%; 

9.7%.  Mid-cap  and 
ip  stocks  trail  the  big 
they've  done  since  last 


Dow  Jones  Industrials 

7020.1 

0.8 

27.6 

NASDAQ  Combined  Composite 

1365.6 

0.5 

25.2 

S&P  MidCap  400 

269.0 

1.2 

18.3 

S&P  SmallCap  600 

148.6 

1.8 

19.6 

S&P  SuperComposite  1500 

174.0 

1.2 

24.4 

%  change 

SECTORS 

Latest 

Week 

Year 

Bloomberg  Information  Age 

249.7 

0.1 

21.5 

S&P  Financials 

95.8 

3.6 

44.3 

cop  lltilifioc 
our  UlllUlcS 

-0.3 

-1.7 

P^P  Tprhnnlnoru 

269  2 

2.5 

27.2 

%  change 

FOREIGN  MARKETS 

Latest 

Week 

Year 

London  (FT-SE  100) 

4357.4 

1.2 

16.4 

Frankfurt  (DAX) 

3233.8 

0.5 

34.8 

Tokyo  (NIKKEI  225) 

18,599.1 

1.0 

-10.2 

Hong  Kong  (Hang  Seng) 

13,106.3 

-2.6 

13.0 

Toronto (TSE  300) 

6248.9 

1.4 

24.3 

Mexico  City  (IPC) 

3875.0 

1.9 

30.2 

Week 

Year 

FUNDAMENTALS 

Latest 

ago 

ago 

S&P  500  Dividend  Yield 

1.78% 

1.84% 

2.13% 

S&P  500  P/E  Ratio  (Last12mos. 

21.4 

20.6 

18.8 

S&P  500  P/E  Ratio  (Next  12  mos.)*  17.2 

16.7 

NA 

First  Call  Earnings  Revision* 

-0.34% 

-0.41  % 

NA 

Week 

TECHNICAL  INDICATORS 

Latest 

ago 

Reading 

S&P  500  200-day  average 

701.4 

698.1 

Positive 

Stocks  above  200-day  average 

73.0% 

70.0% 

Negative 

Options:  Put/call  ratio 

0.58 

0.62 

Negative 

Insiders:  Vickers  Sell/buy  ratio 

1.78 

1.76 

Positive 

Data:  Bloomberg  Financial  Markets;  *Flrst  Call  Corp. 


BEST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Savings  &  Loans 

27.1 

Shoes 

111.7 

Invest.  Banking/Brokrge. 

24.8 

Semiconductors 

84.5 

Shoes 

16.0 

Savings  &  Loans 

70.2 

HMOs 

15.4 

Oil  &  Gas  Drilling 

65.9 

Trucking 

15.3 

Invest.  Banking/Brkrge.  62.7 

WORST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Oil  &  Gas  Drilling 

-15.6 

Gold  Mining 

-20.2 

Oil  Exploration  &  Prod. 

-15.4 

Trucking 

-19.0 

Oil-Weil  Equip.  &  Svcs. 

-9.1 

Broadcasting 

-17.3 

Communications  Equip. 

-8.1 

Machine  Tools 

-15.3 

Engineering  &  Constr. 

-7.1 

Steel 

-12.1 

BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

IBM 

145V4 

-21^/4 

Motorola 

62  Vs 

-5% 

Atmel 

38  V2 

-53/8 

DuPont 

109V2 

-1  V4 

Read-Rite 

27  Vs 

-3% 

Ascend  Communications 

62^8 

-16% 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Intel 

154  5/8 

9% 

Microsoft 

97% 

6% 

Sun  Microsystems 

333/4 

1% 

Amgen 

59  V2 

5V2 

WorldCom 

27 

1 

Dell  Computer 

74^/8 

1 1  V16 

>URY  BOND  INDEX 

.ug.    Feb.  Feb.  13-19 


1514.31 

•  1505 


:hange       1 -week  change 
■^0.8% 

mberg  Financial  Markets 
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KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

4.96 

4.95 

4.97 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

5.09 

5.14 

4.99 

assuming  a  ir/o  federal  tax  rate. 

IChyr.  bond 

30-yr.  bond 

6-MONTH  BANK  CDS 

5.01 

5.01 

4.61 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.44 

5.52 

5.09 

GENERAL  OBLIGATIONS 

4.75% 

4.81% 

5.35% 

5.41% 

10-YEAR  TREASURY  NOTES 

6.31 

6.43 

6.01 

PERCENT  OF  TREASURIES 

75.36 

75.03 

81.39 

80.67 

30-YEAR  TREASURY  BONDS 

6.58 

6.71 

6.39 

TAXABLE  EQUIVALENT 

6.88 

6.97 

7.75 

7.84 

LONG-TERM  AA  INDUSTRIALS 

6.99 

7.15 

6.81 

INSURED  REVENUE  BONDS 

4.82 

4.92 

5.54 

5.64 

LONG-TERM  BBB  INDUSTRIALS  7.39 

7.50 

7.24 

PERCENT  OF  TREASURIES 

76.47 

76.75 

84.28 

84.09 

LONG-TERM  AA  TELEPHONES 

7.27 

7.39 

7.17 

TAXABLE  EQUIVALENT 

6.99 

7.13 

8.03 

8.17 

EQUITY  FUNDS 
Leaders 

Four-week  total  return 


Laggards 
%    Four-week  total  return  % 


American  Heritage 
Lexington  Troika  Russia 
Merrill  Mid.  East/Atrica  A 
Fidelity  Sel.  Brokerage 
SIFE  Trust  I 

Leaders 

52-week  total  return 


21.3  Pin  Oak  Aggressive  Stock  -12.2 

20.5  GT  Glob.  Natural  Res.  A  -11.6 

12.6  Fidelity  Sel.  Natural  Gas  -11.2 
11.9  Van  Wagoner  Emerging  Gr.  -11.2 

9.5  TCW/DW  Mid-Cap  Equity  -8.7 

Laggards 

%  52-week  total  return  % 


EQUITY  FUND  CATEGORIES 
Leaders 

Four-week  total  return  % 

Financial  7.6  Natural  Resources 

Latin  America  7.3  Small-cap  Growth 

Health  5.4  Technology 

Diversified  Emerging  Markets  3.8  Paclhc  ex-Japan 

Precious  Metals  3.7  Mid-cap  Growth 


Leaders 

52-week  total  return 


Laggards 

Four-week  total  return  % 

-3.6 
-3.0 
-2.9 
-2.3 
-0.9 

% 


Laggards 

52-week  total  return 


iingstar.  Inc. 


Vontobel  Eastern  Europ.  Eq. 
Interactive  Inv.  Tech  Val. 
State  St.  Res.  Glob.  Res.  A 
Portico  MIcroCap  Instl. 
Warburg  Small  Co.  Val.  Com. 


86.7  United  Svcs.  Gold  Shares  ^0.9 

87.5  Steadman  Technology  Grth.  -38.7 

66.1  DFA  Japanese  Small  Co.  -34.4 

61.0  Fidelity  Japan  SmaH  Co.  -31.6 

50.5  Matthews  Korea  -30.2 


Financial 
Real  Estate 
Latin  America 
Large-cap  Blend 
Large-cap  Growth 


37.6  Japan 

32.8  Precious  Metals 

32.0  Diversified  Pacific 
24.4  Pacific  ex-Japan 

24.1  Communications 


-18.0 
-12.0 
-2.9 
1.4 
7.1 


s  of  market  close  Wednesday,  Feb.  18,  1997,  unless  ottierwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  Feb.  17,  For  a  more  detailed  explanation,  write 
e  S&P  500  companies  only.  Fundamentals,  technical  indicators,  Bloomberg  mon-     to  us  or  E-mail  figuresQbusinessweek.com  NA=Not  available  r=revised  * 'Vanguard  Index  500  Fund 


Editorials 


THE  NEW  STAKES  IN 
U.S.-CHINA  RELATIONS 

The  man  who  brought  global  capitalism  to  China  is  dead. 
Deng  Xiaoping  left  beliind  a  society  mai'ked  by  rising  liv- 
ing standards,  social  inequality,  and  growing  nationalism. 
Deng's  hand-picked  successor,  Jiang  Zemin,  reigns  rather 
than  i-ules  witliin  a  collective  leadership  that  includes  miUtaiy 
and  political  hard-liners  as  well  as  economic  reformers.  They 
hope  to  use  China's  booming  economy  to  project  power  on  the 
international  scene  wliile  maintaining  their  post-communist  au- 
thority at  home.  Therein  lies  the  quandary  for  U.  S.  policy. 

The  U.S.  expects  China's  market  economy  to  lead  to 
democracy,  human  rights,  and  the  smooth  integi'ation  of  the 
giant  nation  into  the  global  system.  Evidence  that  this  may 
take  a  long  time  is  hardening  Washington's  attitude  toward 
China.  Environmentalists  are  blocking  Export-Import  Bank 
loans  to  U.S.  corporations  for  China's  giant  Three  Gorges 
Dam.  The  consei'vative  Weekly  Stanckird,  in  an  issue  devoted 
solely  to  China,  basically  calls  for  a  new  cold  war  against  it. 
The  director  of  the  U.S.  Defense  Intelligence  Agency  de- 
scribes China  as  a  "threat"  to  future  U.S.  interests.  And 
the  possibility  that  the  Chinese  Embassy  was  involved  in  tun- 
neling money  to  the  Democratic  National  Committee  during 
the  recent  Presidential  election  has  Washington's  blood  up.  It 
is  no  accident  that  the  hot  new  book  inside  the  beltway  is  The 
Coming  Conflict  with  China. 

Things  threaten  to  spiral  out  of  control.  Hong  Kong's 
transfer  to  Chinese  control  in  July  will  be  one  flash  point.  Chi- 
na's threat  to  water  down  Hong  Kong's  civil  liberties  has  al- 
ready angered  Congress.  Should  there  be  a  failure  of  Beijing 
to  live  up  to  its  promise  of  full  autonomy  for  Hong  Kong, 
U.S.-Sino  relations  could  sour  fast  (page  30). 

Only  strong  personal  commitments  from  both  Jiang  and 
Clinton  can  carry  the  two  nations  over  the  rocky  period 
ahead.  At  upcoming  summits,  the  two  leaders  should  ex- 
press the  need  for  solid  ties  between  the  U.S.  and  China. 
Both  Deng  and  George  Bush  fought  to  keep  theii-  hard-liners 
at  bay.  Jiang  and  Clinton  must  do  the  same.  The  two  coun- 
tries must  engage  at  a  pragmatic,  realistic  level.  They  don't 
have  to  be  friends,  but  they  must  not  become  enemies. 

CAMPAIGN  FINANCE 
CAN  BE  REFORMED 

The  scandal  of  campaign  finance  is  beginning  to  erode  the 
very  foundations  of  democratic  life  in  America.  The  buying 
and  selhng  of  access  and  influence  in  Washington  is  generating 
a  deep  disillusionment  among  individual  voters.  Feeling  pow- 
erless in  the  face  of  enormous  special  interest  money,  they  are 
boycotting  elections  in  evex-greater  number-s.  Less  than  half  the 
electorate  bothered  to  vote  in  the  latest  Presidential  election. 


It  is  true  that  the  campaign  finance  problem  is  extrj 
complex,  made  worse  by  an  unfortunate  1976  Supreme 
decision  that  equated  free  spending  with  free  speecj 
wr-apping  campaign  spending  in  the  Constitution's  First  Al 
ment,  the  couit  made  any  effort  at  refomn  that  much  mo; 
ficult.  Ideally,  a  bipartisan  pact  between  the  Democrat] 
Republican  National  Committees  that  would  cap  spc) 
could  solve  the  problem.  But  the  normal  political  procj 
clearly  not  about  to  delivei-  such  a  solution.  Campaign  U 
reform  must  be  taken  out  of  the  hands  of  politiciar] 
placed  within  a  bipartisan  commission.  Run-away  cari 
spending  is  no  less  a  national  problem  than  Social  Securi 
the  closing  of  military  bases,  both  of  which  were  addres 
bipartisan  commissions.  Not  that  there  is  any  shortage 
gestions  on  how  to  curb  campaign  spending.  businEvSS 
provides  a  list  of  what  is  possible  without  changing  th 
stitution  or  providing  public  finance  (page  36). 

In  the  meantime,  Pi'esident  CUnton  should  avoid  t 
seemly  and  hy]30critical  posture  of  attending  fancy  milli 
lar  fund-raising  dinners  while  lecturing  Congress  on  ov 
ing  campaign  finance  laws.  He  should  be  using  the  bullj 
of  his  office  to  take  the  lead  in  reforming  campaign  finar 
have  evei-y  right  to  expect  a  Utile  moral  leadership  fr 
President  of  the  United  States,  not  just  another  politic 

THE  RIGHT  CAPITAL- 
GAINS  TAX  CUT 

The  whole  debate  about  cutting  capital-gains  taxes 
time  is  surreal.  The  stock  market  is  at  a  recni 
gi-owth  is  running  at  a  3.4%  clip,  and  unemployment  is  i 
about  5%.  The  initial  public  offering  market  is  boonii 
megamergers  are  being  financed  with  ease.  Who  in  tli 
omy  is  having  trouble  raising  capital?  Where  is  the  sli 
But  no  matter.  A  capital-gains  tax  cut  is  on  its  way. 
to  the  aUgmnent  of  political  stai-s  in  Washington.  So  let's 
make  the  right  cut.  Fu'st,  don't  tinker.  Just  cut  the  tax 
and  simply.  Pi-esident  CUnton  and  some  members  of  C 
propose  to  target  capital-gains  tax  cuts  on  houses,  fam 
businesses,  and  a  whole  host  of  other  assets.  The  goal  d 
capital-gains  taxes  should  be  to  promote  overall  gTow 
geting  cuts  rewai'ds  different  political  constituencies  and 
investment  decisions.  It's  good  politics  but  bad  ec 
Second,  tie  any  tax  cut  to  long-tenn  asset  gi-owt 
who  are  willing  to  hold  onto  then-  stocks  for  several  y 
provide  steady  capital  for  investment  should  get  a  bi.t: 
gains  tax  cut  than  people  who  hold  stocks  for  shorter 
Thutl,  weigh  any  tax  cut  against  the  need  to  bal; 
budget,  which  would  do  more  tlian  anything  else  to  1 
terest  rates  and  provide  capital.  With  stocks  so  higl 
gains  tax  cut  would,  at  fii-st,  send  billions  into  the  Ti 
coffers.  But  over  time,  a  cut  in  cap-gains  taxes  woukl 
cost  the  government  serious  money. 

If  Washington  insists  on  a  cap-gains  tax  cut,  it  shoi  i 
it  broad,  simple,  and  focused  on  gi'owth,  not  poUtics. 
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IIGH-PERFORMANCE  PRAISE. 
JLL-THROTTLE  ACCOLADES. 


"THIS  TAURUS  SHO  IS  TERRIFIC  IT  IS  A  FAST  CAR,  BOTH  CONFIDENT 
AND  ATHLETIC.  IT  IS  ALSO  A  REFINED  CAR,  BOTH  QUIET  AND  COM- 
POSED. AND  IT  SURE  DOESN'T  COST  MUCH,  DOES  IT^ "      Automobile  Magazine 

(July  1996) 

"SHO'S  3.4-LITER  4-CAM  V-8,  A  MARVEL  OF  COMPACTNESS  AND 
SMOOTHNESS,  MAKES  235  BHP  WITH  LITTLE  STRAIN. "  Road  &  Track 

(July  1996) 

"THE  235-HP  V-8  ENGINE  HAS  A  HEALTHY  SNARL,  AND  ITS  POWER  IS 
CONCENTRATED  WHERE  ITS  NEEDED  " 

"REFINEMENT  AND  SPORTINESS  AT  A  FAIR  PRICE.  "  Car  and  Driver 

(July  1996) 

""BACK-ROAD  PASSING  IS  NEVER  A  CONCERN,  AND  ESCAPING  THE 
TRUCK  RACES  ON  THE  INTERSTATE  TAKES  JUST  A  TOUCH  OF  THE  TOE  " 

AutoWeek 

(April  29.  1996) 

'"YOU  GET  THE  FUN  OF  A  HIGH-PERFORMANCE  SPORTS  MACHINE, 

WITHOUT  SACRIFICING  ROOM  FOR  THE  KIDS  "  USA  TODAY 

(June  19.  1996) 

FORD  TAURUS 

^1 — I  CD 

HAVE  YOU  DRIVF.N  A  FORD  LAI  HLY? 


www  loixl  L(  mi 


■  BOB  RUBIN'S  AGENDA 


AT&T'S  GAME  PLAN 


10,  1997 


A  PUBLICATION  OF  THE  McGRAW-HILL  COMPANIES 


f\  Cloning  animals  is  just  the  beginning. 
'  Thanks  to  fundamental  advances  in 
genetics,  biology  will  define  scientific 
fogress  in  the  21st  centuiy.  It's  all  happening 
tster  than  anyone  expected.  ^ngi^^ 


iiiiii    1  nl 


0TO«7-0TO«76 


Oil  asOdHld^  084^ 

AMViian  oiiand  awvoNnyna 


r"'"iin"""iii"r'"iiii  iii'T'tii 

„^5£0T     201  Z633a#0Q9TTT9S0T  2090« 

oio*?6  ii9ia-s«*»aa9aax8« 


REPORT 


AMD  chips  help  carry  half 
of  all  cellular  phone  calls  in 
Europe.  Chips  that  help  make 
international  communication  — 
of  voice  and  data  —  faster, 
simpler  and  clearer  Telephone 
networks,  however,  are  just  one 
way  AMD  helps  you  stay  con- 
nected globally  Today,  our  chips 
help  carry  80%  of  all  Internet 
traffic.  So  whether  by  voice-mail 
or  e-mail,  AMD  helps  keep 
your  ever-changing  schedule 
on-schedule.  Visit  our  website 
or  call  1-800-222-9323. 


AMD  Flash  Memory  chips 
consume  very  little  power  yet  deliver 
the  rugged  performance 
today  s  cell  phones  demand. 


AMDH 

www.amd.com 


MTERNATIONAL  FUNDS:  2/3  OF  ALL  INVESTMENT  OPPORTUNITIES  ARE  OUTSIDE  THE  U.S. 


buVe  decided  the  time  is  right 
3  diversify  overseas.  Which  mar- 
ets?  Which  stocks?  Chances 
re,  you  don't  have  the  time  or 
jsources  to  study  all  the  foreign 
larkets;  to  learn  their  economic 
nd  political  situations,  their 
istories  and  outlooks.  Fidelity, 
owever,  puts  its  considerable 
jsources  to  work  gathering  the 
iformation  necessary  to  help 
ou  become  a  smarter  investor. 

FIDELITY  COVERS  THE 
WORLD  FOR  YOU 

lany  of  our  440  investment 

irofessionals  worldwide  live  and 

/ork  in  the  regions  they  cover. 

)ur  people  know  the  markets 

irsthand;  they  visit  the  companies 

nd  talk  to  local  ofhcials.  Because 

tf  our  worldwide  reach,  we're  able 

3  extract  in-depth  information 

rom  remote  markets  and  share 

hose  insights  with  our  other  ana- 

ysts  and  portfolio  managers  via 


Selection  of  Fidelity's  International  Funds' 

December  '96  Average  Annual  Returns 


Diversified  International  Fund 
i:   Worldwide  Fund 
Europe  Fund 

Hong  Kong  and  China  Fund 
Latin  America  Fund 
Nordic  Fund 

round-the-clock  teleconferences 
and  real-time  links  on  our  global 
computer  network. 

INTERNATIONAL  FLEXIBILITY, 
STOCK  BY  STOCK 

We  build  our  portfolios  by  select- 
ing every  security  individually  To 
help  you  diversify  internationally. 
Fidelity  offers  20  international 
funds:  6  broadly  diversihed;  14 
that  target  specific  regions  or 
countries.  Fidelity  also  provides 
you  with  m-depth  information  to 
help  make  you  smarter  about  your 
choices.  Remember,  foreign  invest- 
ments involve  greater  economic, 
poUtical,  and  currency  fluctuation 
risks,  which  may  be  further 


20.02% 
18.72% 
21.86% 
36.76% 
26.80% 
37.44% 


11.01% 
13.70% 
13.78% 


10  Year 

(or  Life  of  Fund) 


11.10%* 
9.54%* 

1 1 .80% 

33.47%* 
7.76%* 

29.55%* 


magnihed  in  emerging  markets. 
Of  course,  past  performance  is 
no  guarantee  of  future  results, 
and  you  may  have  a  gain  or 
loss  when  you  sell  your  shares. 


CALL  FOR  YOUR 

FREE 
INTERNATIONAL 
FUND  KITS 

and  consider  these 
funds  for  your  IRA 


1-800-544-0109 


www.fidelity.com 
24  hours  a  day 


Fidelity 


Investments' 


DD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

or  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

Average  annual  total  returns  for  the  penod  ending  12/31/96  are  historical  and  include  changes  in  share  pnce,  and  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of 
le  funds'  3%  sales  charge  for  all  funds  listed  except  Diversified  International  and  Worldwide,  which  do  not  have  sales  charges,  Europe  Fund  has  a  redemption  fee  of  1,0%  on 
hares  held  less  than  90  days.  Hong  Kong  and  China,  Latin  Amenca,  and  Nordic  Funds  have  a  redemption  fee  of  1,5%  on  shares  held  less  than  90  days.  Share  pnces  and  returns 
/ill  vary  'Life  of  Fund  as  of  fund  inception  date  for  Diversihed  International  is  12/27/91,  5/30/90  for  Worldwide,  11/1/95  for  Hong  Kong  and  China,  4/19/93  for  Utin  Amenca 
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COVER  STORY 


THE  BIOTECH 

CENTURY 

Gene  warfare  on 
disease?  Growing 
plastic  by  the  acre? 
DNA  computers?  The 
possibilities  are 
breathtaking  page  rs 


Special  Report 


78    THE  BIOTECH  CENTURY 

The  atom  bomb,  the  transistor,  and  the 
microchip  inarked  the  era  of  the 
physicist.  But  a  revolution  has  been 
brewing  in  biotechnology.  With  gene 
maps  becoming  available,  scientists  will 
soon  attack  scourges  ft'om  malaiia  to 
Alzheimer's  disease  at  the  molecular 
level.  Welcome  to  the  century  of  biotech 

84    DNA  FOR  DUMMIES 

A  guide  to  make  you  fluent  in  the 
language  of  genes,  genomes,  markers... 

84    TWICE  THE  PITFALLS 

The  reality  of  cloning  puts  a  new  set  of 
ethical  questions  on  scientists'  doorsteps 

90    FINDING  A  CURE  IN  DNA? 

Biotech  startups  scramble  to  discover 
commercial  treasures  in  the  gene  map 

News:  Analysis  &  Commentary 

2&    CAN  JOHN  WALTER  FIX  AT&T? 

So  far,  the  heir  apparent  is  counting  on 
nitty-giitty  management  changes  to 
anchor  a  turnaround.  Will  that  satisfy 
the  Street? 


30    A  WIRELESS  SECRET  WEAPON 

How  .'iiT&T  lucked  into  a  promising  new 
technolog>'  for  the  local  calling  market 
32    BOB  RUBIN,  GOP  NEMESIS 

The  Ti-easuiy  chief  has  emerged  as  the 
most  forceful  voice  in  the  Cabinet — with 
an  agenda  that  enrages  Republicans 

34  A  TALK  WITH  THE  TREASURY  CHIEF 
Rubin  sounds  off  on  the  balanced 
budget,  ta.xes,  and  the  economy 

35  IS  IT  A  NEW  WORLD  FOR  THE  MARKET? 
Bulls  say  it's  a  whole  different 
environment;  the  bears  say  there's  no 
way  the  runup  can  last 

36  GEEKS!  NERDS!  NAME  YOUR  SALARY 
U.S.  companies  fight  a  fierce  bidding 
war  for  high-tech  talent 

37  THIS  UNION  SUIT  COULD  SCRATCH 
Class  actions  against  Albertson's  ask: 
Can  unions  sue  companies  for  damages? 

38  COMMENTARY 

Uncle  Sam  isn't  ])laying  fair  with 
the  WTO 
40    IN  BUSINESS  THIS  WEEK 

Mui'doch's  new  orbit,  Pixar,  credit 
unions,  Citicoi-p,  Tiirok,  more  aol 
headaches,  Club  Med's 


International  Busines 

44  INVESTIGATIONS 

The  E.xport-Import  Bank's  ill 
worse  if  a  prominent  Democr; 
fund-raiser  is  named  to  run  it 

46  EUROPE 

The  Astra  vs.  the  Golf:  Bolli 
are  revamping  their  small  ca: 
latter  has  the  clear  market  ad 

47  GERMANY 

Audi  proves  its  rally  is  real  :i 
sedan  gives  the  line  a  sporty 
and  sales  soar 

48  CHINA 

Continued  reform  means  Jianiifitj 
to  bite  the  bullet  and  cm"b  thi'W  ? 
power  of  the  Communist  elite 
51    INTERNATIONAL  OUTLOOK 
Mexico's  drug  jjroblems  bodi' 
.\.\FTA  expansion  to  other  Lat 
American  countries 

Economic  Analysis 

15    ECONOMIC  VIEWPOINT 

Roberts:  Big  government  shi' 
picking  on  Big  Oil 
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SHOWTIME  AT  AT&T 

Now,  John  Walter  has  to 
convince  investors  that 
he  has  a  plan  page  26 


FAILURE 


CLEAR 


How  Zima, 
Coors'  Gen-X  brew, 
went  flat  page  110 


fDS 

ay  be 
[it  these 
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Up  Front 


EDITED  BY  LARRY  LIGHT 
PROFIT  &  GLOSS 

AINTTHATAKICK 
IN  THE  PANTS 

it's  ironic  LEVI  STRAUSS  HAS 

been  on  a  financial  tear.  Levi 
just  booked  10  straight  years 
of  record  sales.  And  the  com- 
pany, known  for  its  do-gooder 
image,  last  year  announced  an 
unusually  generous  incentive 
plan  that  could  give  each 
employee  a  bonus  of  up  to  one 
year's  pay  in  2001  if  Levi  hits 
financial  targets.  So  employ- 
ees got  a  jolt  Feb.  18  when 
the  world's  largest  apparel 
company  said  it  must  slash 
20%  of  its  5,000  U.S.  salaried 
jobs  to  cut  escalating  expens- 
es by  $80  million. 

More  bad  news  might  be 
on  the  way.  A  source  close 
to  the  San  Francisco-based 
company  says  that  plant  clos- 
ings could  be  in  Levi's  future. 
Layoffs  of  hourly  workers 
may  result.  Levi  says  only 
that  no  decision  has  been 
made  on  those  issues.  Inter- 
nal memos  obtained  by 
BUSINESS  WEEK  detail  what 


LEVI'S  OFFICES:  Cats  ahead 

the  company's  problems  are. 

The  memos  point  to  in- 
creased competition  from 
designer  and  private-label 
brands  sold  at  J.C.  Penney 
and  Sears.  These  memos  also 
blame  Levi  for  taking  on  too 
many  costly  initiatives,  such 
as  the  revamping  of  customer 
sei"vice.  Demand  has  also  flat- 
tened for  jeans.  In  an  imusual- 
ly  fi-ank  statement  for  Coi-po- 
I'ate  America,  one  memo  says: 
"We  lost  oiu"  focus  in  the  U.S. 
business  and  didn't  prioritize 
well."         Linda  Hirnelstein 


THE  LIST  BACKWATER  BOURSES  RISE 


You  think  the  U.  S.  stock 
market  has  been  hot?  Well, 
Moscow's  leading  index  far 
outpaces  the  Dow  Jones 
industrial  average  (up  9.1% 
this  year)  and  the  Standard 
&  Poor's  500-stock  index 
(up  9.6%).  The  big  gainers 
aren't  from  the  major  indus- 
trial countries — witness 
Japan's  Nikkei. 


BEST  EXCHANGES 

WORST  EXCHANGES 

COUNTRY 

RETURN* 

COUNTRY 

RETURN* 

RUSSIA 

68.9% 

AUSTRIA 

-1.2% 

TURKEY 

49.9 

NEW  ZEALAND 

-4.3 

GREECE 

41.5 

SPAIN 

-5.1 

BRAZIL 

28.5 

JAPAN 

-5.9 

MEXICO 

19.2 

THAILAND 

-11.8 

'Percentage  return  In  U.S.  dollars  from  ttie  country's  leading  stock  index 

Year-to-date,  as  of  02^5/97                             data  Bloomberg  financiai  markhs 

TALK  SHOW  ttBe  annoyed.  Be  angry.  God  knows  I  am.  Bi» 
it's  time  to  move  on. 5? 

— Walt.  Disney  CEO  Michael  Eisner,  to  shareholders  irate  over  the 
exit  package  of  Michael  Ovitz 

CONTRABAND  WAGON 

SMUGGLED  CIGARS  ARE  EXPLODING 


SMUGGLED    STOGIES  .^RE 

increasingly  the  souvenir  of 
choice  for  American  tourists 
abroad.  With  the  boom  in 
cigar  smoking,  Cuban  cig- 
ars— banned  in  the  U.  S. 
since  1962 — are  sold  more 
and  more  to  visiting  Ameri- 
cans in  Canada,  Mexico,  and 
the  Caribbean.  The  La  Casa 
del  Habano  shop  in  Antigua, 
for  instance,  says  Americans 
generally  account  for  80%  of 
sales,  buying  roughly  12,000 
Cuban  cigars  a  week.  At 
some  cigar  outlets  in  Toron- 
to, obliging  clerks  cleverly 
package  Havanas  for  Ameri- 
cans to  fool  Customs  agents. 

Such  ruses,  though,  don't 
always  work.  The  number  of 
seizures  by  U.  S.  Customs  is 
up  dramatically:  1,372  in- 
volving 96,216  cigars  valued 
at  $1.14  million  last  year,  vs. 
just  221  incidents  in  1994 


with  24,360  cigars  w 
$142,000.  Usually,  the  g;' 
are  destroyed.  Smugj; 
carrying  large  amounts  a: 
agents  suspect  are  for  rn 
could  face  up  to  10  yea:! 
prison  and  $100,000  "in  f 
While  Fidel  Castro  has 
smoking  himself,  his  i 
nomically  ailing  island)- 
ported  70  million  cigai" 
1996,  which  Cuban  off 
say  is  half  the  demand.  • 
DeG,' 


AFTERLIVES 

FOR  ALL  ROUNDS 
IN  THE  CHICKEN  BIZ 

MUHAMMAD  ALI  IS  AIMING  TO 

go  into  the  chicken  business 
again,  this  time  in  the  Mus- 
lim world,  where  the  ex- 
boxer  is  a  beloved  figure.  The 
former  world  heavyweight 
champ,  who  converted  to 
Islam  in  the  1960s,  is  stricken 
with  Parkinson's 
Disease.  But  he 
has  remained  ac- 
tive in  business 
ventures,  licens- 
ing his  name 
for  cologne  and 
clothing. 

Ali  wouldn't 
own  the  restau- 
rants. The  deal 
under  negotiation 
would  involve 
Egypt's  Behairy 
family  licensing 
his  name  for  a 
fee.  All's  lawyer 
says  that  the  two  THE  CHAMP: 


sides  are  still  far  apart 
their  part,  the  Behaii 
confident  a  deal  will  be 
The  family  wants  to  opt. 
first  cliicken  joint,  cost! 
milhon,  in  Cairo.  From 
they  hope  to  expand  thi 
out"  the  Mideast.  The  ; 
phere  will  have  a  feel 
to  Planet  Hollywood, 
with  no  Liquor  or  pork 
All's    restaurant  i 
isn't  as  stellar  as  hi; ' 

record.  B;i 
1975.  his  at 
to  start  a 
cn-and-bi. 
chain  fizzh 
lack  of  fur 
second  vem  ■ 
restaurant, 
Muhammai 
Rotisserie 
en  (he  got 
for  his  nail 
cently  clo 
Silver 
Md.,  afte 
years. 
Gauch  ail' 
Nile  next  Sanders 
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PKRU  HONDURAS 


Sure,  others  fly  south  to  Mexico  and  Latin  America. 
Gff  course,  we  do  it  over  340  times  a  week. 

Our  service  south  of  the  border  is  enough  to  give  just  about  an\  t  hiug  with  \\  iugs  an  interiorit)'  complex.  With  flights  to 
28  cities  throughout  Mexico,  Central  and  South  America  and  the  Caribbean,  Continental  can  easily  get  )'ou  to  Mexico 

City,  Bogota,  Quito,  San  Juan  and  more.  Bilingual  flight  attendants,  Latin  American  cui.sine,  first  class  cabins  and  OnePass' 
mileage  are  available  on  all  flights.  For  more  information,  call  your  tra\  el  agent  or  Continental  at  1-800-2  31  -  0856. 

Continental 

More  airline Jor your  moneys 

©1997  Continental  Airlines,  Inc. 


Up  Front 


CONTINENTAL  RIFT 

EUROPE'S  SLIPPERY  LINGUISTIC  SLOPE 

the  single  European 
market  is  supposed  to 
ensure  the  ft'ee  move- 
ment of  goods  and  la- 
bor, Fi'ench  authorities 
must  for  the  first  time 
recognize  all  other  Eu- 
ropean ski  diplomas. 
The  EC's  decision  also 
applies  to  mountain 
guides  and  scuba  and 
skydiving  instructors. 

French  ski  instinic- 
toi*s,  who  train  for  five 
years  before  recei\ing 
diplomas,  still  insist 
that  many  non-French 
counterparts  are  inexperi- 
enced and  present  a  safety 
risk.  Says  Jean-Maiie  Chofel, 
a  staffer  at  the  Meribel  re- 
sort: "Skiing  on  the  moimtain 
is  dangerous,  not  like  walking 
on  the  sidewalk."  Brussels 
bureaucrats  agree  that  for- 
eign  ski   instructors  still 
should  pass  an  "aptitude"  test 
out  on  the  slopes.  But,  says  a 
commission  official,  proficien- 
cy in  French  isn't  reqtiired 
anvmore.         Bill  Echikson 


DRAWN  &  QUARTERED 


THE  ALPS:  Euglish  spoken  here 


NOVICE  SKIERS  WHO  SPE.\K 

English  often  have  had  to 
endure  a  barely  understand- 
able Franglais  when  visiting 
the  French  Alps.  Many  Eng- 
lish ski  teachers  were  denied 
work  permits,  their  teaching 
accreditation  unrecognized 
by  French  authorities. 

Xow,  the  European  Com- 
mission in  Brussels  has 
struck  a  blow  for  lingtiistic 
diversity — and  work  free- 
dom— on  the  slopes.  Because 


IPO  TURKEY  WATCH 

MARKS  CAN  T  SHAKE 
THOSE  YULE  BLUES 

JEWELERS,  LIKE  .MOST  OTHER 

retailers,  found  the  holiday 
season  less  than  merry.  But 
few  of  their 
stocks  were  hurt 
as  badly  as  new- 
ly public  Marks 
Bros.  Jewelers. 
Its  shares, 
offered  in  May 
at  14.  had  dou- 
bled by  autumn,  2C 
then  dove  when  j; 
analysts  esti- 
mated luster- 
less  foiuth-quar- 
ter  earnings, 
which  have  yet 
to  be  reported. 
While  profitable.  Marks  is 
stOl  languishing  at  below 
its  IPO  price.  Other  jewelry 


NO  SPARKLE 


25 


chains  dropped,  too,  though 
not  as  much,  and  they  have 
rebounded. 

WTiy  is  Wall  Street  singling 
out  Marks  (S131  million  in 
sales)  for  pimishmenf?  Steven 
Kernkraut  of  Bear,  Stearns 
says  investors  are  more 
forgi\'ing  towai'd 
large  chains, 
such  as  Zale 
(1.200  stores), 
than  of  small  fiy 
such  as  170-out- 
let  Marks.  Plus, 
the  big  boys  had 
the  money  for 
national  TV  ad 
campaigns.  Still, 
Marks  believes 
it  will  prevail 
by  adding  28 
stores  in  1997. 
It  is  also  test- 
ing Mothei''s  Day  ads  whose 
concept  may  resurface  at 
vearend.  Lisa  Sanders 


5\S^JJGi?-  THE  AIR 


SILICON  SAGAS 

OUTDOOR  AD, 
INSIDE  JOKE 


"Faster! 


SILICON  VALLEY  S  FREEWAYS 

ai'e  crowded  \rith  arcane  little 
messages  on  gi"eat,  huge  bill 
boards  (example: 
Chi'onologic  3.0"). 
But  even  in  all 
the  clutter,  In- 
formix' gtierrilla 
campaign  on  ri- 
val Oracle  sets  a 
new  standai-d  for 
techno-tri\ia.  In- 
formix recently 
erected  a  sign 
(right),  with  the 
words  "Oracle" 
and  "Late"  su- 
perimposed on 
sword. 

Onlv  bona  fide 


delay  in  introducing  a 
management  product  ( 
OracleS.  It  also  plays  o; 
fondness  of  Oracle  Chie 
ecutive  LawTence  EUisc 
samui'ai  s\mibolism  and 
tly  M'pes  an  altemativf 
formix  technology'  the 
pany  calls  "datablade." 


Maybe  it's  time  for  the  warrior 
to  get  a  new  blade. 


MESSAGE:  Taunting  rival  Oracle 


a  broken 


nerds  can 
hope  to  get  the  triple  enten- 
dre in  the  billboard,  which 
costs  SIO.OOO  monthly.  The 
sign  chides  Oracle's  fom-year 


The  sign  has  gotten 
the  skin  of  executives  all 
cle,  which  is  several  tin] 
big  as  InfoiTrax.  They  sai 
the  barbed  billboai-d  bif 
aside  Oracle's  technical 
ioritv.     Joan  O'C. 


THE  BIG  PICTURE 


AMERICA'S  MIDAS  TOUCH 

By  1998.  experts  predict  that  the 
U.S.  will  produce  almost  as  much 
gold — about  14  million  ounces 
annually — as  South  Africa,  now 
the  world's  biggest  producer. 
American  companies  are  hiking 
spending  to  develop  mines  in  such 
states  as  Nevada  and  Utah. 


91  92  93  '94  95  '96  '91 
AMItUONSOFOUNCES 


FOOTNOTES  Average  CHO  pay  at  largest  U.  S.  companies,  1996,  per  Peart  Meyer  &  Partners:  $4.85  milNon:  199.5:  $4.37  FT 
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TSE  douin  50%. 
ace -to -face  up  100%. 


netujarkMCI  Uideoconferencing 


lets  ^au  haue  race  time 


uiith  people  all  ouer  the  uiorld  - 


at  one  time.  Document  Conrerencmgr 


lets  ^ou  reuieui  and  edit  documents 


simultaneously  with  others 


i.  -I 


right  from  your  computer. 


Hoiu?  Call  I-BQ0-H75-3555 


or  uisit  http://mujiu.mci.com 
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THE  VALUE  OF  BEING 
GLASS-CEILING  CONSCIOUS 

Wow,  what  a  cover!  Wow,  what  a 
story  ("Wise  up,  guys!"  Cover  Story, 
Feb.  17)!  Hey,  BW— you're  getting  it!! 
Let's  have  more,  more,  more! 

Lya  Sorano,  Director 
Atlanta  Women  in  Business 
Atlanta 

BUSINESS  WEEK  is  absolutely  right. 
Smart  companies  must  implement 
change,  and  everyone  benefits  when 
they  do. 

Four  years  ago,  we  launched  om-  Ini- 
tiative for  the  Advancement  of  Women. 
From  our  experience,  the  results  are 
well  worth  it.  We  have  vhtually  elimi- 
nated the  gender  gap  in  turnover,  ad- 
mitted far  more  women  to  our  partner- 
ship, more  than  doubled  the  number  of 
women  in  leadership  positions,  and  now 


FUTURE  VISION 

"Until  more  companies 
understand  the  full 
impact  of  women  in  the 
workforce,  they  will  con- 
tinue to  lose  valuable 
employees  to  more  far- 
sighted  organizations" 


have  hundreds  of  women  on  flexible 
work  arrangements.  Oiu'  experience  has 
taught  us  that  continuing  commitment, 
accountability,  and  top-management  at- 
tention are  essential  to  this  organiza- 
tional change.  We  recognize  that  truly 
breaking  the  glass  ceihng  will  recjuire  a 
long-term,  sustained  effort. 

J.  Michael  Cook 
Chairman  and  CEO 
Deloitte  &  Touche  LLP 
Wilton,  Conn. 

As  a  former  Coopers  &  Lybrand 
manager,  I  read  your  article  with  gi-eat 
interest.  At  the  time  I  left,  about  a  year 
ago,  I  was  a  successful  up-and-coming 
manager  and  had  been  with  the  fb-m 


almost  seven  years.  I  found  that 
women  who  made  it  to  partner 
much  like  their  male  counterparts- 
ven  and  incredibly  tough.  It  was  al 
as  if  these  women  had  to  become 
mascuhne  to  make  it  in  a  male-c 
nated  culture. 

Public  accounting  is  a  rigorous 
fession  that  does  not  lend  itself 
family-friendly  culture.  After  the 
of  my  fii-st  child,  I  tried  for-  two  yes 
balance  my  career  and  family  anc 
more  successful  than  most.  I  had 
of  support  from  the  partners,  bu 
demands  of  the  profession  event 
wore  me  down.  After  I  learned 
pregnant  with  my  second  child,  I 
it  was  time  to  leave. 

I  don't  believe  men  are  any  mor 
bitious  than  women.  To  make  it  t 
top  requii'es  tremendous  sacrifices, 
lieve  men  are  more  willing  than  w 
to  do  whatever  it  takes.  I'm  toi 
this  issue,  because  I 
that  a  lot  of  val 
women  employees  ar 
because  of  work-and 
ly  issues.  Should  Coiq. 
America  make  it  easii 
women  to  make  it  t 
top?  In  today's  compe 
corporate  environmen 
not  sure  that  does  a 
any  good. 

Paige 
Carmichael, 


I  don't  believe  upper  manageil 
championing  of  female  managers  '|i 
key  to  female  advancement  withipl 
porations.  Those  in  charge  of  pW 
tions  would  be  wiser  to  base  as«' 
vancement  strictly  upon  profe.- 
qualities  and  ignore  personal  qu; 
such  as  gender. 

I  work  for  a  company  that  ha^ 
women  in  key  management  posii 
don't  consider  their  rise  to  be  a 
accomplishment;  rather,  I  trast  tli: 
based  solely  on  their  merits. 

Christopher  M.  ' 

Bal 

Six  weeks  after  I  returned  ti 
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f  The  button-down  attitude  was  hne  in  the  maintrame  world,  but  now  the  computing  w  orld  has  lapidly 
expanded.  With  thousands  of  PCs  and  servers,  today  s  IT  envn-onment  demands  more  flexibility,  and  more 
rapid  response,  from  you  and  your  suppliers,  y  Call  Vanstar,  the  distributed  computing  experts.  We  otter 
the  lite  cycle  services  you  need  to  manage  your  IT  growth:  consulting  and  cJesign,  netv\  ork  planning, 
integration,  procurement,  tinancing,  installation,  and  deskside  support.  Y  With  Vanstar,  you  choose  as  much, 
or  as  little,  ot  our  expertise  as  you  need.  That  's  why  hundreds  ot  Fortune  1000  companies  have  selected  us 
to  support  their  distributed  computing  en\'ironments.  ^  l-'lease  visit  us 
at  www.vanstar.com/nostarch  or  call  us  at  1-800-99-(-23h5  to  learn  more. 
You'll  get  the  expertise  and  discipline  \'ou  need,  without  the  attitucle. 


The  Tech 

www.vanstar.com 
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from  maternity  leave,  I  gave  notice 
that  I  was  leaving.  It  wasn't  because 
my  husband  was  doing  well  or  be- 
cause I  wanted  to  work  part-time  to 
take  care  of  the  baby.  No,  I  am  going 
to  work  for  a  smaller  company  with 
greater  growth  potential — one  that 
has  more  than  50%  women  in  upper 
management. 

Until  more  companies  undei'stand 
the  full  impact  of  women  in  the  work- 
force, they  will  continue  to  lose  valu- 
able employees  to  more  farsighted 
organizations. 

Sylvia  Pownell 
San  Diego 

DISCREDIT  WHERE 

DISCREDIT  IS  DUE  

Your  graphic  illusti-ation  of  federal 
budget  deficits  since  1969  ("Life  under  a 
balanced  budget,"  News:  Analysis  & 
Commentary,  Feb.  10)  shows  the  rapid 
rise  of  deficits  during  the  Reagan-Bush 
era.  It  confimis  what  I've  long  believed: 
The  problem  has  not  been  "tax-and- 
spend"  liberals  but  rather  "borrow-and- 
spend"  conservatives. 

Richard  A.  Lowenstein 
Westpoit,  Conn. 


THE  COMPANY-CASH  NUISANCE: 
REMEMBER  THE  SHAREHOLDER? 

I  looked  in  vain  through  the  article 
about  U.S.  companies  piling  up  cash 
("An  enormous  temptation  to  waste," 
News:  Analysis  &  Commentary,  Feb. 
10)  for  the  one  solution  that  might  occur 
to  any  unsophisticated  shareholder. 

Wliy  not  just  send  some  of  that  both- 
ersome cash  directly  to  us  as  an  extra 
dividend?  Too  easy,  huh? 

Barbara  Thornton 
Ponte  Vedra  Beach,  Fla. 

TO  FREE  ISRAEL'S  MARKETS. 
FREE  UP  THE  BANKING  SECTOR 

If  enthusiasm  for  ft-ee  markets  could 
produce  growth  and  wealth,  Israel's 
government  under  Benjamin  Ne- 
tanyahu ("Remaking  Israel,"  Interna- 
tional Business,  Feb.  17)  would  be 
laughing  all  the  way  to  the  bank.  We 
can  hope  that  many  of  the  economic 
reforms  currently  being  proposed  by 
his  government  will  indeed  be  imple- 
mented. However,  there  is  one  reason 
for  skepticism:  the  complete  absence 
of  any  discussion  of  reform  in  the  bank- 


ing sector  in  Israel  or  of  any  sen 
proposals  for  privatizing  Israeli  ; 

In  1983,  the  Israeli  government— 
under  Likud  Prime  Minister  Menatc 
Begin,  but  with  Labor  Party  suppc- 
effectively  nationalized  the  four  ])[( 
Israeli  banks.  And  the  IsraeH  go\ii 
ment  opted  to  rescue  speculators  at 
payer  expense.  For  the  next  IM  y 
Israeli  governments  railed  endli 
about  how  urgent  it  was  to  pi'i\ 
these  banks  while  doing  almost  > 
ing  to  get  the  cart  i-olling. 

If  Netanyahu  is  serious  about  fn 
the  Israeli  market,  the  only  wv 
show  that  he  is  in  earnest  is  to  1 
up  the  two  large  banks  that  en 
more  than  two-thirds  of  the  tin; 
activity  in  Israel  and  to  privati/ 
the  nationalized  banks  at  once. 

Steven  E. 
Senior  L<  c 
Graduate  School  of  Bu> 
University  of 
Haifa.  1 

KOREA'S  NUCLEAR  WASTE: 
BURY  THE  POLITICS  

Jonathan  Moore's  report  "A  rai 
five  hot  potato"  (International 


Peb.  17)  highlighted  the  diver- 
erspectives  among  Asian  powers 
the  safe  storage  of  nuclear  waste, 
ustrialized  nations  grow  heavily 
on  nuclear  energy,  however,  the 
)n  of  how  to  safely  store  the  re- 
,  waste  should  transcend  political 
nces.  It  demands  international 
ation,  not  confrontation, 
th  Korea's  recent  opposition  to 


FINDING  US  ONLINE 

ill  text  of  Business  Week,  the  Business  Week 
/  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at; 
www.businessweek.com 

and  on  America  Online  at  Keyword:  BW, 
ign  up  for  BW  on  AOL,  call  (800)  641-4848 
and  mention  Business  Week. 

MaVen 

ng  for  computer  equipment?  Visit  Maven,  our 
le  Computer  Buying  Guide,  for  continuously 
updated  ratings  and  price  information. 
0  to  Keyword;  Maven  on  America  Online, 

or  to  the  World  Wide  Web  at; 
ww.maven.businessweek.com 


North  Korea's  decision  to  store  low- 
grade  radioactive  waste  ft-om  the  Tai- 
wan Powei'  Company  is  understandable, 
but  the  violent  nature  of  their  protests 
is  misleading.  The  main  accusation  lev- 
eled by  South  Korea  is  that  the  North 
is  not  capable  of  handhng  nuclear  waste. 
But  the  fact  is  the  two  Koreas  and  the 
United  States  decided  that  low-grade 
waste  produced  when  North  Korea's  nu- 
clear power  plant  begins  operating  will 
be  stored  in  the  North.  Assurances  of 
safety  have  come  from  the  Internation- 
al Atomic  Energy  Agency. 

South  Korea  should  concentrate  its 
effort  on  helping  its  northern  counter- 
part. It  is  vital  that  these  countries  set 
aside  their  differences  and  work  toward 
regional  cooperation,  instead  of  waging 
diplomatic  war  against  Taiwan. 

Liu  Liching 
New  York 

The  nuclear  nonproliferation  treaty 
encourages  regional  cooperation  in  un- 
dertaking the  disposal  of  low-grade  ra- 
dioactive waste.  The  contract  between 
Taipower  and  North  Korea  makes  it 
unmistakably  clear  that  all  operations 
will  be  conducted  in  accordance  with 
established  international  regulations. 


This  straightforward  transaction  should 
not  be  complicated  by  bringing  in  po- 
litical issues.  We  ask  for  international 
cooperation  rather  than  confrontation  in 
this  matter. 

Pai  Yun-feng 
Director 
Information  Div. 
Taipei  Economic  &  Cultural  Office 
New  York 
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KOREA'S  PLACE  IN  THE  SUN 
A  Modern  History 

By  Bruce  Cumings 
Norton  •  527pp  •  $35 


SHATTERING  OUR 
NOTIONS  OF  KOREA 


South  Koi'ea's  sprint  from  poverty 
to  prospeiity  was  not  an  "econom- 
ic miracle."  North  Korea  is  not  a 
rogue  state  Hke  Iran  but  a  politically 
stable,  neo-Confucian  kingdom.  Barring 
war,  reunification  will  happen  only  after 
a  prolonged  period  of  regional  freedom 
from  external  meddling. 

These  are  some  of  the  startling  con- 
clusions in  Bruce  Cumings'  richly  de- 
tailed Korea's  Place  in  the  Sim:  A  Mod- 
em History.  A  Northwestern  University 
professor  and  one  of  America's  leading 
Korea  scholars,  Cumings  shakes  up  es- 
tablished \iews  of  a  coimtiy  whose  20th 
century  experience  has  been  deeply  in- 
fluenced by  the  U.  S.  yet  remains  poor- 
ly understood  by  most  Americans. 

Indeed,  modern  Korean  histoiy  has 
been  little  explored.  Embarrassment, 
shame,  and  psychic  scars  have  kept 
many  Korean  and  Japanese  historians 
away  from  the  period  after  1910,  when 
Japan  began  its  brutal  colonization.  The 
South  Korean  and  Japanese  govern- 
ments have  kept  many  documents  clas- 
sified. And  Pyongyang  has  "concocted 
whole  tapestries  of  events  that  exist 
only  in  the  hagiography  of  Kim  II 
Sung." 

Thus,  Cumings'  book,  which  relies  on 
many  recent  materials,  including  key 
documents  from  the  U.  S.  government, 
is  an  important  contribution.  His  aim,  in 
pait,  is  to  coiTect  U.  S.  ignorance,  which, 
he  says,  helped  cause  the  Korean  War 
and  nearly  led  to  another  in  the  eaiiy 
1990s  over  the  North's  nuclear  progi'am. 

The  author  shows,  foi'  instance,  how 
the  American  militaiy  blundered  badly 
in  1945  after  it  helped  to  liberate  Korea 
from  the  Japanese.  Despite  President 
Franklin  D.  Roosevelt's  desire  for  a 
joint  administration  of  the  country  with 
the  Soviet  Union,  the  American  mili- 
tary rejected  unification,  "abjiuing  diplo- 
macy and  simply  drawing  a  line  in  the 
dill."  Tliey  set  up  a  national  police  force 


and  established  pohtical  domination  be- 
low the  38th  parallel.  Moreover,  U.  S. 
planners  i-esisted  refomi  of  colonial  lega- 
cies and  gave  political  support  to  the 
tiny  and  abusive  Korean  aristocracy  that 
the  public  saw  as  having  collaborated 
with  the  Japanese. 

Moscow  was  less  heavy-handed.  It 
kept  a  low  profile  and  backed  Kim  II 
Sung,  a  hero  of  the  anti-Japanese  re- 
sistance. By  the  end  of  1946,  the  North 
had  undertaken  radical  refoims  of  land, 
labor,  and  women's  rights.  Soviet  troops 
were  gone  by  the  end  of 
1948.  All  of"  this  helped 
Kim  II  Sung  consolidate 
political  power  and  prepare 
for  the  wai'  that  began  on 
June  2.5,  1950. 

The  question  of  who 
started  the  war  "is  the 
wi'ong  question,"  Cumings 
notes  in  one  of  many 
provocative  sections,  be- 
cause the  Korean  War  was 
a  civil  war  and  this  "is  not 
a  civil  war  question."  As 
with  the  issue  of  who  fired 
the  fii'st  shot  in  the  Ameiican  Ci\il  Wai; 
the  answer  is  only  interesting  to  those 
immediately  affected,  he  argues.  A  class 
conflict  that  consumed  milhons  of  fives, 
the  Korean  War  solved  nothing,  Cum- 
ings says,  and  its  tensions  remain  today. 

South  Korea's  remarkable  rise  from 
poverty  to  an  economy  with  pei-  capita 
income  of  over  .$10,000 — a  development 
predicted  by  no  one — has  been  called 
an  economic  miracle.  Yet,  Cumings  ar- 
gues, the  veiy  notion  of  a  "miracle"  de- 
notes a  failm'e  to  undei-stand  the  South's 
development  model.  Korea,  after  all,  had 
"no  capitalists,  no  Protestants,  no  mer- 
chants, no  money,  no  market,  no  re- 
soiu'ces,  no  get-ui>and-go,  let  alone  [any] 
discernible  history  of  commerce,  foreign 
trade,  or  industrial  development." 

Instead  of  chalking  it  all  up  to  mira- 


cles, Cumings  notes  South  Korea's  ci 
parative  advantages.  These  include, 
well-educated  workforce  suited  to, 
dustry,  a  highly  competent  grou] 
scholar-bureaucrats,  and  massive  i 
sions  of  capital  fi-om  the  U.  S.  and  e 
Corporate  Japan.  Syngman  Rhee,j| 
South's  first  president,  installed  byj 
U.S.,  was  a  master  at  milking j 
American  treasiuy.  In  the  1950s,  Ai,. 
ican  aid  accounted  for  the  entire  Si 
Korean  government  budget. 

The  South's  model  of  developr 
reached  its  zenith  under  the  196 
regime  of  Park  Chung  Hee.  Bur 
crats  fostered  chaebol,  or  congloi 
ates,  by  giving  them  scarce  func 
belowf-market  rates.  They  targetei 
dustries  such  as  steel,  petrochera 
and  cars,  and  provided  a  level  of 
tection  that  nearly  guaranteed  sue 
North  Korea  is  likewise  little  ui 
stood,  Cimiings  says,  paiticulaiiy  b; 
ill-informed  U.  S.  media,  whom  he  i 
riates  for  nearly  starting  a  seconc 
rean  war  Cumings  s! 
how  reporters  repeal 
asserted,  contraiy  to 
government  statem 
tliat  the  North  intend! 
build  atomic  weapons 
fanned  fears  that  K 
Sung  would  use  t|| 
"North  Korea  becair 
Rorschach  inkblot  ev 
Orientalist,  anticomm 
racist,  and  outlaw  im;i 
all  in  one  neat  packaj 

At  times,  Ciunings'^ 
pathy  for  the  Korearli 
spective  blinds  him  to  Korea's  1^ 
His  look  at  the  South's  economy,  fjl 
stance,  fails  to  deal  with  the  struff 
problems  that  have  begun  to  H 
gi'owth.  Nor  does  he  offer  much  ll 
way  of  criticism  of  the  North's  cerf 
planned  economy.  Moreover,  whiJti 
book  is  aimed  at  a  general  audj* 
excessive  detail  may  put  off  man,f 
writing  sings  when  Cumings  s* 
fi-om  personal  experience,  but  heft 
lapses  into  academese.  Despite 
faults,  Koreas  Place  in  the  Suv  • 
sential  reading  for  anyone  intere- 
an  important,  dangerous,  and  ' 
country  whose  emergence  fi'om  i 
war  impasse  is  only  a  matter  of 
BY  STEVEN  V, 
Bndl  covers  Korea  from  Bi 
week's  Tokyo  bureau. 
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onomic  Viewpoint 


JL  CRAIG  ROBERTS 


BY  BIG  GOVERNMENT 

[OULD  STOP  PICKING  ON  BIG  OIL 


jEEZED 
U.S.  has 

n  served 
[  by  oilmen 
doesn't 
w  it.  So 
ect  silence 
fncle  Sam 
e  again 
I  a  quick 
mne  fix 


Roberts  is  John  M  Olin 
he  Institute  for  Political 
in  Washington,  D.C.,  and 
Fellow  at  The  Independent 
I  Oakland,  Calif. 


The  U.  S.  government,  egged  on  by  crit- 
ics of  Big  Oil,  is  again  trying  to 
squeeze  more  tax  revenues  out  of  the 
oil  companies.  On  Jan.  24,  the  govemment 
published  new  regulations  in  the  Federal  Reg- 
ister that  will  force  the  companies  to  pay  an 
extra  $100  million  annually  in  production  roy- 
alties. Bureaucrats  have  decided  to  change 
the  males  governing  royalty  payments  to  the 
government  for  oil  produced  on  federally 
owned  land. 

Historically,  royalties  have  been  based  on 
the  wellhead  price — the  price  of  oil  as  it 
comes  out  of  the  ground.  The  government 
wants  to  base  the  royalty  on  the  price  of  oil 
on  the  New  York  Mercantile  Exchange.  This 
price  is  usually  higher  than  the  wellhead  price 
because  it  includes  transportation  costs.  More- 
over, the  government  wants  to  make  this 
retroactive  and  to  stick  the  companies  for 
more  than  $1  billion  in  additional  royalties 
for  oil  drilled  in  past  years. 

The  royalty  payment  has  long  been  based 
on  the  wellhead  price  and  would  seem  to  be 
an  implicit  contract  not  subject  to  unilateral 
alteration  that  favors  one  party.  Moreover, 
bureaucrats  should  not  be  acquiring  the  pow- 
er of  the  piu'se  thi'ough  regulations.  But  don't 
expect  any  public  outciy.  The  public's  atti- 
tude toward  oil  can  be  summed  up  in  three 
words:  suspicion,  scrutiny,  and  mistrust.  The 
fortunes  oil  has  produced  have  made  it  a 
mark  for  populist  ire,  and  the  high  ratio  of 
value  to  price  has  made  it  easy  for  govern- 
ment to  tax. 

WATER  BARONS?  The  public's  antipathy  to- 
ward the  oil  companies  is  hard  to  justify 
when  one  considers  how  well  the  industry 
has  done  by  the  consumer  Consider,  for  ex- 
ample, the  price  of  a  gallon  of  gasoline,  which 
reqim-es  complex  technology  and  massive  cap- 
ital investment  to  produce.  If  the  state  and 
federal  excise  taxes  that  apply  to  gasoline 
were  removed,  a  gallon  of  regular  would  cost 
about  80c,  less  than  a  gallon  of  drinking  water 
in  the  local  grocery  store  and  one-third  the 
price  of  a  gallon  of  milk. 

Excises  are  not  the  only  taxes  reflected  in 
the  price  of  gasoline.  Oil  companies  pay  taxes 
on  their  assets  and  their  earnings.  Ameri- 
cans for  Tax  Reform,  a  Washington-based 
nonprofit  organization,  calculates  that  54%  of 
the  price  of  gasoline  is  accounted  for  by  tax- 
es. If  it  were  not  for  taxes,  we  would  be 
paying  about  55c  or  60c  for  a  gallon  of  gaso- 


line. The  low  cost  is  extraordinaiy  considering 
the  costs  of  locating,  recovering,  and  trans- 
porting oil,  refining  it  into  gasoline,  trans- 
porting it  again,  and  retailing  it  to  the  cus- 
tomer No  other  product  used  by  so  many 
comes  even  close  in  providing  high  value  for 
such  a  low  price. 

The  men  who  built  the  oil  industry  and 
those  who  ran  it  today  never  had  an  easy 
time  of  it.  Because  of  the  high  stakes,  oil  has 
been  no  industry  for  the  weak  of  heart  or 
stomach.  No  less  a  figui'e  than  John  D.  Rock- 
efeller contended  that  "all  the  fortune  that  I 
have  made  has  not  served  to  compensate  me 
for  the  anxiety."  Recurrent  supply  uncertain- 
ties and  price  fluctuations  have  provided  an 
excuse  for  political  attacks  and  regulation  of 
oil,  and  unfounded  expectations  of  gasoline 
shortages  have  resulted  in  mandated  fuel 
economy  standards. 

THE  COMING  CRUNCH.  In  the  20th  centuiy,  re- 
current predictions  that  the  world  is  running 
out  of  oil  have  time  and  again  been  proven 
false  by  the  ingenuity  and  dedication  of  oil  en- 
trepreneurs. The  growth  in  Western  living 
standards  owes  much  to  the  balance  that  has 
been  kept  between  oil  supply  and  demand. 
Demand  factors  could  cause  this  balance  to  be 
lost  in  the  21st  century.  Socialism  and  com- 
munism curtailed  the  world  demand  for  oil  by 
killing  economic  activity  everywhere  but  in 
North  America,  Europe,  and  Japan.  This  un- 
natural prolongation  of  poverty  and  back- 
wardness has  ended  with  the  collapse  of  So- 
viet communism  and  the  abandonment  of 
sociahsm  in  Latin  America  and  Asia.  The 
productivity  of  labor  and  capital  in  these  vast 
areas  is  likely  to  rise,  and  the  growth  in  M\ing 
standards  will  mean  a  sharp  increase  in  the 
demand  for  oil. 

Unless  new  reserves  are  discovered  and 
brought  into  production,  a  rise  in  the  real 
price  of  oil  will  take  a  toll  on  living  stan- 
dards in  the  older,  hydrocai'bon-based  indus- 
trialized economies.  Political  abuse  and  public 
hostility  are  not  conducive  to  the  strength 
and  morale  of  an  industry  that  more  than 
any  other  is  the  basis  of  our  economic  life.  If 
we  compare  the  government's  proclivity  to 
waste  money  with  the  oil  industry's  ability  to 
deliver  low-cost  hydrocarbons,  it  seems  obvi- 
ous that  the  public  would  be  much  better 
served  by  leaving  the  $100  million  a  year  in 
the  hands  of  the  oil  industiy  and  not  with 
government  bureaucrats. 
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Microsoft  Windows/Kingston 
memory  offer,  the  world  will  be 

faster  this  yea 

o  Buciil 


*$199  i>  rhe  manufacturer's  suggested  retail  price  for  32MB  of  most  desktop  memory  as  of  the  date  of  publication;  actual  dealer  prices  may  vary.  Prices  on  ECC,  parity,  server,  workstation,  Dl 
memor>'  may  vary.  Portable  memory  is  excluded  from  offer.  Promotion  starts  February  24.  1997  ;ind  extends  to  May  3 1 ,  1997,  or  while  supplies  last.  Offer  valid  in  the  U.S.  and  Canada  onh 
Offer  subject  ro  change.  Void  where  prohibited  by  law,  +ActuaI  performance  gains  may  vary  depending  on  environment  and  system  configuration.  Testing  was  conducted  by  an  independen' 
Semiconductor.  Inc.  Kingston  Technolog\-  Company,  17600  Newhope  Street,  Fountam  Valley,  CA  92708,  (714)  435-2600,  Fax  (714)  435-2699.  ©  1997  Kingston  Technology  Company.  A- 
Kingston  is  a  registered  trademnrk  and  Computing  Without  Limits  is  a  trademark  of  Kingston  Technology  Company.  Microsoft.  Windows,  and  Windows  NT  are  registered  trademark>  i '(  Mi* 


Chances  are  you've  witnessed  the  power  of 
Microsoft-  Windows®  95  and  Windows  NTl  Now 
imagine  all  your  Windows  applications  screaming 
silently  across  your  screen,  powered  by  an  extra  32MB  of  the 
world's  most  reliable  memory.  Memory  is  the  fuel  that  will  drive 
your  PC  to  a  whole  new  level  of  performance. 
And  now,  thanks  to  the  Microsoft/Kingston® 

Kingston  memory 

199 


32MB 


promotion,  every  user  of  Microsoft  software 

MSRP 

for  most  eligible  to  purchase  32MB  of  most  Kingston 
desktop 

systems    desktop  memory  for  only  $199'.  That's  a 


mega  dose  of  the  world's  leading  memory  for 
less  than  $200!  Suddenly,  you'll  experience 
a  dramatic  boost  in  performance.  And  recent 


studies  indicate  that  upgrading  RAM  improves  overall 
system  performance  by  up  to  63%."^  You'll  feel  your  PC 
shifting  into  overdrive.  Open  as  many  applications  as  you 
want  and  run  them  simultaneously.  Handle  monster  files  and 
graphics.  Cruise  the  Internet  and  download  video  and  images 


with  reckless  abandon.  Think  of  it 


this  way:  You  will  never  find  a 
cheaper  way  to  experience  such  a 
quantum  leap  in  computing  power. 
To  make  the  whole  upgrade  pro- 
cess easier,  look  for  our  Hardware 
Migration  Guide  on  our  Web  site  at  www.kingston.com/bw.htm. 
To  place  your  order,  call  your  preferred  reseller;  or  call  us 
toll-free  at  (888)  435-5451.  But  please  do  it  quickly.  Speed 
is  everything  these  days. 


Special  memory  offer  for 
Microsoft  customers 


-v. microsoft. com  /  promo/  kingston.htm 
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COMPUTING   WITHOUT  LIMITS" 
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BY  STEPHEN  H.  WILDSTROM  

COMPAQ'S 
$1,000  BARGAIN 


Its  new  Presario  2100 
-not  the  cheapest  on 
the  market-redefines 
the  entry-level  PC 

People  will  buy  millions 
of  personal  computers 
this  year,  but  in  the 
U.  S.,  more  than  two-thirds 
of  those  macMnes  will  go  into 
homes  that  already  have  a 
computer  Only  if  computers 
get  drastically  cheaper  and 
simpler  will  market  penetra- 
tion gi'ow  much  beyond  the 
current  40%  of  households. 

Cheaper  is  taking  care  of 
itself.  It's  not  haixl  to  find  a 
Pentium  system  complete  for 
less  than  $1,000.  The  trouble 
is  that  these  tend  to  be 
stripped-down  systems  or  dis- 
continued models.  They 
haven't  been  designed  to 
make  life  as  easy  as  pos- 
sible for  neophytes. 

Now,  Compaq 
Computer,  which 
had  been  concentrat- 
ing its  efforts  on  business  and 
high-end  consumer  systems, 
is  offering  a  product  designed 
from  the  case  up  for  first- 
time,  low-budget  buyei's.  The 
Presario  2100  will  retail  for 
just  under  .$1,000  when  it  liits 
the  stores  in  Mai'ch.  The 
matching  V400  monitor  will 
add  about  $300. 
SEALED  SHUT.  Keeping  the 
price  that  low  requires  com- 
pi-omises,  but  Compaq  chose 
carefully  and  in  ways  that 
wei-e  designed  to  make  the 
2100  easier  to  use.  For  ex- 
ample, the  computer  case  is 
sealed,  simplifying  the  design 
and  eliminating  the  need  for 
expansion  slots  and  bays. 
Market  research  had  told 
Compaq  that  most  buyers 
never  open  the  case.  So  the 


company  built  in  everything 
it  felt  budget  shoppers  would 
want.  Preloaded  software  is 
basic — Windows  95  and  the 
all-purpose  Microsoft  Works, 
among  others.  The  result: 
Plug  in  the  2100,  and  it's 
ready  to  go. 

I  just  wish  that  Compaq 
had  left  some  room  for 
growth  by  including  a  Uni- 
versal Serial  Bus  connector 
with  its  serial  printer  and 


game-controller 
ports.  USB  de- 
vices, which 
should  hit  the 
market  later  on 
this  year,  will 
make  it  simple  to 
add  accessories 
such  as  cameras 
and  scanners  to 
computers  simply 
by  plugging  them 
into  a  standard 
connector 

The  processor 
is  another  major  design  de- 
parture. Instead  of  the  ubiq- 
uitous Intel  Pentium,  the 
Presario  uses  a  133-mega- 
hertz  Cyrix  Media  ox  chip, 
more  or  less  equivalent  to  a 
133-Mhz  Pentium.  The  2100 


The  Compaq 
Presario  2100 


133-MHZ  CYRIX  MEDIA 
GX  PROCESSOR 

24  MB  RAM 

2-GIGABYTE  HARD  DRIVE 

8X  CD  ROM 

33.6-KBPS  MODEM 

SOUND  WITH 
INTEGRATED  SPEAKERS 


is  slower  than  most  new  com- 
puters, but  it  is  more  than 
adequate  for  most  people. 
And  the  chip  saves  a  lot  of 
money  in  manufacturing. 

While  the  2100  poses  no 
thi'eat  to  a  new  200-Mliz  mmx 
Pentium,  I  found  it  snappy 
enough  for  multimedia  kids' 
programs  and  for  such  de- 
manding applications  as  Mi- 
crosoft Office  97.  Nice  addi- 
tional touches  include  a 
built-in  33.6-kbps  modem,  24 
megabytes  of  memoiy,  and  a 
sleep  button  that  shuts  dovra 
the  computer  and  eliminates 
the  need  to  reboot  when  you 
go  back  to  work. 
SHARP  FOCUS.  Compaq  also 
departed  from  convention  by 
building  speakers  into  the 
case  rather  than  attaching 
them  to  the  monitor.  The 
sound,  which  you  control  on 
the  case,  is  sm-prisingly  good 
for  a  bargain  system.  The  de- 
sign eliminates  the  need  to 
hook  up  a  set  of  audio  cables 
to  e.xternal  speakers. 

The  matching  black  V400 
monitor  isn't  a  bad  deal  at 
$300.  Compaq  calls  it  a  14-in. 
monitor,  although  with  a  13.2- 
in.  viewing  area  (measured 
diagonally),  it's  only  a  bit 
smaller  than  most  15-in. 
■-^^  units.  And  unlike  some 
other  low-cost  dis- 
plays, it's  sharp  and 
free  of  distortion. 
You  may  find  a 
good-quaUty  mon- 
itor for  less,  or 
you  may  want 
something  bigger: 
The  design  lets 
you  choose. 

The  Presario 
2100  isn't  the 
cheapest  model  on 
the  market.  The 
Packard  Bell 
CI  15,  for  exam- 
ple, sells  for  just 
.$999  with  a  moni- 
tor. But  Compaq 
has  done  more  than  build  a 
cheap  computer.  The  compa- 
ny has  redesigned  the  entiy- 
level  PC  for  both  low  cost  and 
unprecedented  simplicity,  a 
move  that  can  only  benefit 
consumers. 


BULLETIN  BOAR! 


OFFICE  ADD-ONS 
ART  AID 

Microsoft  Office  users  who 
want  to  punch  up  documer 
slides,  or  spreadsheets  wit 
charts  or  other  graphics  ca 
now  try  ActiveOffice  from 
Software  Publishing  (408 
537-3000).  ActiveOffice,  a 
$50  add-on  that  works  wit 
both  Office  95  and  97,  is  e 
to  use.  It  can  pull  numbers 


from  an  Excel  spreadsheet 
and  create  a  colorful  chart 
a  Word  document  or  a  Pow 
Point  slide.  A  trial  version 
available  for  downloading 
www.spco.com. 

ORGANIZERS 
STILL  MORE  SOPHISTICATE 

Way  back  before  anyone 
thought  of  computer  scree 
as  "desktops,"  a  program 
called  Sidekick  became  th 
first  desktop  accessory  for 
DOS,  The  latest  edition  froi 
Starfish  Software  (408  56 
5800),  Sidekick  97  for' 
dows  95  and  NT,  still  keep 
track  of  addresses,  phone 
numbers,  and  appointmei 
But  it  has  grown  much  mi 
sophisticated  while  remai 
easy  to  use.  The  $50  prog 
lets  you  share  contacts  ar 
calendars  over  the  Interm 
a  company  network.  Users 
U.S.  Robotics'  Palm  Pilot 
especially  like  TrueSync,  < 
add-on  that  provides  one 
ton  information  transfers 
between  the  handheld  Piii 
and  computers  running  ei 
Win  95  or  NT. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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^  When  looking  for  oil 
down  here,  it  helps  to  have  technology 

^'  v^^^^^^^^^     that  opens  your  eyes. 


ut  your  hands  over  your  eyes.  Now  look  for  nology  to  make  the  Gulfs  firet  commercially 

il.  Thatis  what  it^  like  looking  for  oil  located  successful  sub-sak  oil  discovery  A  break- 

elpw  sak  layers  as  thick  as  5,000  feet  in  the  through  that  was  due  not  so  much  to  improved 

rulf  of  Mexico.  But  recently  we  found  a  way  to  eyesight,  as  to  vision.  At  Phillips,  that's  what  it 

through  these  layers.  We  combined  inno-  means  to  be  The  Performance  Company 

itive  thinking  with  advanced  3-D  seismic  tech-  PHILLIPS  PETROLEUM  COMMUIY  I^P 

'or  a  copy  of  our  annual  report,  call  918-661-3700,  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartlesxille,  OK  74004, 

orvisitusatwww.phillips66.com. 
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In  every  era,  the  few  who  make  a  difference  are 
those  who  dare  to  imagine  a  world  beyond  the  horizon. 
A  world  in  which  old  truths  are  enriched  with  new  ones. 
The  greater  the  resources,  the  greater  the  possibilities. 


Economic  Trends 


BY  GENE  KORETZ 

A  GOLDEN  AGE  OF 
STEADY  GROWTH? 

It's  a  beguiling — and  risky —  notion 

Is  the  U.  S.  business  cycle  defunct? 
Has  the  economy,  in  the  words  of 
Paul  A.  McCulley  of  UBS  Securities  Inc., 
"entered  a  golden  age  in  which  growth 
modulates  endlessly  between  soft  land- 
ings and  soft  takeoffs?" 

Judging  by  the  stock  market  this 
year,  many  investors  believe  in  a  brave 
new  world  of  continued  gi-owth,  low  un- 
employment, and  moderate  inflation.  And 
their  strongest  argaiment  is  the  expan- 
sion itself,  which  is  entering  its  seventh 
year  with  nary  a  twitch  in  the  inflation 
indicators  despite  a  low  jobless  rate. 

Surprisingly,  the  Federal  Reserve  is 
not  the  major  factor  behind  this  devel- 
opment, observes  John  H.  Makin  of  the 
American  Enterprise  Institute.  Rather, 
it  is  the  inflation-wary  bond  market, 
which  has  responded  to  growth  surges 
by  pushing  up  interest  rates — and  to 
slackening  growth  by  lowering  them. 
Because  long-term  rates  affect  such 

A  SELF-REGULATING 
U.S.  ECONOMY 
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key  sectors  as  housing  and  autos,  these 
shifts  have  acted  as  an  automatic  stabi- 
lizer As  DRi/McGraw-Hill  notes,  much  of 
the  variation  in  economic  activity  over 
the  past  four  years  can  be  traced  to 
their  influence — with  each  rise  and  fall 
in  rates  causing  an  almost  symmetrical 
slowdown  or  acceleration  in  gi'owth  af- 
ter a  year's  time  (chart). 

The  self-regulating  pattern  of  bond 
rates  is  one  reason  the  Fed  hasn't  felt 
the  need  to  touch  the  monetary  tiller  in 
the  past  year,  says  Makin.  Another  is 
the  rising  dollar,  which  provides  added 
insui'ance  against  inflationary  pressures. 
Indeed,  it  is  the  idealized  view  of  a  ro- 
bust but  inflation-free  U.  S.  economy 
that  has  added  to  the  dollar's  appeal  in 


recent  months,  just  as  it  has  fueled  the 
latest  surge  in  stock  prices. 

The  problem,  says  Makin,  is  that  be- 
lief in  the  arrival  of  a  golden  age  may 
contain  the  seeds  of  its  own  destruc- 
tion. McCulley  of  UBS  Securities,  for 
one,  sees  signs  that  it  is  causing  bond 
markets  to  become  complacent  about 
inflation  risks.  And  Makin  argues  that  it 
leaves  increasingly  bullish  stock  mar- 
ket investors  psychologically  unprepared 
for  economic  shocks  that  lie  ahead. 

"The  delicate  task  now  facing  the 
Fed,"  he  says,  "is  to  remind  investors 
that  the  golden-age  scenario  cannot  last 
forever,  without  causing  them  to  panic." 


PERILS  OF  THE 
GRAVEYARD  SHIFT 

Poor  health — and  low  productivitj^ 

Recently,  this  column  noted  that 
evening  and  night  work  is  far  less 
prevalent  in  the  U.  S.  today  than  it  was 
two  decades  ago.  Also,  a  higher  pro- 
portion of  those  who  work  nights  tend 
to  be  low-wage  workers  (BW — Jan.  20). 

Now,  a  report  ft-om  the  Conference 
Board  indicates  such  workers  are  more 
likely  to  have  poor  health  than  other 
employees.  Among  the  problems  that 
afflict  them  are  fatigue,  sleep  disorders, 
depression,  obesity,  and  coronary  dis- 
ease. Nurses  who  work  rotating  shifts 
for  six  or  more  years,  for  example,  have 
a  50%  to  70%  increased  risk  of  heart 
attacks.  Night  workers  are  also  more 
prone  to  job-related  accidents  and  have 
higher  absentee  and  turnover  rates. 

For  employers,  the  upshot  is  reduced 
productivity  that,  according  to  one  esti- 
mate, costs  U.  S.  business  some  $70  bil- 
lion a  yeai'.  Night  workers  perform  best, 
the  board  reports,  when  they  are  of- 
fered employee  assistance  and  counsel- 
ing services  and  when  managers  and 
employees  receive  training  on  the  de- 
mands of  night  woi'k. 


RRAINY  YOUNG 
FIND  MANAGERS 

Their  mutual  funds  yield  more 

Shopping  for  a  mutual  fund?  If  your 
first  instinct  is  to  simply  pick  a  "hot 
fund"  with  a  strong  showing  in  recent 
years,  think  twice.  You  might  be  better 
off  choosing  funds  based  on  their  man- 
ager's age  and  academic  pedigree. 
In  a  study  of  some  900  growth  and 


growth-and-income  funds  from  1 
1994,  Judith  Chevalier  of  the  IJni'  ; 
of  Chicago  and  Glenn  D.  Ellisi 
Massachusetts  Institute  of  Tech  I' 
found  that  the  returns  posted  h;, 
agers  with  degrees  from  uni\  t 
whose  entering  students  have  hi 
scores — such  as  the  Ivy  Leaui 
leges — beat  those  of  competitiii' 
middling  schools  by  more  than  1 
percentage  point.  Younger  maiit 
and  MBA-holders  also  outperform^' 
older  and  non-MBA  rivals. 

What's  behind  these  differeni  c 
researchers  found  that  "high  s.vi 
agers  and  those  with  mbas  ten- 
invest  in  high-risk,  high-retum  st 
a  strategy  that  has  paid  off  hand 
during  the  current  bull  marke 
younger  managers  who  do  putii  l 
to  be  booted  out  faster  than  est  a  ■ 
managers — a  quii'k  that  has  the 
boosting  their  average  performai: 
also  likely  that  top  mba  studci 
sought  out  by  top-tier  fund  fan 
where  they  benefit  from  gen^'n 
search  support  and  low  expense 
With  Dean 


THE  TRADE  GAF^ 
SILVER  LINING 

Services  exports  just  keep  ri  - 

The  bad  news  is  that  Amen 
chandise  trade  deficit  hit 

$187.6  billion  in  19S6.  The  g  

is  that  the  trade  surplus  in  sen  u 
tinued  its  steady  rise,  from  ju 
billion  a  decade  ago  to  $73.4  : 
1996.  As  a  result,  the  total  tradtit 
last  year  came  in 
at  $114.2  billion—       A  LEG  UP  Fl 
up  sharply  in  re-    SERVICES  EXj 
cent   years,  but 
still    below  the 
$152.9  billion  peak 
recorded  in  1987. 

The  Coalition  of 
Sei-vice  Industries, 
a  trade  group, 
notes  that  Ameri- 
ca's estimated  $20  "  ■ 
billion     services  herchanoise 

,       ,  1  -n       TRADE  DEFICIT  TRf 

trade  suiplus  with    ^billions  of  doi: 
Japan  offset  a  big 
chunk  of  its  $48    oata  commerce  de. 

,  .„.  ,  Of  service  INOUIL, 

billion   merchan-  IBi 


dise  trade  deficit  with  that  naW 
contrast,  America's  seivices  surp's 
China  last  year  amounted  to  onljZ'' 
so  of  its  $40  billion  Chinese  goodft 
suggesting  "a  huge  potential  f 
services  exports." 
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ICORDING  TO  GREENSPAN 

chairman  lays  out  the  Fed's  1997  "favorable"  forecast 
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HE  FED'S  VIEW 
FTHE  ECONOMY 

PERCENT  CHANGE 
'36  ACTUAL  '97  FORECAST 


It  must  have  been  a  very 
pleased  Alan  Greenspan  who 
red  before  the  Senate  Banking  Committee  on 
28  to  talk  about  monetary  policy.  After  all,  the 
al  Reserve  chairman  projected  that  the  economy's 
nix  of  solid  growth  and  low  inflation  would  con- 
in  1997.  But  the  Fed  chief  also  took  the  oppor- 
to  air  his  concerns  about  the  stock  market  and 
er  the  era  of  job  insecurity  is  ending, 
lis  semiannual  Humphrey-Hawkins  testimony  be- 
he  Senate,  Greenspan  laid  out  the  Fed's  forecast 
•97  (table).  Real  gross  domestic  product  is  ex- 
1  to  grow  between  2%  and  2.25%  over  the  four 
irs  of  1997,  down  from  the  3.4%  gain  in  1996. 
;he  consumer  price  index  would  rise  between 
and  3%,  after  increased  food  and  energy  prices 
d  inflation  up  to  3.3%  in  1996. 

Greenspan  admitted  that 
"economic  prospects  in  gener- 
al are  quite  favorable,"  a  sug- 
gestion that  the  Fed  would 
not  raise  interest  rates  at  its 
upcoming  Mar.  25  meeting. 
But  that  doesn't  mean  mone- 
tary policy  will  remain  on 
hold.  In  fact,  Greenspan 
seemed  to  back  away  from 
past  hints  that  the  Fed  would 
not  raise  interest  rates  until 
■ice  indexes  started  to  rise.  Instead  he  said,  "We 
t  rule  out  a  situation  in  which  a  preemptive  poH- 
htening  may  become  appropriate  before  any  sign 
ual  higher  inflation  becomes  evident." 
befits  the  Fed's  forecast,  the  slow-growth,  low-in- 
i  combination  seems  to  have  earned  tbrough  into 
rst  quarter.  Real  gdp  growth  has  slowed  from 
stering  4.7%  gain  in  the  fourth  quarter  Howevei', 
I  household  fundamentals  suggest  that  any  sur- 
in  the  outlooks  for  consumer  spending  or  housing 
)e  on  the  upside  in  1997.  And  those  surprises 
unhinge  the  falling-inflation  scenario. 

CHAIRMAN  ACKNOWLEDGED  inflation  concerns 
own.  Greenspan  reiterated  the  idea  that  the  re- 
t  on  wages  was  mainly  the  consequence  of  work- 
ecurity.  That  is,  workers  were  more  interested  in 
ng  their  jobs  than  in  getting  a  pay  raise.  But,  he 
"At  some  point,  the  trade-off  of  subdued  wage 
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5.3% 
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'LOYMENT  RATE  IS 
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growth  for  job  security  has  to  come  to  an  end."  And  he 
pointed  to  some  evidence  that  the  end  was  near,  in- 
cluding the  low  unemployment  rate  and  the  increase  in 
workers  who  quit  a  job  to  find  a  new  one. 

His  other  big  wony  was  the  possible  overvaluation  of 
the  stock  market  (page  35).  Greenspan  repeated  his 
question  of  last  December  which  asked,  "How  do  we 
know  when  irrational  exuberance  has  unduly  escalated 
asset  values?"  He  went  on  to  wani  that  earnings  dis- 
appointments could  bring  down  stock  prices.  Just  as  in 
1996,  the  markets  did  not  appreciate  Greenspan's  jaw- 
boning. Both  the  stock  and  bond  markets  plunged  dur- 
ing the  testimony,  and  closed  down  for  the  day. 

THE  CENTRAL  BANK'S  outlook  expects  smaller  gains 
in  consumer  demand  roughly  in  line  with  moderate 
growth  in  disposable  income.  But  even  Greenspan  ad- 
mitted that  the  behavior  of  consumers  was  always  un- 
certain. After  all,  why  should  shoppers  scale  back  now 
when  the  latest  data  show  that  consumers  are  ex- 
tremely upbeat  about  the  current  state  of  the  economy 
as  well  as  on  job  prospects  and  their  financial  futures? 

The  Conference  Board's  index  of  consumer  confi- 
dence stood  at  118.4  in  February,  barely  down  from  the 
revised  118.7  reading  of  January,  a  7^-year  high.  The 
present-situation  component  of  the  index  jumped  from 
141.2  in  Januaiy  to  143.4  in  Febraary,  a  27-year  high 
(chart).  Consumers'  expectations  for  the  next  six 
months  fell  only  slightly,  to  101.7  from  103.8. 

So  far  in  the  first  quarter, 
consumers  continue  to  spend.  CONSUMERS  THINK  THE 
The  weekly  surveys  of  retail- 
ers show  that  store  sales  in 
the  first  thi'ee  weeks  of  Feb- 
ruary were  up  at  least  2% 
above  their  average  of  Janu- 
ary, when  according  to  gov- 
erTiment  data,  total  retail  sales 
rose  0.6%. 

In  addition,  the  rise  in  the 
present-situation  index  indi- 
cates a  healthy  increase  in  Febnaaiy  payi'olls,  to  be  re- 
ported on  Mar.  7.  And  as  Greenspan  noted,  consumers 
are  feeUng  much  more  confident  about  their  ability  to 
find  work.  Moi'e  than  32%  think  jobs  are  "easy  to  get," 
says  the  Conference  Board.  That's  the  highest  per- 
centage in  eight  years. 

Besides  the  obvious  fear  that  renewed  job  security 
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generates  higher  wages,  which  boost  labor  costs, 
Greenspan  also  said  that  pay  gains  ai'e  a  danger  to  the 
inflation  outlook  because  faster  income  growth  may 
touch  off  a  round  of  demand-pull  pressure  on  prices. 
That's  a  worry  now  that  the  economy  seems  to  be  us- 
ing all  its  available  capital  and  labor.  As  1997  pro- 
gresses, inci'eased  spending  could  exceed  the  output  ca- 
pacity of  producers,  causing  shoilages  and  production 
bottlenecks.  Greenspan  warned  that  such  escalating 
pressure  on  resources  "could  destabilize  the  economy." 

One  safety  valve  for  tliis  demand-output  imbalance  is 
overseas  production.  Greenspan  noted  that  the  dollar's 
rise  has  made  imports  even  cheaper.  In  fact,  import 
prices  fell  0.3%  in  January,  0.4%  when  oil  is  excluded. 
Over  the  past  year,  the  prices  of  nonpetroleum  im- 
ports have  fallen  1.9%.  That  drop  has  offset  the  in- 
creases in  prices  of  domestically  made  goods.  But 
Greenspan  doubted  that  the  dollar  would  provide  such 
a  big  inflation  offset  in  1997. 

ANOTHER  AREA  where  the  Fed  expects  slower  growth 
is  homebuilding.  And  housing  starts  began  1997  poorly: 
They  edged  up  2%-  in  January,  to  an  annual  rate  of  just 
1.35  million.  That  followed  an  11%  plunge  in  December 
when  bad  weather  shut  down  building  sites  in  the 
West  and  Midwest.  Western  starts  in  January  recov- 
ered, but  Midwest  constmction  remained  weak. 

However,  the  fimdamentals  that  supported  housing  in 


SMIN! 


1996  show  few  signs  of  teeteiing  in  1997.  Relatively  ] 
mortgage  rates,  steady  gains  in  incomes  and  jobs,  ij 
consumers'  sense  of  economic  well-being  suggest  t; 
housing  could  hold  its  own  in  1997,  or  at  worst  subti 
only  a  bit  from  gdp  growth.  , 

Perhaps  that's  why  builders  ai"e  optimistic  about 
outlook.  The  National  Association  of  Home  Build 
housing  activity  index  bumped  up  to  54%  in  Febru 
the  best  reading  since  October.  The  biggest  gain  wa 
sales  expectations  for  single-family  homes.  That  in 
jumped  from  63%  in  January  to  68%  in  Februi 
the  highest  level  since  June  (chart).  | 

One  I'eason  for  the  optimism  • 
is  that  home  buying  remains 
affordable.  Fixed  30-year 
mortgage  rates  are  fii'mly  be- 
low 8%.  And  as  long  as  the 
bond  market  holds  steady, 
mortgage  rates  will  not  rise. 

The  performance  of  the 
bond  market,  of  course,  will 
depend  on  monetary  policy. 
Up  on  Capitol  Hill,  Greenspan 
said  nothing  to  suggest  an  im- 
minent rate  hike.  But  he  also  concluded  his  remarks 
noting  that  a  central  banker's  job  "is  to  stay  on' 
lookout  for  trouble."  That  vigilance  means  that 
policy  door  wiW  stay  open  throughout  1997. 


BUILDERS  EXPECT 
SALES  TO  PICK  UP 


HOUSING  MARKET _ 
INDEXES 

Q   I  I  1  I  I 

JAN  '95  FEB, 
APERCENT  REPORTING  IMPROVEME 

DATA:  NATIONAL  ASSOCIATION 
OF  HOME  BUILDERS 


EURO  TARGETS  MAY  BE  WITHIN  REACH 


Spain  is  making  swift  progress 
toward  its  entry  into  a  single- 
cuirency  Europe.  After  last  year's 
sluggishness,  economic  gi"owth  is 
picking  up  and  inflation  is  at  a  27- 
year  low.  The  government  seems 
to  have  met  its  1996 
deficit  target  of  4.4%-  of 
gross  domestic  prod- 
uct, and  the  outlook 
suggests  it  will  come 
close  to  the  3%  mark 
for  1997  required  by 
the  Maastricht  Treaty. 

The  Bank  of  Spain 
recently  projected  that 
fourth-quarter  GDP 
rose  2.5%'  from  a  year 
ago,  up  from  about  2%  earlier  in 
1996.  The  faster  clip  means  that 
1996  growth  will  come  close  to 
the  government's  2.3%-  goal.  The 
latest  data  suggest  that  the  quick 
er  pace  will  continue,  led  by  con- 


INFLATiON  HITS 
A  27-YEAR  LOW 


„  iliiiiiiiriilliiliHilllilinKlllv. 

IAN  '94  m.  '97 

▲  PERCENT  CHANGE  FROM  A  'fEAR  AGO 
DATA:  NATIONAL  STATISTICS  INSTITUTE, 
DRI/McGRAW-HILL 


sumer  spending  and  exports.  Con- 
sumer confidence  surged  in  De- 
cember and  January,  and  house- 
hold spending  last  quarter  rose 
strongly.  Manufacturing  is  also 
improving.  Industrial  production 
rebounded  in  Decem- 
ber, fueled  by  rising- 
orders,  especially 
from  abroad,  and 
manageable  inventoiy 
levels.  If  sustained,  as 
expected,  the  pickup 
should  allow  the  gov- 
ernment to  meet  its 
3%-  growth  target  for 
1997. 

The  outlook  for  con- 
sumer inflation,  which  fell  to  2.9% 
in  January,  is  also  bright  (chart). 
Goods  prices  are  under  control,  al- 
though service  inflation  is  more 
stubborn.  Still,  slower  wage 
gi'owth,  along  with  the  govern- 


ment's plan  to  broaden  its  polic 
of  cuts  in  administered  prices  t 
include  prescription  medicines  ; 
telephone  rates,  will  offset  the 
ward  pressures. 

With  inflation  under  control. 
Bank  of  Spain  will  continue  to 
interest  rates  in  an  effort  to 
counter  the  drag  from  fiscal  be 
tightening.  It  has  cut  the  bencl 
mark  policy  rate  from  9%  in  e; 
1996  to  the  current  record-low 
6%',  and  another  reduction  is  ir 
minent.  Recent  weakness  in  th 
peseta,  reflecting  the  dollar's 
strength  and  Spain's  Eui'o  uncc 
tainty,  prevented  the  central  b 
from  acting  after  the  January 
flation  news.  The  bank  will  pre 
ceed  cautiously,  though,  becau^ 
the  government  must  meet  its 
targets  for  both  growth  and  ii 
tion  to  assure  that  it  reaches- 
and  can  maintain — its  deficit  gJ^ 
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Duck  logic. 


ucks  think  differently  than 
you  or  me.  They  would 
never  forget  a  birthday, 
have,  to  my  knowledge,  never 
!ored  a  negative  political  ad. 

avoid  talk  shows  like  the 
e.They  dance  in  the  rain  and 
great  pains  to  not  walk 
)d  the  puddles.  They  observe 
n  folly  with  detached  amuse- 
.  They  waddle  in  the  face  of 
;ntion. 

there  was  ever  a  face  that 
ed  some  waddling,  some 
in,  some  flying  into,  it's  con- 
on.  Also,  its  bubbles  burst, 
Dtions  re-conceived,  its  rules 
:ed.  That's  Duck  Logic, 
ilatera  is  a  personal  luxury 
)  fraught  with  Duck  Logic, 
result  is  the  stuff  of  blue 
is:  a  scrambling  of  preconcep- 
that  turns  out  to  be  a  whole 
omelet.  It's  luxury  that  boo- 
Refinement  that  giggles.  The 
y  that  zigs. 

)ucks  were  designed  in  God's 
wind  tunnel.  They  eschew 
iments  that  would  make  their 
nics  any  less  aero.  The  resulting 


Duck  Logic  tells  us  that  wind  noise 
isn't  the  result  of  wind.  It's  a  result 
of  those  that  resist  the  wind;  out- 
side rearview  mirrors,  windshield 
wipers,  hoods.  So  engineers  tested 
and  retested  Catera  at  up  to 
125  mph  over  and  over  again. 
Partially  to  optimize  hood,  wiper 
and  mirror  designs  against  wind 


noise.  And  partially,  because  it's  fun 
to  test  things  at  1 25  mph. 

Duck  Logic  tells  us  that  luxury 
is  in  more  places  than  in  the  eye 
of  the  beholder,  it's  in  the. ..other 
places  too.  So  Catera's  driver's 
seat  is  designed  to  be  particularly 
comfortable  because  its  "hip 
points"  have  been  raised  for  the 
optimum  driving  position.  And  the 
available  power  memory  seat 
adjusts  for  three  different  drivers. 
Partially  because  that  helps  each 


driver  have  optimal  control.  And 
partially,  because  it's  fun. 

No  discussion  of  Duck  Logic 
would  be  complete  without  music. 
It's  a  little-known  fact  that  ducks 
fly  in  the  midst  of  commercial 
radio  waves,  allowing  them  perfect, 
distortion-free  sound,  a  boon  to 
their  migratory  travels.  (They  plan 
flight  lanes  carefully,  to  circumvent 
the  broadcast  signals  of  shock 
jocks  and  talk  radio.)  Duck  Logic 
knows  the  virtue  of  clear  sound 
on  long  trips.  It  led  to  the  design 
of  an  optional  sound  system  with 
computer  programs  to  create  a 
three-dimensional  picture  of  how 
sound  would  behave  in  a  Catera. 
Partially  because  great  sound 
would  be  fun.  And  partially, 
because  it  would  be  a  lot  of  fun. 
(Duck  Logic  is  no  prisoner  to 
logic.) 

Duck  Logic  sneers  at  the  mun- 
dane, scoffs  at  the  expected, 
waddles  and  flies  in  the  face  of 
convention  and  then,  way  over  its 
head.  Duck  Logic  begets  Catera: 
luxury  that's  fun,  the  Caddy  that 
zigs.  The  ducks  would  be  proud. 


THE  CADDY  THAT  ZIGS. 


CADI  LLAC  . 

6  GM  Corp.  All  rights  reserved. 

s  wear  safety  belts,  even  vvich  air  bags. 


STARTING  AT  5-29,995 

MSRP  EXCLUDING  DESTINATION  CHARGE.  Tax.  license 
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So  far,  he's  counting  on  nitty-gritty 
management  changes  to  anchor  a 
turnaround.  Will  that  satisfy  the  Street? 


In  his  first  100  days  as 
president  and  chief  oper- 
ating officer  of  AT&T, 
John  R.  Walter  has  heard 
an  earful.  Customers 
have  complained  that  the 
m  giant  is  arrogant.  Employees 
moused  that  they're  bogged  down 
reaucracy  and  politics.  And  in- 
s  have  bemoaned  strategic  blun- 
hat  made  at&t  a  bystander  in  the 
st  bull  market  in  U.  S.  history. 
V,  the  CEO-in-waiting  is  about  to 
is  harshest  critics.  On  Mar.  3  and 
Iter  wiW  put  on  a  two-day  show 
Wall  Street  analysts — detailing, 
e  first  time  publicly  his  plan  for 


choice  a  1,"  lamented  Chicago  Corp.  an- 
alyst Kenneth  M.  Leon  at  the  time. 
Four  months  later,  at&t  has  inched  up 
to  just  over  40,  well  off  its  52-week 
high  of  45'A.  Few  analysts  predict  an 
uptick  anytime  soon,  given  AT&T's  prob- 
lems in  long  distance  and  the  costly  ef- 
fort to  move  into  local  calling. 

As  he  prepared  for  the  analyst  meet- 
ing during  the  last  week  of  February, 
Walter  dowTiplayed  its  significance.  "I'm 
not  in  awe  and  I'm  not  in  fear  of  it,"  he 
told  BUSINESS  WEEK  in  an  exclusive  in- 
terview. The  self-asswed  50-year-old  got 
where  he  is  by  perfecting  his  sales 
pitch.  He's  known  to  prepare  for  meet- 
ings— vdth  customers,  investors,  or  em- 


nologies  Inc.  and  NCR  CorjD.) — the  com- 
pany's core  business  had  started  to  slip. 
AT&T's  share  of  the  U.  S.  long-distance 
market,  ft-om  which  it  derives  almost 
all  of  its  revenue,  has  dropped  from 
56%  to  54%  in  the  past  year.  And  mar- 
gins are  falling,  a  casualty  of  the  indus- 
try's move  to  flat-rate  pricing.  Allen,  in 
his  fii"st  interview  since  a  Feb.  6  heart 
operation,  acknowledges  that  his  heir 
appai'ent  now  has  "perhaps  the  toughest 
job  in  American  business  today." 

Is  Walter  up  to  it?  Does  he  have  the 
management  and  leadersliip  skills  to  un- 
lock the  talents  buried  inside  one  of  the 
most  entrenched  corjjorate  cultures  in 
America?  Can  he  make  at&t  as  aggres- 


Five  Ways  Walter  Is  Rewiring  AT&T 


lATEGY  Focus  on  delivering 
communications  solutions" — 
such  AT&T  services  as  long  dis- 
tance, wireless,  satellite  TV, 
and  credit  cards — to  cus- 
tomers, big  and  small.  He 
will  push  into  local  call- 
ing through  resale  deals 
with  the  Baby  Bells  and 
expand  the  company's 
digital  wireless  network. 
He  will  also  build  up  AT&T's 
outsourcing  business  and 
grow  outside  the  U.S. 


STRUCTURE  Expect  a  major  re- 
organization to  improve  coordination 
of  AT&T  units  in  local  markets, 
eliminate  overlaps,  and  clarify  roles. 
May  end  the  business-unit  structure 
put  in  place  in  the  late  1980s. 

CORPORATE  CULTURE  Seeks 
greater  accountability  throughout  the 
company  and  promises  to  push  down 
more  profit-and-loss  responsibility. 
Urges  managers  to  be  more  pro- 
active; advises  employees  to  spend 
every  AT&T  dollar  as  if  it's  their  own. 


what  ails  at&t.  Walter  says  he 
unleash  any  dramatic  new  initia- 
Rather,  he'll  use  this  debut  to 
ce  some  50  skeptical  analysts  that 
a  fi^esh  insight  into  the  phone  gi- 
roubles  and  a  plan  for  managing  a 
ound. 

T  SALESMAN.  It  will  be  a  tough 
These  are  the  people  who  last 
t  out  a  collective  groan  when 
nan  Robert  E.  Allen  announced 
Valter,  the  little-known  ceo  of 
o-based  printer  R.  R.  Donnelley  & 
3o.,  would  be  his  successor.  On 
3,  the  day  Walter  was  named 
int,  AT&T's  stock  plunged  4.5%,  to 
)n  a  scale  of  1  to  10,  I'd  rate  this 


ployees — as  if  he's  going  into  battle. 

Convincing  investors — or  anybody — 
that  he  can  solve  at&t's  problems  will 
take  more  than  a  socko  presentation. 
Walter  has  assumed  day-to-day  opera- 
tions at  a  company  that  for  a  decade 
repeatedly  failed  to  execute  grandiose 
schemes  to  pioneer  all  manner  of  cut- 
ting-edge digital  technologies.  "It  has 
not  delivered  on  its  promise  or  its  re- 
sources," gripes  Ben  A.  Hock,  senior 
vice-president  at  John  Hancock  Invest- 
ment Fund,  an  at&t  shareholder. 

By  the  time  Allen  decided  two  years 
ago  to  focus  on  telecom  services  only — 
by  spinning  off  at&t's  phone-equipment 
and  computer  subsidiaries  (Lucent  Tech- 


MANAGEMENT  TEAM  Assembling 
a  mix  of  insiders  and  outsiders. 
Walter's  first  key  pick,  22-year  AT&T 
veteran  Gail  McGovern  as  consumer 
chief,  is  the  consummate  team 
player.  Now  he's  searching  outside 
for  a  top  financial  officer. 


COST-CUTTING  More  costs  will  be 
driven  out  of  the  business,  farming 
out  some  operations  and  cutting  back 
on  consultants.  Will  complete  Allen's 
plan  to  eliminate  17,000  positions 
by  early  1999. 

sive  as  its  nimble  rivals?  Does  his  back- 
ground— an  entti'e  career  spent  at  Don- 
nelley, which  is  less  than  one-fifth  at&t's 
size — prepare  him  foj-  the  task  ahead? 
Walter,  the  upbeat  salesman,  says  he  is 
turned  on  by  the  challenge:  "Did  I  take 
this  job  for  the  ego?  No.  Did  I  do  it  for 
the  money?  No.  I  did  it  because  it  is 
the  opportunity  of  a  lifetime." 

Walter's  best  bet  with  the  analysts,  as 
well  as  with  customers,  is  to  show  that 
he  can  do  at  at&t  what  Louis  V.  Gerst- 
ner  Jr  did  at  ibm.  Gei'stner,  who  had  no 
background  in  the  computer  industry, 
at  the  start  avoided  making  ftmdamental 
changes  in  the  company's  strategies.  De- 
claring that  there  was  no  need  for  a 
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new  "vision,"  he  focused  on  the  organi- 
zational and  management  issues. 

At  AT&T,  Walter  seems  to  be  taking 
the  same  tack.  He  is  working  on  a  re- 
organization to  make  the  company  more 
responsive.  He  has  ordered  his  execu- 
tives to  go  back  to  basics  and  focus  ftrst 
on  customer  needs  rather  than  internal 
politicking.  Walter  is  putting  in  place 
plans  that  emphasize  teamwork  and 
punish  infighting.  Above  all,  he's  leaning 


KICKING  HABITS 


Consumer  chief 
McGovern 
wants  to  ax  one 
long-distance 
ploy-issuing 
checks  to  those 
who  switch  to 
AT&T.  That  cost 
some  $2  billion 
last  year 


on  managers  to  deliver  on  the  plans 
they  make.  Walter  admits  it's  basic 
stuff — but  the  stuff  that  at&t's  inbred 
management  has  had  trouble  with  in 
the  past.  "I'm  not  a  Bell  head,"  he  says. 
"Maybe  that's  an  advantage." 

For  now,  Walter,  who  admits  he's  still 
boning  up  on  the  telecom  industiy,  relies 
heavily  on  a  cadre  of  experienced  execu- 
tives. When  he  meets  the  analysts,  he'll 
be  accom|3anied  by  a  dozen  top  execu- 
tives fi-om  across  the  $52.1  billion  com- 
pany— experts  on  eveiything  fi'om  con- 
sumer long  distance  to  Intemet  access. 
Two  of  the  key  players  are  Walter  ap- 
pointments: Gail  J.  McGovern,  44,  in 
charge  of  retaking  lost  gi-ound  in  the 
consumer  long-distance  market,  and  40- 
year-old  AT&T  veteran  Jeffi-ey  Weitzen, 
who  moved  into  McGovem's  old  job  as 
head  of  business  sei-vices,  the  unit  that 
sells  telecom  to  coiporations.  Walter  is 
searching  outside  for  a  top  financial  offi- 
cer to  replace  Richard  W.  Miller,  who 
recently  i-esigned. 

Walter  will  not  make  any  major  an- 
nouncements on  Mar.  3,  but  he's  expected 
to  give  analysts  some  details  of  a  reor- 
ganization on  the  ch-awing  boai'ds.  The  re- 
vamping is  intended  to  eliminate  overlaps 


between  the  business  units  and  break 
down  the  fiefdoms.  In  Walter's  view,  the 
lack  of  coordination  between  these  pow- 
eiful  units,  responsible  foi-  such  opera- 
tions as  consumer  calling,  coiporate  ser- 
vices, wireless,  and  data  networks,  have 
slowed  down  decision-making.  "Ninety- 
live  percent  of  the  people  who  come  into 
this  office  want  me  to  make  the  deci- 
sion," says  Walter.  "I  ask  them,  what  do 
they  think  we  should  do,  and  I  tell  them 


to  do  it.  My  God,  just  go  do  sometlung." 

Tliat  goes  for  middle  management,  not 
just  top  execs.  To  that  end,  Walter  plans 
to  distribute  stock  options  fiulher  down 
so  that  more  employees  will  think  of 
themselves  as  ownere.  Options  have  long 
been  reserved  for  the  585  executives  in 
two  top  layers  of  management.  Walter 
will  seek  shareholdei'  approval  to  add 
two  more  layers — some  9,000  managers. 
"LOW-HANGING  FRUIT."  Walter  also  is  ex- 
pected to  make  .substantial  cuts  to  reduce 
overhead.  Despite  years  of  staff  reduc- 
tions by  Allen,  the  new  president  says 
there's  still  lots  of  "low-hanging  ftnit."  A 
prime  target:  outside  consultants  who, 
by  some  estimates,  are  billing  at&t  as 
much  as  $1  billion  a  yeai'.  "We  want  to 
learn  how  to  fish,"  he  says.  "We  don't 
want  to  have  somebody  fish  for  us." 

The  new  president  also  is  likely  to 
cut  some  staffers.  At  the  end  of  1995, 
AT&T  said  it  would  slash  17,000  jobs 
within  three  years.  But  it  ended  1996 
with  131,400  people  on  its  payi-oU — 2,000 
more  than  it  had  a  year  earlier,  an  as- 
tounding figiu'e  in  a  company  with  a 
10%  annual  attrition  rate.  There  are 
still  2,000  employees  in  himian  resources 
and  450  in  pubhc  relations,  for  example. 


A  leaner,  more  responsive  organi 
tion  will  go  a  long  way  toward  reve 
ing  AT&T's  declining  fortunes.  Inde 
since  Allen  announced  the  triple 
vestiture  in  1995,  analysts  have  rar 
quibbled  with  the  basic  strategy — o 
with  its  sorry  execution.  j 
So,  Walter's  top  priority  is  to  m! 
the  existing  plan  work.  To  shore  up  i 
long-distance  business,  he  and  McG; 
em  want  to  stop  one  of  at&t's  favo 
marketing  habits:  issuing  chei 
to  customers  who  switch  to  A' 
That  scheme,  wliich  cost  somi. 
liillion  last  year,  did  Uttle  to 
tlie  company's  mai-ket-share  s 
Walter  wants  more  innox-a 
solutions  to  beef  up  voliunt's. 
Govern  says  she  welcomes  i 
ter's  new  perspective:  "It's  ^ 
having  ft-esh  eyes  around." 

Going  forward,  the  strat 
still  revolves  around  "hi 
ling" — trading  on  the  at&t  hi 
name  to  ofTer  customer's  a  s( 
tion  of  services:  local,  lonu  - 
tance,  and  wireless  callinc 
well  as  Internet  access,  ci 
tainment,  plus  AT&T  credit 
For  bundling  to  work,  W; 
notes,  AT&T  doesn't  have  U< 
all  the  pieces  of  the  bundli 
can  resell  products  and  sci ' 
supphed  by  others. 

That's  key  to  keepim; 
costs  of  entering  new  niai 
down.  "We  can't  do  everything  bet 
we  can't  execute  it  all,  and  we  cai 
nance  it,"  explains  Walter.  Resellii 
cal  calling  capacity  leased  fi'om  the 
Bells  and  gte  Coi*p.  is  a  prime  exa 
of  the  strategy.  It's  a  tactic  that 
blessed  when  the  1996  Telecom', 
made  reseUing  possible.  For  bus 
customers,  at&t  already  has  i' 
agi-eements  with  eight  alternati\ 
cess  providers,  which  link  compani 
rectly  to  AT&T's  network. 

Resale  may  give  at&t  relai 
cheap  entree  into  local  sei-vice,  bi 
costs  of  competing  in  deregulated  jij 
markets  are  still  staggeiing.  Rollir  fj>; 
wireless  networks  and  launching  fc. 
calling  could  dilute  eaiTiings  by  as  Ui 
as  40c  a  share  this  year,  or  $640  n  ie  i, 
estimates  Morgan  Stanley  &  Co.  a  lll'a 
Stephanie  G.  Comfort.  She  figiu-es  Bur 
will  earn  $5.8  billion  on  revem  ^ 
$54.4  biUion  in  1997,  a  modest  imj  iuf 
ment  over  1996  earnings  of  $5.6  laid 
on  revenues  of  $.52.2  billion.  Thi  diju;, 
rent  quarter's  net,  the  compan  s;,],,, 
waiTied,  will  actually  come  in  belo  » 
year's  $1.5  billion  as  a  result  of  1  t:,., 
capital  investments.  foji 
Walter  will  try  to  rein  in  spelr  k.. 


3e 


^  'Tm  not  a  Bell  head.  That  may  be  an  advantage," 
^  says  Walter,  who  aims  to  break  up  old  fiefdoms 


can't  afford  to  go  too  far.  Re- 
is  not  a  peiTnanent  strategy  foi' 
lling.  Indeed,  one  of  the  fu'st  de- 
Walter  faced  when  he  signed  on 
lether  to  still  support  an  experi- 
wireless  system  to  make  the  lo- 
lection.  That  system,  wWch  won't 
ly  to  launch  for  a  year  or  more, 
3S  to  connect  consumers  to  the 
jtwork  for  a  fraction  of  the  cost 
ired  system,  which  can  run  as 

$2,000  per  home  (page  30). 
lite  his  support  for  the  wireless 
,  Walter  is  taking  his  time  about 
ocal-market  moves,  say  sources 
,0  the  company.  "Walter  has 

things  down  to  reassess  the 
Ian,"  says  an  industry  executive 
orks  closely  with  at&t.  Mean- 
ival  MCI  Commimications  Corp.  is 
I  local  networks  in  31  cities,  and 
)y  Bells  are  readying  their  entiy 
ig  distance.  "The  window  of  op- 
ty  for  AT&T  to  be  so  tentative  is 
,"  wams  UBS  Securities  Inc.  ana- 
ida  B.  Meltzer. 

i|  BOY.  Walter  is  cramming  as 
he  can.  Over  Cbristmas  he  stud- 
ve-inch-thick  technical  guide  to 
T  long-distance  net- 
•the  largest  phone 
in  the  world.  He 
even  unpacked  the 
ard  boxes  still 
in  his  office,  a  floor 
Allen's  at  at&t's 
ng  Basking  Ridge 
leadquarters.  Until 
•  and  two  daughters 
!  from  the  Chicago 
is  spring,  he's  liv- 
i  nearby  hotel. 
9r  has  made  his 
9  known  thi'oughout 
iT  empire.  He  has 
id  across  the  U.S., 
;  vdth  some  7,000 
3es,  visiting  hun- 
'  customei-s,  and  tiy- 
reassure  dozens  of 
)nal  investore.  Some 
ke  that  the  blond, 
d  Walter  is  the  new 

Boy,"  a  reference 
riking  23-kai-at-gold 
e  of  Mercury  that 
!^jard  outside  com- 
adquarters. 
mpression  that  the 
ler  was  eclipsing 

was  reinforced  by 
recent  19-day  ab- 
or  heart  surgery. 


Allen,  who  returned  to  work  on  Feb. 
24 — a  week  eai-ly,  against  his  doctor's 
wishes — vehemently  disputes  that:  "Bob 
Allen  is  still  the  CKO,"  he  says.  "What 
AT&T  needs  more  than  anything  else  is 
leadership  on  operations  and  execution. 
John  has  taken  on  those  tasks  with  a  lot 
of  enthusiasm  and  energy." 

And  more.  Although  AJlen  won't  give 
over  the  ceo  title  to  Walter  until  next 
January  and  the  chairman's  job  the  fol- 
lowing May,  when  he  retires,  he  has 
brought  his  new  pi'esident  in  on  deci- 
sions that  are  customarily  the  sole 
province  of  a  chairman.  Walter  and 
Allen,  for  example,  together  picked  two 
new  directors,  including  the  fii'st  out- 
sider with  a  technology  background, 
who  will  join  the  board  this  spring. 
They  decline  to  disclose  the  name. 

Publicly,  it's  the  Bob  and  John  show — 
an  image  at&t  carefully  promotes.  Both 
will  be  at  the  analysts  show,  and  for  this 
article,  the  company  refused  to  allow 
Walter  to  be  photogi-aphed  without  Allen 
by  his  side.  In  intei-views,  both  men  in- 
sist they  ai'e  working  as  a  team,  with,  as 
Allen  says,  "no  space  between  oui*  shoul- 
ders." Of  his  boss,  Walter  says:  "1  have 


The  5,000  Fingers  of  AT&T 

AT&T  has  been  sticking  its  fingers  in  every  segment  of  the  tele- 
com business,  so  it  can  offer  customers  a  bundle  of  services. 

1996  REVENUES 

MILLIONS 

LONG  DISTANCE  at&t's  share  of  the  market  has  dwindled  to 
54%  from  58%  in  1994 — because  of  increased  competi- 
tion. Look  for  market  share  to  shrink  even  more  when  the 
Baby  Bells  enter  the  market.  $46,000 

LOCAL  CALLING  Despite  filings  a  year  ago  to  offer  local  calling 
in  every  state,  at&t  does  so  only  in  California  and  Connecti- 
cut. Initially,  at&t  will  resell  local  calling  but  needs  to 
strike  resale  pacts  with  local  phone  companies.  $0 

WIRELESS  AT&T  is  the  largest  U.S.  cellular  operator.  Its  1996 
cell-phone  revenues  grew  by  more  than  20%.  But  at&t's 
build-out  of  a  nationwide  digital  network  will  squeeze  mar- 
gins, as  will  new  competitors  entering  each  market.  $3,500 

TELEVISION  AT&T  markets  direct-broadcast  satellite-Tv  service 
under  its  brand — the  result  of  its  2.5%  stake  in  Hughes 
Electronics'  DirecTV.  Here,  too,  new  rivals  such  as  an  MCI- 
NewsCorp  venture,  are  expected  in  the  next  two  years.  $9 

INTERNET  Despite  a  rocky  startup  a  year  ago,  WorldNet,  at&t's 
Internet  access  service,  is  now  the  largest  Web  provider, 
with  600,000  customers.  N/A 

DATA  MORGAN  STANLEY 


gi'eat  respect  for  the  man.  1  can't  do 
anything  but  benefit  from  liis  knowledge 
and  experience,  and  I'd  be  a  fool  not  to." 
Confides  a  Walter  associate:  "It's  a  little 
awkwai'd  and  difficult,  but  they  are  man- 
aging tlii'ough  it." 

From  the  outset,  Walter  knew  his  as- 
cent over  so  many  seasoned  insiders 
would  cause  tension.  Before  joining  at&t, 
he  sought  advice  from  other  outsider 
CEOs — IBM's  Gerstner,  Eastman  Kodak's 
George  M.  C.  Fisher,  Sears'  Arthur  C. 
Martinez,  and  usAir's  Stephen  M.  Wolf. 
Their  advice:  Watch  your  back.  "People 
are  going  to  tell  you  up  front  that  they 
want  to  be  part  of  yoiu'  team,  but  don't 
believe  that." 

"CARPETLAND."  Walter  admits  he  hasn't 
always  been  diplomatic.  He  poked  fun 
at  "carpetland,"  what  one  employee 
calls  AT&T's  "deathly  quiet  and  energy- 
less"  executive  suite.  He  has  bluntly 
told  employees  the  company  lacks  a 
clear  strategy,  its  management  systems 
are  a  disaster,  and  its  plans  for  local 
service  too  grandiose.  One  manager 
who  got  the  lecture  was  so  taken  with 
Walter  that  he  raved  to  colleagues  in  a 
widely  circulated  E-mail  message.  "I 
was  extremely  impressed 
with  Waltei;  liis  energy,  his 
sense  of  humor,  and  his 
candor,"  wrote  at&t  man- 
ager Allan  Watson. 

Not  everyone  took  kind- 
ly to  the  ci'itiques  from  a 
stranger.  "You've  got  to 
eaiTi  the  right  to  say  those 
things,"  says  one  middle 
manager.  "He  hasn't.  He's 
a  little  too  much  of  a  sales- 
man." On  the  other  hand, 
AT&T  salespeople  love  the 
new  guy.  Two  weeks  after 
his  ai'rival,  Walter  walked 
in  unannounced  on  a  room 
of  100  sales  managers  and 
discussed  the  issues  facing 
the  company  in  a  town 
meeting  format.  They  re- 
warded Walter  with  a 
standing  ovation.  "I've  nev- 
er seen  that  before,"  says 
McGovern.  "They  were 
really  mesmerized." 

Of  course,  salesmanship 
has  been  Walter's  trade- 
mark. At  Donnelley,  which 
he  joined  as  a  trainee  af- 
tei-  gi-aduation  from  Miami 
University  in  Oxford, 
Ohio,  he  earned  the  nick- 
name Jaws.  By  the  time 
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he  was  25,  his  commissions  exceeded 
the  salary  of  Donnelley's  chairman. 

Walter  shot  up  the  management  lad- 
der, becoming  president  in  1987  and 
chief  executive  and  chairman  two  years 
later.  During  his  stint  as  ceo,  the  com- 
pany's sales  nearly  doubled,  to  $6.6  bil- 
lion, and  it  secured  its  lead  as  the 
world's  largest  commercial  printer. 

As  f:EO,  Walter  tried  to  shake  up  the 
stodgy  Donnelley  cultui'e  and  move  the 
company  into  electronic  publishing — 


v«th  mixed  results.  Over  the  course  of 
his  tenure  as  ceo,  profit  margins  were 
halved,  to  3.5%.  His  piu'chase  of  Stream 
International,  a  $1.5  billion  producer  of 
software  diskettes  and  computer  manu- 
als, for  instance,  didn't  pan  out.  In  1996, 
the  company  took  a  $560  million  're- 
structuring charge  to  close  plants,  caus- 
ing a  net  loss  of  $158  million.  It  also 
cost  Walter  his  bonus. 

Now,  salesman  Walter  may  be  facing 
the  biggest  pitch  of  his  cai'eei'.  If  he  can't 


dispel  doubts  at  the  Mar.  3  m( 
about  his  ability  to  shake  up  the  at 
ganization,  the  cloud  over  the  cor 
will  only  darken.  "We'll  be  lookii 
an  energetic,  clear  presentation  bj 
ter  that  really  gets  people  jazzed 
the  business  and  the  opportunities. 
Comfort.  It's  showtime,  Mr.  Walte 
By  John  A.  Byrne  and  Cat} 
Arnst  in  Basking  Ridge,  N.  J., 
Ricliard  A.  Melcher  in  Chicax}0  ay 
reau  reports 


HOW  AT&T  LUCKED  INTO  A  WIRELESS  SECRET  WEAPON 


John  R.  Walter  is  determined  to 
wow  the  skeptics  who  think  at&t 
is  a  techno-has-been.  On  Feb.  25, 
the  phone  giant's  president  unveiled 
a  new  fixed  wireless  technology  that 
not  only  allows  customers  to  use  the 
same  phone  in  the  home  and  on  the 
road  but  also  promises  to  deliver 
high-speed  data  services  for  con- 
sumers. Most 
important,  it 
could  give  at&t 
a  jump  on 
long-distance  ri- 
vals in  forging 
local  hnks  to 
customers. 

If  the  system 
lives  up  to  the 
hype,  AT&T  can 
thank  the 
gods — for  it 
lucked  into  this 
technology.  It 
wasn't  the  fa- 
bled Bell  Labo- 
ratories that  cooked  up  the  scheme 
but  a  handful  of  engineers  working 
in  secrecy  in  Redmond,  Wash. 
THE  ANGEL  LOOP.  It  started  in  eariy 
1993.  Nicholas  Kauser,  chief  technolo- 
gist for  what  was  then  McCaw  Cellu- 
lar Communications  Inc.,  wanted  to 
design  a  fixed  wireless  system  that 
would  dehver  better  quahty  and 
faster  data  speeds  than  copper  hnes. 
He  asked  his  boss,  Craig  0.  McCaw, 
for  a  few  milhon  dollars  and  started 
Project  Dino,  named  for  the  Flint- 
stones'  pet  dinosaur 

All  was  going  well — until  August, 
1993,  when  at&t  made  a  $12  billion 
bid  to  buy  McCaw.  "We  didn't  want 
them  to  know  our  plans,  in  case  the 
deal  fell  through,"  says  Steven  W. 
Hooper,  now  president  of  at&t  Wire- 
less Services.  Not  until  after  the  deal 


was  closed,  in  September,  1994,  did 
McCaw  executives  reveal  Dino's  exis- 
tence. A  month  later,  the  top  brass 
in  Basking  Ridge,  N.J.,  dispatched  a 
team  of  Bell  Labs  scientists  to  fly 
out  to  Washington  and  vet  Kauser's 
work.  "They  went  through  the  whole 
scheme  looking  for  ways  to  kill  it, 
and  couldn't  find  any,"  boasts  Hooper. 


weren't  listed  in  the  at&t  director 
weren't  reachable  on  the  at&t  voi 
mail  system,  and  weren't  introduc 
to  anyone  in  Kirkland.  Only  a  doz 
people  throughout  at&t  got  the  to 
secret  clearance  needed  to  be  in 
Angel  loop. 

During  the  same  period,  at&t 
Wireless  Vice-Chairman  Wayne  M 
Pen'v  was  in 


LOOK  MA,  NO  WIRES  at&t  plans  to  sign  up  local 
callers  for  a  digital  fixed  wireless  system  that  will  send 
and  receive  voice  and  data  at  128  kilobits  per  second 


RECEIVER 

A  pizza-box-size  receiver  relays 
signals  to  devices  in  the  home 

That  convinced  AT&T  execs  that 
they  were  on  to  something  big — and 
it  made  them  redouble  efforts  to 
keep  it  secret.  First  step:  Kauser 
changed  the  code  name  to  Project 
Angel.  "I  just  got  back  from  a  vaca- 
tion in  the  Greek  Isles,  and  I  was 
feeling  pretty  angelic,"  he  says.  In 
December,  AT&T's  board  gave  the  go- 
ahead  for  AT&T  Wireless  to  bid  in 
the  Federal  Communications  Com- 
mission's auctions  of  wireless  spec- 
trum. Eventually,  it  spent  $2  billion 
for  licenses  covering  93%  of  the 
U.  S.  population. 

Kauser  and  team  continued  devel- 
oping the  technology  in  a  window- 
less,  signless  building  in  Redmond, 
two  miles  from  the  wireless  divi- 
sion's Kirkland  (Wash.)  headquarters. 
The  200  or  so  project  staffers 


TRANSMITTER 

Each  can 
handle  up 
to  20  homes 


Washington, 
ding  in  the  FC 
auctions.  AT&T 
said  publicly 
that  it  wantec 
fill  out  holes  i 
its  national  ce 
lar  network,  1 
most  of  the  c; 
pacity  was  rei 
being  assembl 
for  fixed  wire 
less.  Perry  sa; 
he  was  "com- 
pletely parani 
that  the  Bells 
would  figure  out  the  truth:  "They 
might  have  bought  up  hcenses  to 
block  us." 

Walter's  arrival  presented  anoth 
hurdle.  A  telecom  neophyte,  he  ha 
to  be  convinced  that  Angel  made 
sense.  "It  took  him  a  while  to  abs( 
the  strategic  sigTiificance,"  Perry 
says.  "Somebody  described  it  as 
drinking  water  fi'om  a  firehose." 

Once  Walter  got  it,  he  was  a  coi 
vert.  "Residential  communication 
may  never  be  the  same  again,"  he 
crowed  when  he  unveiled  the 
scheme.  The  setup,  which  will  be 
tested  in  Chicago  shortly,  is  still 
nearly  two  years  from  a  commerci 
rollout.  But  for  the  moment,  it  loci 
like  this  angel  got  its  wings. 

By  Catherine  Arnst  in  New  Yor 
urith  Amy  Barrett  in  Washington 
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Building  a  Website  for 
your  business  is  easily 
within  your  reach. 

Establish  your  presence  on  tlie  Web  with 
the  help  of  Lotus  Domino,  powered  by 
Notes,  h  lets  you  easily  set  up  an  interac- 
tive Web  server.  So  your  customers  and 
employees  can  use  the  Web  to  communi- 
cate and  collaborate  anytime,  anywhere. 


IHM 

Sofht'nre 

solution 
No.  3 
of  a  series 


Use  Internet  commerce 
to  boost  your  sales  and 
customer  base. 

Selling  your  products  on  the  Web  exposes 
your  company  to  miUions  of  new  prospects. 
And  risks.  IBM  Software  Servers  help  you 
reduce  tbose  risks.  They  provide  a  secure 
enviromnent  for  processing  confidential  infor- 
mation such  as  invoices  and  credit  cards. 


Ancdyze  data  so  deeply 
youre  able  to  conquer 
neii)  ground. 

Transform  piles  of  data  into  nuggets  of  vital 
customer  information  to  help  you  make 
smarter,  quicker  decisions.  For  instance, 
access  a  data  warehouse  from  the  Web 
or  your  company's  intranet  with  our  DB2 
Database  Server.  It's  completely  scalable 
and  runs  on  Windows  NT,*  08/2"  and  AIX? 


Call  I  «H8  200-5671. 
Priority  (jode 
ZXI'6F.0I4 


Vi>il  us  on  (he  Web  al 
H  ww.softuare.ibin. 
com/info/snl/ 


Ifs  easier  to  solve 
your  business  problems 
when  youve  got 
a  number  of  options. 

Taking  advantage  of  the  Internet  is  one  of  the 
smartest  options  you  have.  To  find  out  why, 
simply  call  or  visit  our  Website  for  a  free 
copy  of  A  Guide  to  Business  on  the  Internet. 
IBM  and  their  Business  Partners  can  talve  you 
beyond  the  Net  to  help  you  create  a  more 
competitive  and  flexible  business  environment. 


Solutions  lor  a  small  planet" 
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WASHINGTON 


WHY  THE  GOP  LOVES 
TO  HATE  BOB  RUBIN 


1040 


The  Treasury  Secretary 
has  emerged  as  the 
most  powerful  player 
in  the  Clinton  Cabinet 

When  President  Clinton  jour- 
neyed to  Capitol  Hill  on  Feb. 
11  for  a  budget  summit,  his 
Republican  hosts  counted  the 
chairs  with  special  care.  "We  made  siu-e 
there  were  only  the  exact  number  at 
the  table"  for  Clinton,  Vice-President  Al 
Gore,  and  congi-essional  leaders,  smiite  a 
GOP  aide.  The  target  of  the  snub:  Ti-ea- 
sury  Secretary  Robert  E.  Rubin,  who 
was  forced  to  sit  with  lowly  staffers. 
The  missing-chair  stunt  was  a  symbol 
of  frustration  with  Rubin,  whom  Re- 
publicans view  increasingly  as  the  chief 
hui'dle  to  a  host  of  COP  priorities — from 
the  balanced-budget  amendment  to  a 
broad  capital-gains  tax  cut. 

No  matter  Wherever  he  sits,  Rubin, 
58,  has  a  power  aura  that  comes  fi'om 
being  first  among  equals  in  the  Cabinet 
and  top  dog  on  the  Pi'esident's  economic 
team.  The  millionab-e  investment  banker, 
an  influential  playei-  ft-om  the  stait  of 
the  Administration,  has  more  clout  than 
ever  in  the  second  term.  A  key  reason: 
Poweiful  advisers  such  as  Chief  of  Staff 
Leon  E.  Panetta  and  political  aide 
George  R.  Stephanopoulos  are  gone  and 
officials  with  close  ties  to  Rubin 
are  now  in  key  policy  posts. 
"There's  no  doubt  that  Bob 
reigns  supreme,"  obsei'ves  one 
senior  Administration  official. 

Case  in  point:  Rubin's  i-ole 
in  blunting  the  cop  drive  for  a 
balanced-budget  amendment. 
The  measure,  which  once 
looked  like  it  might  pass  both 
houses,  now  faces  an  uphill 
struggle,  largely  because  the 
Tr-easury  chief  stiffened  Clin- 
ton's resistance.  Last  Novem- 
ber the  President  gave  Senate 
Majority  Leader  Ti'ent  Lott  (R- 
Miss.)  the  impression  that  he 
could  live  with  the  amendment 


if  it  included  more  spending  flexibility 
during  recessions.  But  Rubin  scuttled 
that,  arguing  that  the  amendment  could 
force  a  cutoff  of  Social  Security  checks. 
Furious,  Lott  blasted  Rubin's  views  as 
the  "hy.sterical"  hectoring  of  a  "Chicken 
Little." 

That  flap  could  be  a  mere  skirmish 
compai'ed  with  the  protracted  battle 
looming  over  an  agi-eement  to  balance 
the  budget  by  2002.  The  key  to  sealing 
the  deal  may  be  a  significant  capital- 
gains  tax  cut:  Republicans  are  intent  on 
enacting  an  across-the-boai"d  reduction  in 
the  current  28%  top  rate.  But  despite 
his  former  role  as  co-chair  of  Goldman, 
Sachs  &  Co.,  Rubin  blasts  that  idea  as  a 
needless  giveaway  that  won't  boost 
gi'owlh  (page  34).  "Are  you  getting  an 
economic  effect  that's  worth  the  cost?" 
Rubin  asks.  "My  answer  is  no." 
SIDESTEPPING  RUBIN.  Rei3ublicans  have 
picked  up  some  Democratic  support  for  a 
broadei"  capital-gains  tax  cut.  And  with 
Clinton's  history  of  wobbling  all  over  on 
the  subject,  gop  leaders  are  convinced 
that  they  could  sell  him — if  they  can 
sidestep  Rubin.  "If  we  can  get  the  staff 
and  Secretaiy  out  of  the  way,"  Lott  said 
on  Feb.  12,  "maybe  we  [will]  have  some- 
thing to  agi'ee  about." 

But  Republicans  would  be  wi'ong  to 
figru'e  that  by  going  around  Rubin  they 
could  easily  find  a  sympathetic  ear  in 
the  Administration.  "It  would  be  a  big 
mistake  to  assume  Bob's  a  sole  actor," 


RUBIN  INC- 
THE  BALANCE 
SHEET 

A  moderate  on  economic 
policy  and  a  liberal  on  social 
issues,  Rubin  is  a  strong  cen- 
trist force  in  the  Administra- 
tion. He  "reigns  supreme" — 
with  allies  like  Bowles  and 
Budget  Director  Raines. 


says  a  former 
White  House  ad- 
viser Rubin  has 
key  allies  in  the 
new  Chief  of  Staff, 
Erskine  B.  Bowles, 
and  Budget  Dii-ector 
Franklin  D.  Raines.  Though 
foiTner  investment  bankers 
themselves,  they  shai'e 
Rubin's  dislike  for  a 
costly  capital-gains 
cut. 

Rubin  may  even- 
tually agree  to  a 
rate  cut  that  gives 
richer  rewards  to  in- 
vestor who  hold  as- 
sets longer.  But  he's 
not  yet  tipping  his 
hand.  "Bob  is  used  to  ruthless  ne- 
gotiating on  Wall  Street,"  says  a 
advisei'.  "It's  not  time  to  reveal  his 
tom  line."  For  now,  he's  pushing 
ton's  modest  proposal  to  provide  ca; 
gains  relief  for  home  sellers. 

Republicans  can  attest  to  Rubi 
fectiveness.  The  Secretary  first 
trouble  with  conservative  GOP  le 
when  he  engineered  an  end  run 
Congi'ess  to  bail  out  Mexico  durin 
1995  peso  crisis.  He  angered  Re 
cans  again  during  last  winter's  b 
standoff  by  using  creative  account 
prevent  a  default  on  Ti'easury 
ties.  That  defanged  the  gop  strate 


ASSETS 


THE  STATURE  THING  Rubin  is  first  among  equal 
Cabinet.  He  dazzled  Clinton  in  1993  by  correctly 
that  a  deficit  cut  would  produce  a  bonanza  in  the 
lower  interest  rates.  He's  been  golden  ever  since. 

BULLISH  ON  BUSINESS  Wall  Streeter  Rubin  has 
moderate  economic  policies,  pushing  free  trade, 
mg  Clinton  to  reappoint  Alan  Greenspan  as  Fed  cl 
and  muting  antibusiness  rhetoric  by  Administratio 

DOLLAR  DIPLOMAT  His  strong-dollar  campaign 
so  successful  that  he  now  is  having  trouble  cappii 
dollar's  rise.  He  helped  push  through  the  successi 
Mexico  bailout  of  1995. 
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NEMESIS 


Republicans  are 
chafing  under  his 
opposition  to  a 
balanced-budget 
amendment  and  a 
capital-gains 
tax  cut 


forcing  Clinton  to 
buy  theii"  budget  cuts 
and  set  some  gop  fi'esh- 
men  muttering  about  im- 
peaching Rubin. 
It's  not  just  Rubin's  tactics 
that  conservatives  object  to. 
They  hate  liis  pohtics,  too.  Ru- 
bin wants  to  spend  more  to 
fight  ui'ban  poverty  and  op- 
poses plans  to  overhaul  the 
tax  code.  Rubin,  says  House 
Majority  Leader  Richard  K. 
Ai-mey  (R-Tex.),  "is  more  liberal 
than  I'd  expect  a  Ti-easiuy  Secre- 
tary to  be." 

While  Rubin's  maneuvering 
may  cause  heartburn  among  gop 
leaders,  financial  markets  ap- 
plaud the  moderation  he  brings 
to  the  Administration's  eco- 
nomic policies.  "Wall  Street 
finds  Rubin  reassuring,"  says  a 
lobbyist  for  a  major  brokerage 
house.  "He's  the  only  adult  in  the 
Administration." 
That  view  is  echoed  by  Hill  Dem- 
ocrats, even  though  some  think  his 
approach  too  fi'ee-market.  One  ex- 


LIABILITIES 


THE  VISION  THING  Rather  than  attempt  bold  reform  of 
the  tax  code  and  entitlement  programs,  Rubin  favors 
small-scale  tinkering  and  rarely  proposes  major  innovative 
policies. 

DEFICIT  DOVE  Rubin,  a  Keynesian,  pays  lip  service  to  the 
goal  of  a  balanced  budget  by  2002  but  privately  has 
scorned  the  idea.  Republicans  smell  a  rat  in  his  budget 
plan,  which  defers  politically  difficult  cuts  for  three  years. 

SOFT  SPOKESMAN  Introverted  and  camera-shy,  Rubin 
has  not  always  been  a  forceful  public  advocate  for  Adminis 
tration  economic  policies.  Nor  has  he  cut  a  big  swath 
among  the  Group  of  Seven  finance  ministers. 


ample:  In  March,  Rubin  is  expected-  to 
issue  a  report  ui'ging  the  end  of  De- 
pression-era cui'bs  on  banks.  That  would 
permit,  for  example,  Merrill  Lynch  & 
Co.  and  Citicorp  Inc.  to  merge.  Even 
liberals  who  decry  such  deregulation 
admire  Rubin's  clout.  Says  one  Demo- 
cratic Senate  staffer:  "Just  like  papal 
infallibility,  there's  Rubin  infallibility  in 
the  Administration." 

Well,  not  i-eally.  He  has  had  his  share 
of  setbacks.  In  1993,  as  Wliite  House 
economic  counselor,  he  couldn't  derail 
Hillary  Rodham  Clinton's  health-care 
plan.  And  in  crafting  Chnton's  reelec- 
tion agenda,  jjolitical  advisers  overrode 
Rubin's  objections  to  a  2002  balanced- 
budget  deadline,  capping  welfare  bene- 
fits, and  proposing  tax  breaks  for  tu- 
ition and  home  sales. 
WINNING  STREAK.  But  on  most  major 
issues,  Rubin  has  prevailed.  In  1993,  he 
squelched  a  big  stimulus  plan  in  favor  of 
deficit  reduction.  He  has  stifled  Fed- 
bashing  by  Clinton  aides,  shepherded 
the  dollar's  rise  ft-om  historic  lows,  and 
pushed  to  nonnalize  trade  relations  with 
China. 

Now,  he's  likely  to  extend  his  win- 
ning streak — in  part  because  Rubin  peo- 
ple are  everywhere.  Former  aide  de 
camp  Sylvia  M.  Mathews  is  now  White 
House  deputy  chief  of  staff.  Another 
protege,  Eugene  Sperling,  heads  the  Na- 
tional Economic  Council.  Deputy  Ti'ea- 
sury  Secretary  Lawi'ence  H.  Summers 
has  de  facto  control  of  all  international 
economic  issues.  And  Rubin  plucked 
Janet  L.  Yellen  from  the  Federal  Re- 
serve to  chair  the  Council  of  Economic 
Advisers. 

Rubin's  team  is  gearing  up  for  fights 
on  several  major  issues.  He  wants  to 
stop  efforts  to  invest  Social  Security 
surpluses  in  the  stock  market.  And  ad- 
ministration sources  say  Rubin  will  seek 
to  defuse  the  explosive  issue  of  Hmiting 
cost-of-hving  increases.  He  rejects  the 
claim  that  the  Consumer 
Price  Index  overstates 
inflation  by  1.1  percent- 
age points,  but  may  set- 
tle for  a  0.5-point  COLA 
trim  for  Social  Security 
and  taxes.  To  head  off 
GOP  attacks  on  the  In- 
ternal Revenue  Service, 
Rubin  is  looking  for  a 
new  commissioner  with 
the  managerial  savvy  to 
restore  order  at  the 
chaotic  agency. 

The  IRS  mess  could 
give  Republicans  a  way 
to  get  at  Rubin.  Angiy 
GOP  leaders  hope  to  tar 
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the  Ti"easury  chief  with  the  agency's 
chronic  disari-ay.  And  they  plan  to  em- 
ban-ass  Rubin  by  pointing  out  that  he 
and  his  top  bank  regulatoi'  attended  one 
of  the  infamous  fimd-raising  coffees  at 
the  heart  of  Donorgate. 

f^or  now,  Rubin  is  not  wonying  about 
the  partisan  shots.  He's  too  busy  try- 


ing to  get  Clinton  and  Congress  to  cut  a 
budget  deal  this  fall.  "In  the  final  analy- 
sis," he  predicts  serenely,  "an  agi'eement 
will  be  reached."  A  bipartisan  glow  may 
ensue,  and  Republicans  might  shed  some 
of  their-  resentment  of  the  Tr-easuiy  Sec- 
retary. And  who 
knows?  If  dealmaker 


Rubin  sweetens  the  pot  with  a  broi 
capital-gains  cut.  Republicans  might  ev| 
leam  to  like  him — a  bit. 

By  Owen  Ullniann  and  Mike  h 
Namee,  with  Richard  S.  Dunham  a 
Amy  Bonus,  in  Washingtori  t 


A  TALK  WITH 
ROBERT  RUBIN 

Treasury  Secretary  Robert  E.  Ru- 
bin is  ready  to  talk.  How  do  we 
know?  He  has  folded  his  slender 
frame  into  a  chair  and  has  kicked 
off  his  penny  loafers — a  Rubin 
trademark.  In  a  wide-ranging  inter- 
view with  BUSINESS  WEEK  Washing- 
ton  Bureau  Chief  Lee  Walczak  and 
other  editors  on  Feb.  2U,  the  Trea- 
sury chief  soujided  off  on  the  bal- 
anced budget,  taxes,  and  the 
economy . . . 

Q:  Republicans  have  problems  with 
your  new  budget.  They  say  the  enti- 
tlement reforms  are  too  timid,  there's 
too  much  new  spending,  and  the  big 
cuts  171  the  plan's  final  two  years  are 
unrealistic.  Your  response? 
A:  They're  wrong. 

Q:  Does  that  hold  for  analysts  at 
your  old  firm,  Goldman  Sachs,  who 
have  reached  the  same  conclusion  iii 
a  new  report? 


are  in  the  last  two 
years.  That's  an 
achievable  objective 
if  you're  willing 
to  make  tough 
decisions. 

Q:  You've  said  that 
there's  nothing  mag- 
ical about  balanc- 
ing tlie  budget  by  a 
fixed  date. . . 
A:  ...  I  don't  think 
I  said  that.  I  actual- 
ly think  there's  a  lot  to  be  said  for  a 
balanced  budget. 

Q:  Do  you  say  that  for  economic 
reasons,  or  because  of  market 
expectations? 

A:  They  become  the  same  thing.  Bal- 
ance has  taken  on  enormous  symbolic 
importance.  Remember,  for  this 
strategy  to  work,  you  have  to  have 
markets  respect  what  you're  doing 
on  the  fiscal  side  and  provide  you 
with  lower  interest  rates. 

Q:  Why  do  you  oppose  gop  calls  for 
a  broad  capital-gains  tax  cut? 
A:  Most  economists  feel  a  capital- 


44  A  capital-gains  cut  would  have  little 
effect  on  savings,  and  little  effect  on  growth 
. . .  our  priority  is  to  balance  the  budget  If  ^ 


A:  I  haven't  read  the  report,  but  if 
that's  a  summary  of  it,  yeah.  It's 
very  much  like  '93.  We  put  in  place 
an  economic  plan,  and  people  said  it 
wasn't  going  to  work,  it  would  pro- 
duce a  recession.  We  said  it  would 
work.  And  it  did.  We've  taken  exact- 
ly the  same  approach  to  the  fiscal  '98 
budget. 

Q:  Is  it  credible  to  project  $200  bil- 
lion in  dnm,estic  spending  cuts  in  the 
plan's  last  two  years? 
A:  You  have  roughly  $3.50  billion  in 
savings  and  .$100  billion  in  tax  cuts. 
About  60%  to  70%  of  the  savings 


gains  cut  would  have  little  effect  on 
savings  and  therefore  little  effect  on 
gi'owth. 

Q:  Critics  consider  you  an  obstacle 
to  tax  reform.  Wliy  oppose  a  funda- 
mental overhaul  ? 

A:  Right  now,  our  priority  is  to  bal- 
ance the  budget.  Structural  tax  re- 
form is  enormously  complicated  and 
needs  to  be  thought  through.  Most 
people  who  advocate  it  haven't  gone 
thr-ough  that  process. 

Q:  Was  Fed  Chairman  Alan 
Greenspan  right  when  he  worried 


publicly  [in  December]  about  an 
overheated  stock  market? 
A:  I  think  the  general  outlook  is  fa- 
vorable for  continued  growth  and 
low  inflation.  As  for  the  stock  mar- 
ket, that  is  a  question  of  how  you 
think  your  valuation  relates  to  the 
outlook  for  growth.  I  interpret 
Greenspan's  comment  as  a  sugges- 
tion that  people  take  into  account 
the  full  range  of  possible  outcomes, 
and  properly  weigh  rewards  and 
I'isks. 


Q:  Have  structural  changes — the 
end  of  the  cold  war,  globalization, 
and  the  shift  to  an  information 
economy — lessened  the  risk  of 
recessions? 

A:  We  don't  see  any  signs  of  serioui 
slowdown.  But  I  don't  think  any- 
body's repealed  the  business  cycle. 
There  has  been  a  set  of  changes, 
from  globalization  to  technology  to 
businesses  learning  to  use  technoloj 
better.  Also,  the  American  private 
sector  has  gotten  itself  into  much 
better  competitive  shape. 

Q:  A  disturbing  aspect  of  the  Dono 
gate  .scandal  is  the  coziness  betweei 
big  doyiors  and  Clinton  policymak- 
ers. Does  this  concern  you? 
A:  I  don't  accept  your  point  about 
"coziness."  In  my  meetings  with  pe 
pie  at  fund-raisers,  the  only  thing  J 
do  is  get  input.  The  key  is  to  make 
decisions  based  on  the  merits. 


For  an  expanded  transcript  of  this  Q&A 
Business  Week  Online  at  www.businessweek.i 
or  America  Online,  keyword:  BW. 
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1ARKET 


rSE  THE  DOW 

.Y  LOOKS  DANGEROUS 

yardsticks  indicate  that  the  bull  still  has  room  to  run 


he  stratospheric  heights  of  the 
S.  stock  market  reflect  a  new 
I — or  simply  new  levels  of  ura- 
Kuberance?  That  was  the  question 
nto  the  financial  markets  by  Fed- 
serve  Chairman  Alan  Greenspan 
!stimony  before  the  Senate  Bank- 
nmittee  on  Feb.  26.  The  markets 
ited  his  comments  as  debunking 
V  that  the  economy  had  entered  a 
ible  euphoric  high,  fueled  by  low 
1,  strong  corporate  profits,  and 
oductivity.  The 
ndustrials  re-  ALL  CLEAR? 

i  by  plunging  "We  have 
las  122  points  ahead  of  US  a 

:losmg  dovm  55  , 

to  6,983,  and  very  long 

year  Treasury  period  of 

yield  jumped  additional 

36%  to  6.78%.  .  , 

•eenspan's  skep-  eCOnomiC  and 
merited?  Per-  profit  growth" 
ut  a  chorus  of 

reet  strategists  argue  that  many 
lied-and-true  yardsticks  of  value 
longer  valid.  By  their  new  math, 
iren't  wdldly  overvalued  or  head- 
i  huge  fall.  The  market  may  not 
)  its  recent  torrid  pace,  but  the 
y  the  trend  will  still  be  upward — 
ng  the  Dow  Jones  industrial  av- 
md  the  Standard  &  Poor's  500- 
idex  10%  higher  in  1997. 
<IG.  The  case  for  this  "new  era" 
!  rests  on  changes  in  the  U.  S. 
ly  that  have  made  companies 
fficient.  "Cyclical  inflation  has 
sarmed  by  the  intensified  com- 
that  has  become  a  way  of  life 
porate  America,"  says  Piudential 
ies  Inc.  chief  investment  strate- 
3g  A.  Smith.  The  rise  of  the  in- 
3n  economy  and  sharper  global 
tion  take  "a  lot  of  the  sting  out" 
late  stages  of  a  business  cycle, 
sing  prices  and  inflation  are  ex- 
he  says.  If  the  economy  doesn't 
.'ks  from  a  sudden  rise  in  food  or 
prices.  Smith  says  inflation  could 
1%  this  year.  And  that,  he  pre- 
luld  lead  to  a  7500  Dow  in  1997. 
)er  buU  is  Goldman,  Sachs  &  Co.'s 
guru,  Abby  Joseph  Cohen.  Low- 
ion  expectations,  she  ai'gues,  are 
ig  out  the  business  cycle  by  re- 
j  consumer  spending  and  keeping 
inventories  lean.  Cohen  recently 
clients  that  stocks  may  stay  in  a 


trading  range  for  a  while.  But,  she  says, 
"that  doesn't  mean  we've  changed  our 
bullish  view.  The  fundamentals  are  still 
veiy  strong  in  the  U.  S.  We  have  ahead 
of  us  a  veiy  long-lasting  period  of  addi- 
tional economic  and  profit  growth." 

It  doesn't  necessarily  require  new 
math  to  justify  cuirent  market  valua- 
tions. Jeffrey  M.  Applegate,  Lehman 
Brothers  Inc.'s  chief  investment  strate- 
gist, looks  back  to  the  buU  market  of  the 
early  1960s.  From  1961  to  1965,  the 


Of  course,  believing  that  "this  time 
it's  different"  has  undone  investors  in 
the  past.  But  Peter  J.  Canelo,  chief  in- 
vestment strategist  at  Dean  Witter 
Reynolds  Inc.,  notes  that  an  unusual 
set  of  factors  are  converging:  "A  good 
economy,  inflation  nowhere  to  be  seen, 
earnings  coming  in  better  than  people 
expected,  a  very  strong  U.  S.  dollar 
helping  to  keep  inflation  down  and  bring 
money  into  our  markets."  Factor  in  a 
likely  capital-gains  tax  cut  and,  he  con- 
cludes, the  Dow  has  not  reached  a  level 
that  signals  a  major  connection. 

Even  gi'owling  bears  can't  predict  a 
top.  "Assuming  we're  in  a  new  era  and 
don't  know  when  it  will  end,  you've 
moved  so  far  past  any  gauges  useful  in 
measuring  it  that  we  can't  predict  an 
upside  target,"  says  Andrew  Engel,  se- 
nior reseai'ch  analyst  at  Leuthold  Group 
in  Minneapolis.  Still,  En.u'el  says  he  can 
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"trailing"  consumer  price  index — the  CPi 
measured  for  the  previous  12  months — 
averaged  1.3%,  and  the  trailing  p-e  on 
the  s&p  500  stayed  above  18,  save  for  a 
short  correction  in  1962.  And  from  July, 
1962,  to  January,  1966,  the  S&P  500  index 
rose  90%.  The  situation  is  simflar  today, 
vrith  the  trailing  CPi  at  3.3%  and  the  .s&p 
500  p-e  multiple  at  19.6.  The  lesson,  says 
Applegate:  "The  mai'ket  appeai-s  to  have 
gotten  ahead  of  itself,  but  not  wildly  so." 
He  thinks  the  s&p  500  could  end  1997  up 
17%  to  20%. 


'OPERATING  EARNINGS  PER  SHARE  ARE  USED  TO 
CALCUUTE  P-E  RATIOS  BEGINNING  IN  1985  01 


envision  a  slide  of  30%  to  40%)  this  year. 

If  the  old  rules  don't  apply  any- 
more, can  we  forget  the  old  saw  that 
zit's  foolish  to  fight  the  Fed? 
Greenspan's  threat  of  a  possible  "pre- 
emptive" rate  hike  to  safeguard  against 
inflation  is  sure  to  ratchet  up  interest- 
rate  jitters.  But  even  if  rates  do  go  up, 
"it's  just  not  true  that  rising  rates  nec- 
essarily kill  off  a  stock  market,"  insists 
Canelo.  The  question  now:  Is  that  wish- 
ful thinking?  Or  a  new  era  dawning? 
By  Suzanne  Woolley  in  New  York 
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News:  Analysis  &  Commentary 


WORKPLACE 


CALLING 
ALL  NERDS 

U.S.  companies  are  fighting  a  fierce 
bidding  war  for  high-tech  talent 


John  Gerdelman,  president  of  MCi 
Communications  Corp.'s  net- 
workMCi  Services  Div.  in  Wash- 
ington, is  accustomed  to  high-tech 
raids.  Every  year,  he  shepherds  about 
40  computer  tenderfeet  tlii'ough  his  di- 
vision's six-month  training  regime  at  a 
cost  of  $50,000  per  pupil.  No  one  both- 
ers the  recinits  much  while  they're  in 
MCI  classrooms  in  Colorado  Springs  and 
elsewhere,  he  says.  But  once  the  train- 
ing is  done,  other  companies  starved 
for  high-tech  talent  iush  to  lure  away 
the  newly  minted  techies  with  big  con- 
tracts. Attrition?  "If  half  of  them  are 
here  two  years  fi'om  now.  we'll  be  veiy 
excited,"  Gerdelman  says. 

Gerdelman's  travails  are  just 
one  sign  that  America's  comput- 
er revolution  could  soon  be  sput- 
teiing  on  a  near-empty  tank  of 
knowhow.  As  U.  S.  companies 
race  to  revamp  their  vast  com- 
puter networks,  log  on  to  the  In- 
ternet, and  tiy  to  avoid  a  digital 
debacle  before  the  year  2000 
throws  off  their  computers, 
they're  sopping  up  talent — and 
still  coming  up  short.  A  new 
study  by  the  Information  Tech- 
nology Association  of  America 
(ITAA)"  estimates  that  190,000  info- 
tech  jobs  stand  vacant  in  U.  S. 
companies — half  in  the  infoiTna- 
tion  industry.  And  the  crunch 
may  get  worse  as  U.  S.  universi- 
ties produce  historically  low  num- 
bers of  computer  scientists. 

The  result?  A  bidding  war 
for  digital  talent  that  could  eat 
into  corporate  earnings  and 
stunt  growth.  One  example: 
Maynard  Webb,  chief  informa- 


tion officer  at  Bay  Networks  Inc.,  a  Sil- 
icon Valley  communications  company, 
just  lost  a  five-yeai"  progi-ammer  making 
$80,000  to  a  consultancy  offering  two 
years  guaranteed  at  $300,000  per  year. 
FINDER'S  FEES.  There's  scant  sign  that 
the  bidding  will  cool  off,  either.  Even  as 
consultants  stream  in  ft'om  Ireland  and 
South  Africa,  and  digital  job  shops  in 
India  work  extra  shifts,  demand  far  out- 
strips supply.  In  the  itaa  survey,  fully 
four-fifths  of  the  high-tech  companies 
hope  to  hire  more  computer  experts. 

The  shortage  is  more  than  a  costly 
annoyance.  In  the  itaa  study,  two-thiixls 
of  the  tech  companies  surveyed  cited 

THE  SKILLS  CRUNCH 

The  number  of  college  students  earning  a  BS  in 
computer  science  has  fallen  43%  in  the  past  decade. 
But  demand  for  programmers  is  soaring  because: 


ENTERPRISE-WIDE  SYSTEMS 


Companies  worldwide  spent  an  estimated  $42.5 
billion  in  1996  to  link  computers  so  that  managers 
can  monitor  inventories  and  finances  in  real  time. 


THE  INTERNET' 


The  Net  has  dramatically  hiked  demand  for  techies 
An  estimated  760,000  people  are  working  for  Net- 
related  companies  alone.  Corporations  are  scouring 
the  want  ads  for  programmers  to  run  intranets. 


THE  YEAR  2000 


Thousands  of  business  programs — for  issuing  pay 
checks,  calculating  life-insurance  premiums,  you 
name  it — are  not  set  up  to  work  with  dates  after 
1999.  So  companies  are  rushing  to  reprogram  com- 
puters to  avoid  a  massive  crash.  The  cost:  as  high  as 
$600  billion  in  the  U.S.  alone. 


the  shortage  as  the  gi-eatest  barric 
gi'owlh  for  their  companies.  That  1 
pinch  was  mentioned  as  a  hurdle  t 
as  often  as  the  state  of  the  econi)ii 
And  it's  not  just  hurting  techin 
companies.  At  times,  says  Fredei  n 
Matteson,  senior  ^^ce-president  foi' 
nology  at  Charles  Schwab  Coip.. 
unable  to  respond  to  business  neo 
quickly  as  we'd  like  because  wi 
get  people  on  fast  enough."  In  Oct 
Schwab  began  paying  employe 
$3,000  finder's  fee  for  referrals  to 
nology  applicants. 

How  has  that  great  labor-savi 
vice,  the  computer,  managed  to  sjui 
worker  shortage?  Fu'st,  tl 
the  Internet.  Accordini 
study  commissioned  by  th' 
al  Internet  Project,  an 
ton  (Va.)-based  Internet  iin 
gi'oup,  760,000  techies  ar( 
working  at  Net-related  C' 
nies — up  fi'om  \iilually  noi 
years  ago.  Some  are  ru 
startups.  Many  are  signii 
with  outfits  such  as  Mic 
Corp.  and  America  Onliin 
which  are  continuously  i 
ing  their-  onhne  offerings. 

At  the  same  time,  conipi 
pressiu'e  is  pushing  all  kii 
businesses  to  get  more  eft 
They're  using  computer  net 
to  forge  direct  links  to  suj 
and  customers  and  stringi 
gether  operations  into  cu 
systems  so  that  finance  ma 
in  Cincinnati,  say,  can  che 
inventories  in  Milan  or  s;  ■ 
Singapore.  Such  "enteipris  ' 
applications"  gobbled  upoi 
$42.5  billion  worldwide  in  H 
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pending  last  year  and  fueled  ex- 
>  gi'owth  in  consulting. 

Big  SLx  consulting  finns  and  hun- 
of  boutiques  ai-e  doling  out  sLx-fig- 
ilaries  for  technicians.  The  most 

are  programmers  who  are  adept 
erprise  progi'ams,  such  as  soft- 
)y  GeiTnan's  sap  or  its  U.  S.  livals, 

Coip.  and  PeopleSoft  Inc.  "We're 
ig  at  100%,"  says  Karl  Newkirk, 
maging  partner  at  Andersen  Con- 
;  who  heads  the  enterprise  appli- 
;  unit. 

porations  and  consulting  firms  ai'e 
ing  millions  on  recruiting — and 
l  one  another.  "My  team  is  getting 
:ed  like  crazy,"  gi'ipes  Bay  Net- 
Webb.  To  protect  against  preda- 
ompaiiies  are  showering  computer 
,s  with  stock  options  and  promis- 
em  continued  training — vital  in 
ower  industries.  Last  year,  pay 
fo-tech  workers  rose  by  12%  to 
iccording  to  consultants  William 
rcer  Inc.  Average  annual  pay  for 
ire  architects,  who  design  com- 
ystems,  hit  $85,000. 
his  market,  even  digital  dinosaurs 
pping  out  of  the  tar  pits.  Experts 
iframe  computer,  whose  prospects 
sen  dimming  with  the  advent  of 
St  client-server  networks,  are  now 
demand.  The  reason:  At  the  tum 
i9,  thousands  of  computers  that 
jcognize  two-digit  yeai's  will  go  on 
tz — unless  they're  replaced  or  re- 
mmed  to  read  the  yeai"  2000.  Corn- 
that  aren't  ready  to  ditch  the  old 
IS — often  the  ones  that  still  run 
1  functions,  such  as  accounting — 
ing  scores  of  mainfi-ame  exjjeits  to 
e  millions  of  lines  of  code  in  the 
itique  COBOL  language. 
MARKS.  The  cost  of  rewiiting  the 
systems  for  2000  and  testing 
a  mind-boggling  $600  billion,  re- 
iartner  Group  (page  98).  Ah-eady, 
•ame  experts  are  landing  hefty 
:s.  "A  year  ago,  you  could  find 
experts  in  D.  C,"  says  MCi's 
Iman.  "Now,  they're  getting 
d  up." 

only  cool  zone  in  this  hot  market, 
enough,  is  at  U.  S.  universities, 
graduate  degj'ees  earned  in  com- 
science  dipped  43%  fi-om  1986  to 
That's  partly  because  of  a  glut  of 
mmers  in  the  mid-1980s  and  pait- 
to  American  students'  well-docu- 
1  aversion  to  math.  Also,  students 
that  computer-science  curricula 
sufficiently  market-oriented.  The 
ialaiies  in  the  market  should  per- 
students  not  to  wony — but  prob- 
ot  in  time  to  give  industry  the 
lift  of  high-tech  workers  it  needs. 
Stephen  Baker  in  Pittsburgh  and 
^amtt  in  Washington,  with  Linda 
itein  in  Sa7i  Francisco 


LABOR 


THIS  UNION  SUIT 
COULD  REALLY  SCRATCH 

Class  actions  against  Albertson's  test  a  new  tactic 


In  1992,  after  15  years  as  a  checkout 
clerk,  Patricia  A.  Jones  jumped  when 
her  employer,  Albertson's  Inc.,  of- 
fered her  a  "promotion"  to  customer- 
service  supervisor.  Ti-ue,  the  job  paid 
the  same,  and  she  still  had  to  check 
gi'oceries  at  her  Diamond  Heights  store, 
near  Los  Angeles.  But  Jones  would 
have  a  chance  to  gain  valuable  experi- 
ence in  tasks  such  as  employee  training. 

It  soon  became  clear,  however,  that 
Albertson's  expected  her  to  do  the  extra 
work  after  hoiu's — without  pay.  For  the 
next  foiu"  years  she  worked  four  or  five 
extra  houi's  per  week  for  free.  "I  asked 


about  it  all  the  time,  and  they  just  said 
I  had  to  work  it  out,"  says  Jones,  who 
returned  to  checking  last  year. 

Jones  is  a  union  steward  in  the  Unit- 
ed Food  &  Commercial  Workere  (UFCW), 
which  in  recent  months  launched  a  spate 
of  class  actions  against  Albertson's  after 
I'ealizing  how  widespread  her  problem 
had  become.  The  lawsuits  allege  that 
the  Boise-based  chain  systematically  re- 
quh-es  employees  to  work  "off-the-clock," 
vdthout  pay.  The  union's  suits  face  a 
key  hui'dle  within  weeks,  when  a  San 
Francisco  judge  is  due  to  rule  on 
whether  they  can  proceed.  If  they  do  go 
forward,  as  expected,  Albertson's  ulti- 
mately could  be  liable  for  some  $200 
million  in  back  pay  and  damages.  It  also 
could  face  work-nile  changes  that  might 
shave  its  6%  profit  mai'gins,  which  stand 
out  in  an  industry  of  3%  to  5%  retui'ns. 

The  suits  are  a  test  of  a  powerful 
new  weapon  for  imions.  In  recent  years. 


the  UFCW  has  gathered  worker  claims  of 
labor-law  violations  and  foi-warded  them 
to  private  lawyers  and  government 
agencies.  This  led  to  a  record  $16  milhon 
fine  against  Food  Lion  Inc.  in  1993  and 
to  an  $81  million  legal  settlement  in 
January  by  Pubhx  Super  Markets  Inc. 
At  Albertson's,  however,  the  union  has 
hired  its  ovm  class-action  lawyers  and  is 
lomning  the  suit  itself.  If  the  strategy 
works,  the  UFCW  may  retain  a  staff  of 
lawyers  to  bring  similar  suits  in  the  fu- 
ture, says  UFCW  President  Douglas  H. 
Dority.  In  effect,  the  union  is  enforcing 
federal  labor  law  on  its  own — rather 
than  relying  on  government 
agencies  to  do  so. 
GRIEVANCES.  The  UFCW 
claims  that  off-the-clock  work 
is  widespread  among  Albeit- 
son's  85,000  employees,  about 
40%  of  whom  are  union 
members.  The  union  says  it 
has  received  more  than  4,500 
complaints  and  has  substan- 
tiated 2,000  so  far.  An  out- 
side polling  firm  it  hired 
found  that  a  third  of  Albert- 
son's workers  say  they  have 

SOME  PROMOTION 

Jones's  new  job 
brought  longer  hours 
for  the  exact  same  pay 

worked  without  pay  at  some  point. 

So  far,  the  union  has  filed  suits  in 
Cahfomia,  Florida,  and  Washington,  and 
is  readying  ones  in  other  states  as  well. 
Albertson's  has  tried  to  get  the  suits 
dismissed  by  arguing  that  the  union 
must  fii'st  take  any  complaints  through 
its  owii  grievance  process.  However,  the 
Labor  Dept.  filed  an  amicus  brief  in  the 
U.  S.  District  Court  in  San  Francisco 
saying  the  suits  can  proceed.  The  judge 
is  due  to  rule  on  the  issue  in  early 
March,  which  would  clear  the  way  for 
the  union  suits  to  proceed. 

Albertson's  executives  concede  that 
some  managers  may  pi'od  employees  to 
work  without  pay,  but  denies  that  the 
abuses  are  widespread.  "We  have  an 
excellent  record  on  this,"  says 
spokesman  Mike  Reed.  Still,  if  the  imion 
is  even  half  right,  Albertson's  may  not 
be  the  industry's  highflier  much  longer. 
Bij  Aaron  Bernstein  in  Washington 
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COMMENTARY 

By  Paul  Magnusson 


UNCLE  SAM  ISN'T  PUYING  FAIR  WITH  THE  WTO 


It  has  been  a  year  since 
Cuban  fighter  pilots  fired 
on  two  unarmed  Miami- 
based  Cessnas  off  Cuba's 
northern  coast,  killing  four  on 
board.  But  the  reverberations 
from  the  attack  continue. 

Now,  the  repercussions  are 
reaching  the  World  Tr^ade  Oi- 
ganization,  the  Geneva  body 
set  up  in  1995  to  settle  trade 
disputes.  The  U.  S.,  which  was 
a  driving  force  behind  creat- 
ing the  WTO,  is  jeopardizing 
the  fledgling  body  by  threat- 
ening to  boycott  a  wro  panel 
investigating  the  Helms-Bur- 
ton Act,  an  outgi'owth  of  the 
Cessna  incident. 

Signed  just  weeks  after  the 
shoot-down,  the  law  added 
two  new  provisions  to  30 
years  of  trade  sanctions 
against  Cuba.  One  allows  the 
State  Dept.  to  deny  visas  to  ex- 
ecutives of  foreign  companies 
that  invest  in  Cuba.  The  other 
lets  Americans  sue  in  U.  S. 
courts  to  recover  damages  fi'om 
companies  that  "traffic"  in  ex- 
propriated property — even  if 
they  are  foreign  multinationals. 

The  defense  of  this  heavy- 
handed  Cuba  policy  has  placed 
the  Clinton  Administration  in 
an  escalating  trade  dispute  with 
some  of  America's  closest  allies. 
And  while  some  in  the  Adminis- 
tration admit  that  its  continuing 
attempts  to  isolate  Cuba  are  an 
embaiTassing  mess,  policymak- 
ers can't  seem  to  find  a  way  to 
extricate  themselves. 
NO-SHOW?  The  latest  crisis 
came  after  the  WTO  appointed  a 
three-member  panel  to  hear  a 
complaint  fi'om  the  European 


WHEN  AMERICA  NEEDS  HELP. 
WHO  DOES  IT  CALL? 

The  U.  S.  has  brought  23  complaints  before 
the  World  Trade  Organization  involving 
dozens  of  countries.  Some  of  the  biggest: 

JAPAN  The  U.S.  claims  that  Japan  blocks 
sales  of  foreign  photographic  film  and  paper 
with  laws  and  regulations  aimed  at  protectmg 


Fuji_Photo  Film.   American  Fr 


panels,  four  of  them  in  re- 
sponse to  U.  S.  complaints 
about  market  bairiers  in  Eu- 
rope and  Latin  America. 

The  Clintonites  started  dow- 
this  shppery  slope  when  the  1 
President  signed  the  Helms-  s 
Burton  bill.  The  U.  S.  law  im-  - 
mediately  raised  the  ire  of  Eu- 
ropean nations,  which  objected 
to  the  possibility  that  theii' 
multinationals  could  face  thou- 
sands of  lawsuits  in  U.  S. 
courts  if  they  continued  to  pui 
sue  trade  with  Cuba. 
PALTRY  PENALTY.  Even  woT-se 
than  the  law  is  America's  re- 
fusal to  attend  any  panel  heai 
ing  on  Helms-Biu^ton.  That  is 
shortsighted.  The  U.  S.  is  giv- 
ing up  a  chance  to  set  a  bettt 
example.  And  it's  overreactin; 
The  WTO  cannot  rewrite  U.  S. 
laws.  It  can  only  levy  a  finan- 
cial penalty.  "Even  if  we  lost 
the  case  before  the  WTO,  the 
compensation  we  would  have 
to  pay  to  the  Europeans  wou 
be  minimal,"  argues  Julius 
Katz,  a  former  deputy  trade 
ambassador. 

The  Administration,  which 
seeking  new  authority  from 
Congi'ess  to  expand  the  Nort 


ee  Ti-ade  Agree- 


EUROPEAN  UNION  The  U.S.  objects  to  a 
European  ban  on  beef  with  growth  hormones. 
It  also  opposes  preferential  treatment  of  banana 
producers  in  former  British  and  French  colonies. 

BRAZIL  AND  INDONESIA  The  U.S.  wants  to 
end  Indonesia's  limits  on  imported  cars  and  the 
conditions  that  Brazil  puts  on  auto  importers. 

PHILIPPINES  The  U.S.  wants  the  WTO 
to  force  the  Philippines  to  deliver  on  an 
agreement  it  made  in  1995  to  provide  more 


ment  throughout  the  hemi- 
sphere, beheves  it  has  to 
demonstrate  toughness.  But 
noring  the  arbiter  of  fi'ee  tra 
is  not  the  way  to  show  resob 
"This  is  twisted  logic  if  the 
goal  is  to  expand  hemispheri 
trade  by  destroying  the  best 
mechanism  for  preserving  gl'- 
al  free  trade,"  says  Philip  J. 
Brenner,  a  Cuba  expert  at 
American  University. 


Union  against  U.  S.  policy  on        l'rP°!li'5^"^^^_^?L^_-_^_-_P°-'^J   For  the  past  year,  the  fall 


Cuba.  "We  just  won't  show  up," 
vowed  one  senior  Administra- 
tion official  on  Feb.  20. 

But  a  no-show  at  the  hearing 
would  encourage  other  nations  to  do 
the  same.  Moreover,  the  U.  S. — which 
has  filed  23  trade  complaints  vrith 
the  WTO,  more  than  any  other  coun- 
try— could  lose  a  potentially  valuable 
crowbar  foi-  prying  open  foreign  mar- 


DATA:  OFFICE  OF  U  S  TRADE  REPRESENTATIVE 

kets.  In  fact,  U.  S.  trade  officials  an- 
nounced their  boycott  of  the  WTO 
panel  on  the  same  day  that  they 
brought  their  most  significant  WTO 
case  yet:  charging  that  Japan  is  re- 
stricting foreign  access  to  its  photo- 
gi'aphic  film  and  paper  market.  On 
Feb.  25,  the  WTO  set  up  five  more 


fr-om  the  "Cuban  Cessna  cri. 
has  only  gotten  worse.  It's 
time  for  the  U.  S.  to  change  the 
Helms-Burton  law,  negotiate  a  coi 
promise  with  the  EU,  or  show  up 
and  pay  the  fine. 

Paul  Magyuisson  covers  trade 
a  nd  international  economics  fron. 
Washington. 
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If  you  think  you  can  find  a 

better  scanner  p 

than  an  tpSOn 


scan  this. 


COMPARISON  CHART 

THE  EPSON 
EXPRESSION  636 

THE  HP 
SCANJET  4C 

Bit  Depth 

36 

50 

Colors 

687  billion 

2,0  billion 

Maximum  Resolution 

4800  x  4800 

2400  X  2400 

Optical  DPI 

600 

600 

Grayscale  Levels 

4,096 

1,024 

SCAN  SPEED-Preview 

6  seconds 

11  seconds 

Color  (4x5) 

21  seconds 

27  seconds 

Grayscale 

23  seconds 

34  seconds 

Text  OCR 

14  seconds 

28  seconds 

THE  EPSON-  EXPRESSION"  636  COLOR  SCANNER  - 

There's  no  cienying  we're  making  a  pretty  bold  statement  about 
our  scanner.  But  with  numbers  like  this,  we  can.  Because  Epson 
TrueScan^  technology  with  36-bit  scanning  and  600-dpi  optical 
resolution,  gives  you  the  power  to  capture  68.7  billion  colors  and 
countless  details  with  incredible  clarity  And  everything  you  need 
to  harness  that  power  is  easy  to  set  up  and  easy  to  use.  So  you'll  get  high-quality  images  that  will  turn  visual  presentations 
and  business  documents  into  bold  statements- more  quickly  and  easily  than  other  scanners  can.  And  tor  a  lot  less  money,  too. 

But  there  are  other  ways  we  outdo  the  competition  that  can't  be  expressed  in  numbers.  With  our  exclusive  Text  Enhance- 
ment Technology  and  Auto  Area  Segmentation,  you  can  accurately  scan  both  text  and  graphic  images  from  the  same  page-even 
from  colored  backgrounds.  And  you'll  get  greater  versatility  with  easy,  simultaneous  hook-up  to 
both  PC  and  Mac  platforms.  Nobody  else  can  do  that.  So  now  that  you  see  what  the  numbers 
(amongst  other  stuff)  do  for  our  scanner,  wait'll  you  see  what  our  scanner  does  for  your  bus- 
^    mess.  For  more  information  call  1-800-GO-EPSON  and  ask  for  operator  3055. 

'         n      r  t 
1  Or  visit  us  at  www.epson.com. 


The  Expression  636  executive  PC  bundle  comes  wilh 
Adobe  Photoshop'  LE,  Xerox  TextBndge  Pro'  '96,  NewSoft"  Presto'  PageManager"  LE 
and  SCSI  inlertace  and  cable  As  well  as  a  competitive  edge 


YOU'VE  GOT  TO  SEE  IT  IN 


EPSON 


color: 


janson  based  on  independent  third  party  testing  using  a  ?oo  MHz  Pentium  computer  wilh  Windows  (j5  Scanners  wete  operated  m  best  quality  mode  using  Adobe  Photoshop,  T\A/AIN  dnvets  and  SCSI  cafds  included  m  the  box.  Images  were  singiepass 
»  dpi,  Executive  Mac  bundle  also  available  with  Adobe  Photoshop  LE,e  Paper™  and  SCSI  cable  Other  scannei  configurations  available  Awards  given  to  the  ES-1200C  one  in  the  line  of  Epson  award-winning  scanners  Do  not  scan  published  material  -f-j^ 
iission  of  the  copynght  holder  EPSON  is  a  registered  trademark  of  Seiko  Epson  Corp  Expression  and  TrueScan  ate  trademarks  of  Epson  America,  Inc  All  other  trademarks  are  the  property  of  their  respective  owners    1996  Epson  America,  Inc 
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DINO-MITE! 


Can  raptors  save  Acclaim 
Entertainment?  Awash  in 
inventory  of  poor-selling 
games,  the  Glen  Cove 
(N.Y.)  software 
maker  lost  $221 
million  in  fiscal 
1996  and  $19 
million  in  its 
first  '97  quar- 
ter. But  its  Trir- 
ok:  Dinosaur 
Hunter,  due  Mar. 
4,  is  winning  raves 
from  game  mags,  thanks 
to  the  vivid  graphics  of 
the  Nintendo  64  system  it 
runs  on. 

The  good  news  is  that 
the  Nintendo  64  system  is 
selling  briskly,  just  beat- 
ing sales  of  Sony  Corp.'s 
PlayStation  last  Christ- 
mas. The  downside:  N64 
games  run  on  cartridges, 


not  CD-ROMS,  raising  pn 
duction  costs.  And  car- 
tridges need  more  lead 
time,  so  Acclaim  coul 
be  stuck  with 
unwanted  inv 
tory  again. 

That  does: 
bother  kids, 
who  love  off: 
the  dinosaur 
Turok.  "This  \ 
very  involving 
game,"  says  Jame 
Granger,  a  ninth-grader 
Manhattan,  as  he  kills  r 
tors.  "Amazing  weaponi 
he  whispers,  switching 
among  assault  rifles, 
gi'enade  launchers,  and 
fusion  cannon.  His  deftr 
is  bad  news  for  the  rapt 
But  he's  saying  what 
Acclaim  wants  to  hear. 

By  Neil  G 


NEWS  CORP.  WISHES 
UPON  ECHOSTAR 

HERE    HE   comes:  RUPERT 

Murdoch  is  finally  moving 
into  the  U.  S.  satellite-TV 
market.  On  Feb.  24,  News 
Corp.  unveiled  a  $1  billion 
investment  in  fast-growing 
but  financially  strapped 
EchoStar  Communications 
in  exchange  for  a  50%  stake 
in  the  Englewood  (Colo.) 
company.  The  move  solves 
pressing  problems  for  both 
outfits.  Murdoch's  American 
Sky  Broadcasting  venture  is 
at  least  three  years  behind 
market  leaders  DirecTV,  a 
unit  of  Hughes  Electronics, 
and  Primestar,  a  consortium 
of  cable  companies  led  by 
Tele-Communications.  Fast- 
growing  EchoStar,  mean- 
while, desperately  needs 


CLOSING  BELL 


P»XAR  DUST 

Pixar  felt  the  magic  Feb.  24 
when  Disney  cut  a  10-year, 
five-film  deal  with  the  Toy 
S/o/y animator.  Investors 
raised  Pixar's  stock  49%,  to 
$21.  Under  the  deal,  Pixar  will 
share  production  costs  but 
get  half  the  profits  from  film 
and  merchandise — up  from 
the  10%  it  got  for  Toy  Story. 
That  has  CEO  Steve  Jobs  feel- 
ing like  a  kid  again.  When 
Pixar  shares  hit  $40  after  the 
1995  IPO,  he  was  a  paper  bil- 
lionaire— briefly.  Before  the 
Disney  deal,  Pixar  traded  at 
about  $14.  Now  his  78% 
stake  is  worth  $600  million. 


DATA-  BLOOMBERG  FINANCIAL  MARKETS 


cash  after  setting  off  a  price 
wai-  last  year.  Murdoch  plans 
to  launch  Sky,  a  beefed-up 
state-of-the-art  service  offer- 
ing 500  digital  channels, 
including  local  stations, 
nationwide,  by  early  1998, 
and  he  vows  that  it  will 
reach  more  than  8  million 
viewers  within  five  years. 

WERE  CREDIT  UNIONS 
TOO  WELCOMING? 

THE  nation's  credit  UNIONS 

ai'e  getting  theii-  day  in  coiut. 
The  U.S.  Supreme  Court 
agreed  on  Feb.  24  to  hear  an 
appeal  by  North  Carolina's 
AT&T  Family  Federal  Credit 
Union  on  whether  it  and  oth- 
er credit  unions  improperly 
accepted  members  from  un- 
affiliated companies  or  occu- 
pations. Legal  experts  say  if 
the  Supreme  Court  agi-ees 
with  the  appellate  court  that 
they  did,  it  could  force  the 
bust-up  of  many  of  the  na- 
tion's 2,000  largest  credit 
unions,  which  have  been  en- 
joying explosive  gi-owth  and 
which  continue  to  operate 
tax-free.  The  court  will  hear 
arguments  this  fall,  and  an 
opinion  could  come  in  1998. 

LAUGHING  ALL  THE 
WAY  TO  CITIBANK 

NICE  RAISE  IF  YOU  CAN  GET 

it.  In  1996,  Citicorp  Chair- 
man and  CEO  John  Reed 
topped  off  $3.5  million  of 
salary  and  bonus  with  .$40.1 
million  of  paper  profits  from 
exercising  options,  the  com- 
pany's new  proxy  material 
reveals.  That  should  make 
him  one  of  the  highest-paid 
corporate  executives  of  1996. 
In  1995,  by  contrast.  Reed's 
salaiy  and  bonus  totaled  $4.3 
million,  and  he  exercised 
shares  with  a  relatively  pal- 
tiy  value  of  $3.8  million.  The 
good  times  could  get  even 
better:  Reed  has  additional 
options  he  can  exercise  at 
any  time  that  are  currently 
worth  over  $40  million. 


AOL:  BAD  NEWS 
AND  GOOD  NEWS 

MORE  LEGAL  HEADACHES  FOR 

America  Online.  On  Feb.  24, 
shareholders  sued  in  U.  S. 
District  Court  in  Virginia  al- 
leging that  AOL  directors  and 
outside  accountants  violated 
seciuities  laws  m  the  way  the 
company  did  its  accounting. 
The  online  giant  took  a  $385 
million  charge  in  October  for 
marketing  expenses  it  had 
capitalized,  aol  says  it  com- 
plied with  all  securities  laws. 
Not  all  the  news  for  AOL  is 
bad,  however:  On  Feb.  25, 
the  company  stinck  a  deal  to 
market  Tel-Save  Holdings' 
long-distance  service  and  re- 
ceived a  $100  million  up-fi'ont 
payment  from  Tel-Save. 

FROM  MOUSE  EARS 
TOSUNTAN  OIL 

HE   RESCUED   PART  OF  THE 

Magic  Kingdom.  Can  Plulippe 
Boui-guignon  now  recover  Par- 


adise Lost?  The  Eur-o  I  n 
CEO,  who  took  Disiit  ; 
Palis  fi"om  neai-bankiaij 
two  str-aight  year's  of  \m 
joining  Club  Meditei  i 
which  lost  $130  million  ii 
1996.  Bom-guigTion  ha- 
to  boost  profits,  includiii 
ing  resorts  and  selling 
ships.  He  also  plans 
a  key  part  of  Club  Md 
sun-sand-sex  image:  Tin 
club-goers  use  for  cm 
while  frolicking  at  the  i 
will  be  replaced  by 
cards. 

ETCETERA... 

■  ust's  cfo  and  the  pi  * 
of  its  smokeless  tobac 
abruptly  resigned. 

■  CPC  International  i^ 
ning  off  its  corn  rt 
business. 

■  3Com  plans  to  ht 
Robotics  for  $6.6  bi; 
stock. 

a  Little  Mac,  anyont 
Donald's  will  cut  prii 
key  menu  offerings. 
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Theft,  Vandalism,  And  Chaos. 

Three  Compelling  Reasons 
To  Do  Business  With  McAfee. 


lOst  companies  don't 
nage  their  networks, 
rhey  survive  them. 

because  today's  networb 
nstantly  vandalized  by  viruses,  hackers,  and  even  your  own 
lyees.  Wliile  your  managers  battle  the  chaos  of  demanding 
end  users,  more  complex  software  and 
multiple  operating  systems. 

It's  a  tough  environment  that,  frankly, 
we  like  very  much. 

After  all,  finding  innovative  ways  to 
keep  networks  safe,  sane,  and  simple  to 
manage  is  what  we  do  better  than  anyone 
And  it's  why  McAfee  is  the  largest  and 
f-astest  growing  company  in  PC  network 
security  and  management. 


McAfee  has  the  third  most  popular  software  Web  site  on  the  V  i'llmiet^  People  download 
our  products  free,  then  pay  us  to  f^et  upgrades  ami  our  auwd-icinnina  technical  support  ^ 


is  one  of  the  top  10 
ijare  companies  in 
Id  '  and  the  fastest 


changed  the  very  way 
companies  buy  software. 

We  pioneered  the 
subscription  pricing  model 
that  Netscape  and  others  now  use.  It's  simple;  People  download  our 
software  without  paying  for  it  -  then  they 
come  back  and  pay  us  just  to  get  the 

Aif( 

technical  support  and  two 
years  of  free  upgrades. 

Last  year,  8  million 
people  did  just  that. 

Of  course,  some  people 
do  steal  our  software. 
But  they  end  up  spreading 
the  word  about  McAfee's  good 
will  and  top-rated  products. 


Some  people  think  they're  stealing  our  software. 

\fee,  our  innovations  aren't  limited  to  our  products.  We've 


All  of  which  reinforces  our 
position  as  the  market  leader 


Mc4fee's  letidinii-edifc  security  products 
keep  the  thousands  ofliackers  and  viruses 
where  they  belong-out  of  your  network. 


oj  the  Fortune  100  rely  on  McAfee  to  prevail  itgaiiKt  the  chaos  threatening  their  networks 


Networks:  powerful,  necessary,  and  chaotic. 

At  McAfee,  we  understand  how  important  your  network  is 
to  your  company's  growth  and  success.  And  we  have  the 
products  and  experience  to  help  you  handle  the  chaos 
that  threatens  it. 

Maybe  that's  why  more  than  80%  of  the  Fortune  100 
rely  on  McAfee.  More  than  Microsoft.  More  than  Intel. 
More  than  Symantec. 

Shouldn't  your  company  be  doing  business  with  the 
leader  in  network  security  and  management? 

With  innovative  pricing,  superior  products,  and 
award-winning  support, 
McAfee  is  the  best  choice 
for  guarding  and  restoring 
order  to  vour  network. 


McAfee. 


Netwurk  Security  &  Management 


Telephone  (408)988-3832  Fok  (408)970-9727  ©McAfee  Assotiotes,  Inc ,  1997,  All  rights  reseived  All  brands  ond  products  ore  trodcmorks  of  their  respective  holders. 


icio  Color 


\  The  Future  Of  Digital  Imaging 


4 


^  Welcome  to  the  Aficu)  C:ol(>r  series.  From  Ricoh.  Vibrant 
r    color  that  delivers  eve-catching  presentations,  ^^onnectable 
color  copiers  that  turn  the  worki^  smallest  toner  partic  es  into  the 
.  tLst  colors.  Di^-tal  brainpower  that  ot^rs  a  whde  newarrav 

of  image-manipulation  and  document-handling  options,  tttoitlc 
Rel  b  e  Digital.  And  affordable.  Come  see  the  Ahcio  Color  series  tiom 
R^'ci.  See  what  we  can't  show  you  here.  A  real  Aticio  color  copy. 
C:all  1  800  63  RICOH.  Or  online  at  http;//vv™ncoh.com 
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D  BY  OWEN  ULLMANN 


E  LATEST  TRADE  WAR: 
MOGRAT  VS.  DEMOCRAT 


ily,  it  seems  as  if  all  the  intraparty  bloodletting  has 
;n  among  Republicans.  But  Democrats  ai-e  about  to  get 
:k  to  their  usual  bickering  as  they  brace  for  a  con- 
is  battle  over  trade — with  strong  overtones  for  Cam- 
2000.  On  one  side:  Vice-President  Al  Gore,  point  man 
Administration's  push  to  expand  the  North  Amencan 
i-ade  Agi'eement.  On  the  other:  House  Minoiity  Leader 
d  A.  Gephardt  (D-Mo.),  implacable  nafta  foe. 
ssue  is  congressional  renewal  of  the  Administration's 
1  authority  to  negotiate  "fast-track"  trade  accords  that 
t  lawmakers'  tinkering.  The  brawl  will  set  the  stage  foi- 
down  between  the  two  longtime  ri- 
r  the  Presidency.  "It  may  not  be 
;t  primary  of  2000,  but  it's  the  first 
says  one  Democratic  operative, 
also  a  fight  that  exposes  the  fault 
■  the  Democratic  Paity.  Gephardt  is 
impion  of  liberals  who  believe  mar- 
king pacts  ai"e  exporting  U.  S.  jobs 
-wage  nations.  Gore  hopes  to  be 
0  Bill  Clinton's  New  Democrat 
that  expanded  trade  spurs  growth 
^h-wage  jobs.  "This  is  a  defining  is- 
'  the  paity,"  says  Representative 
;  T.  Matsui  (D-Calif.). 
e  fast-track  authority  lapsed  in 
he  Administration  has  only  been  able  to  complete  ne- 
3ns  that  started  before  then.  As  a  practical  matter,  it 
launch  talks  on  new  deals  such  as  Chile's  inclusion  in 
because  Congi'ess  might  cripple  them  with  amend- 
Congi-ess  can  only  approve  or  reject  fast-track  deals. 
/E  QUESTIONED.  The  loss  of  fast-track  authority  has 
doubts  about  the  U.  S.  commitment  to  expanding  free 
hroughout  the  Americas.  AlaiTn  bells  are  also  going  off 
ico  City,  which  President  Clinton  will  visit  in  April 
1),  about  Gephai-dt's  use  of  the  fast-track  debate  to  tiy 
fen  nafta's  worker  and  environmental  protections. 


GEPHARDT  AND  GORE:  "Defining  issue 


"Our  credibihty  is  strained  to  the  breaking  point,"  warns 
David  J.  Rothkopf,  managing  director  of  Kissinger  Associates. 
Tired  of  waiting,  nations  in  the  region  such  as  Brazil  and  Ai'- 
gentina  have  already  formed  smaller  trade  blocs. 

Trade  is  a  divisive  issue  for  the  gop,  too,  because  of  its 
gi-owing  wing  of  economic  nationalists.  But  for  now,  many  Re- 
pubUcans,  including  House  Speaker  Newt  Ginginch,  hint  that 
they're  prepared  to  meet  Clinton  halfway:  The  cop  would  ex- 
tend a  fast-track  mandate  that  is  silent  on  labor  and  envi- 
ronmental issues  if  Clinton  limits  side  deals  on  those  subjects. 
The  Clintonites  are  inclined  to  bite,  but  Gephardt  and  the 
AFL-cio  insist  that  NAFTA-expansion  ac- 
cords include  commitments  on  those  is- 
sues. "This  is  not  negotiable.  Trade,  labor, 
and  the  envii'onment  are  inextricably  in- 
tertwined," says  Gephardt.  If  he  raUies 
enough  of  the  205  House  Democrats  to 
lais  side,  go?  ardor  for  fast-ti'ack  authori- 
ty may  cool.  They  want  political  cover. 
"This  won't  pass  if  only  50  to  60  Democ- 
rats come  to  the  altar,"  warns  one  GOP 
Hill  staffer.  It  may  be  tough  to  muster 
many  more.  Two  issues — payoffs  by  drug 
lords  to  a  Mexican  general  and  the  $39 
billion  U.  S.  trade  deficit  with  nafta  part- 
ners  Canada  and  Mexico — are  sure  to 
rile  House  pr-otectionists.  And  fast-track  renewal  faces  tougher 
going  in  the  Senate,  which  chafes  at  curbs  on  its  powers. 

The  Clintonites  will  have  to  start  dealing  soon.  Action 
can't  be  pushed  into  1998  because  lawmakers  won't  touch 
such  a  controversial  issue  in  a  midterm  election  year.  "If  we 
don't  do  this  by  August,  it  isn't  going  to  get  done,"  says 
Representative  Jim  Kolbe  (R-Ariz.),  a  leading  free-trader. 
That  means  Gore  and  Gephardt  will  be  squaring  off  in  com- 
ing months  as  Democrats  struggle  over  the  futui'e  of  trade — 
and  the  leadership  of  their  party. 

By  Amy  Borrus 


APITALWRAPUP 


IBLICANS  FOR  GORE 

a  fact  of  political  hfe  that  Re- 
tan  voters  detest  Bill  Chnton. 
rue  with  Vice-President  Al  Gore, 
ling  to  a  new  Repubhcan  sui-vey. 
Fabrizio,  Bob  Dole's  chief  poll- 
n  the  1996  campaign,  found  that 
)ectable  41%  of  Republicans  view 
favorably,  while  just  47%  don't, 
g  all  votei's,  Gore  boasts  impres- 
2%-to-27%-  approval  ratings.  The 
?  appeal  is  that  he  has  seized  the 
al  center.  Fabrizio's  somber  bot- 
ne  for  the  gop:  Unless  it  finds  is- 


sues that  push  Gore  to  the  left,  the 
2000  election  could  be  an  uphill  fight 
for  GOP  Presidential  aspirants. 

THE  TAX  MAN  RESPONDETH 

►  The  Internal  Revenue  Service's 
troubled  toll-fi-ee  800  telephone  num- 
ber is  working  better  this  year,  though 
many  taxpayers  are  still  getting  busy 
signals.  This  tax  season,  two-thirds  of 
callers  are  getting  through  to  ask 
cjuestions.  That's  up  ft'om  less  than 
half  in  '96,  says  iRS  Taxpayer  Advo- 
cate Lee  Monks.  His  goal  is  an  85% 
response  rate. 


NEW  SCIENCE  GURU 

►  The  White  House  Office  of  Science 
&  Technology  Policy,  which  is  sup- 
posed to  shape  Administration  science 
initiatives,  is  taking  a  backseat  these 
days  to  President  Clinton's  new 
deputy  chief  of  staff,  John  D.  Podesta. 
"He  wants  to  be  the  science  adviser," 
says  one  source.  A  foi-mei-  consultant 
to  high-tech  cHents,  Podesta  wants  to 
shift  money  fi'om  basic  science  to  high- 
tech projects.  His  fingei'prints  can  be 
seen  on  a  White  House  plan  to  boost 
education  via  the  Internet. 
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THE  EX-IM  BANK:  CAUGHT 
IN  THE  SWIRL  OF  DONORGATE 

The  agency  was  already  a 
target  of  budget-cutters. 
Now,  it's  becoming  a  target 
of  the  Justice  Dept. 

Across  Lafayette  Park  from  the 
White  House  sits  the  Expoit-Im- 
j)oit  Bank,  an  obsciu'e  agency  with 
only  440  em{)loyees  and  a  budget 
of  just  $726  million.  That's  small  beer  as 
federal  agencies  go,  but  Ex-Im's  involve- 
ment with  President  Bill  Clinton's  net- 
woi'k  of  Ai'kansas  fiiends  and  finaneiei's 
is  making  it  a  target  for  Justice  Dept. 
prosecutors  and  congi-essional  investiga- 
toi's  probing  the  nexus  of  money,  influ- 
ence, and  favors  in  the  White  House. 
And  if  the  President  nominates  Wall 
Street  veteran  and  Democratic  donor 
James  A.  Harmon  to  nm  the  agency,  as 
expected,  Ex-Im's  troubles  could  multiply. 
FIRE  FIGHTING.  Even  before  the  Donor- 
gate  scandal  broke,  Ex-Im  officials  had 
their  hands  full  putting  out  fii-es.  The 
agency's  five-yeai'  authoiization  expires  in 
September.  It's  now  defending  itself 
against  Capitol  Hill  budget-cutters,  who 
view  Ex-Im  as  a  prime  example  of  cor- 
porate welfai'e,  since  the  bulk  of  its  be- 
low-mai'ket  loans  and  giiai-antees  ai-e  sub- 
sidized by  taxpayers  and  go  to 
multinational  coiporations.  It  also  didn't 
help  that  Ex-Im's  ciuTent  chairman,  Mai- 
tin  A.  Kamarck,  authoiized  bonuses  av- 
eraging $5,000  to  almost  haU"  the  bank's 
employees.  Government  personnel  au- 
thoiities  now  say  the  move  was  illegal. 
Kamarck  says  he  was  trying  to  reward 
Ex-Im's  top  peifoiTners,  but  en'ed  in  taj> 
ping  a  government  fiuid  designed  to  kee|) 
highly  skilled  people  who  might  resign. 
Kamarck,  whose  wife,  Elaine,  is  chief  of 
staff  to  Vice-President  Al  Gore,  is  ex- 
pected to  quit  once  the  Senate  confums  a 
replacement. 

Ex-Im  is  also  drawing  fire  for  ex- 
panding the  i-ange  of  projects  it  backs. 
Its  cheap  loans  to  state-controlled  Russ- 
ian natural-resource  enterprises  have 
i-aised  questions  of  whether  Ex-Im's  mon- 
ey is  at  eross-piuposes  with  Administra- 
tion policies  supporting  privatizations  and 


financing  by  capital  mai'kets.  "Ex-Im  is  in 
serious  ti'ouble,"  warns  Edward  Rice,  di- 
rector of  the  Coalition  for  Employment 
thi'ough  Exports,  a  business-backed  Ex- 
Im  advocacy  gi'oup. 

Harmon's  anticipated  appointment 
could  complicate  Ex-Im's  predicament. 
As  senior  chairman  of  Schroder 
Wertheim  &  Co.,  Hannon,  61,  now  holds 
a  nonexecutive  position  with  the  invest- 
ment bank.  A  coi-]3orate-fmance  expert, 
he  capped  a  22-year  career  there  by  en- 
gineering the  buyout  of  his  own  institu- 
tion by  deep-pocketed  British  merchant 
bank  Scliroders  plc  in  1994. 

These  flays,  Hannon  is  known  more 
for  political  finance.  He  helped  former 


New  Yoi'k  City  Mayor  David  N.  I 
raise  some  $2.5  million  in  1993  a 
came  one  of  Clinton's  and  the  Dei  i 
ic  National  Committee's  biggest  doi 
1996.  He  and  his  wife  have 
$204,000  since  1992  to  Clinton  an( 
Democratic  candidates,  but  the  t 
that  came  in  thi-ee  chunks  last  > 
the  foiTn  of  soft  money  to  the  DN 
money  is  an  um-egulated  donatio 
political  paity.  Hannon's  major  di ) 
all  came  six  weeks  before  or  aftei' ' 
tended  Wliite  House  coffees. 

Hannon  also  hired  Tony  Coell 
former  California  Congressman 
fimdi'aising  among  savings-and-ld 
cials  on  behalf  of  Capitol  Hill  Dei 
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hackles  in  the  late  1980s.  And 
)n  has  become  a  prodigious  fund- 
on  Wall  Street,  helping  to  amass 
^2  million  for  the  DNC  at  a  June, 
svent  at  the  Waldorf-Astoria  ho- 
LiTTion  says  he'd  be  "honored  to  be 
"  to  a  government  office,  and  de- 
further  comment.  But  Steven 
■,  Schroder  Wertheim  ceo,  says 
in  "will  be  offered  a  position  based 
credentials  as  a  Wall  Street  exec- 
ind  not  because  he  gave  money." 
3r  Ex-Im  chairmen  have  also  been 
financiers.  But  at  this  sensitive 
lay  agency  supporters  and  detrac- 


A  Clinton  appointee  to  Ex-Im  pushed  for  a  loan 
to  a  Thai-controlled  company  about  the  time  its 
rep  made  a  large  donation  to  the  Democrats 


to  the  tune  of  $894  million  in  1996.  It 
claims  that  some  $14  billion  worth  of  ex- 
ports and  800,000  American  jobs  de- 
pended on  its  financing  last  year.  But 
congressional  and  .Justice  Dept.  investi- 
gators aren't  focusing  on  such  success 
stories.  Instead,  they're  looking  into  Ex- 


IMPORT  BANK 
UNITED  STATES 


WOES  BREWING 
AT  EX-IM 

►  The  expected  naming  of 
Harmon  as  the  bank's  head 
is  drawing  charges  of  White 
House  political  meddling. 


ms  ADMINlSTRATiON 
'':'r)P'  CONSTRUCTION 
VETERANS  APPEALS., 


JAMES  A.  HARMON 


►  Critics  object  to  the  role 
of  Ex-Im  Director  Maria 
Haley,  a  friend  of  President 
Clinton,  in  pushing  financ- 
ing for  a  Thai  business 
group  whose  U.S.  represen- 
tative made  large  contribu- 
tions to  the  Democratic 
National  Committee. 

►  Congressional  Republicans 
say  Ex-lm's  $894  million 
subsidy  amounts  to  corpo- 
rate welfare. 

DATA:  BUSINESS  WEEK 


ike,  Ex-Im  needs  a  leader  whose 
book  isn't  the  main  attraction.  "Ex- 
orvival  depends  on  the  credibility 
new  chairman,"  says  a  top  GOP 
'  aide.  "Bringing  in  a  political  per- 
10  muddies  the  waters  isn't  doing 
sncy  any  good." 

(m  may  be  unknown  to  the  aver- 
nerican,  but  General  Electric,  Boe- 
id  Motorola  know  it  well.  They 
lenefited  from  Ex-Im  loans,  guar- 
and  export  credit  insm-ance.  Last 
Ix-Im  made  $11.5  billion  in  financ- 
( lilable  to  e.xpoiters,  supporting  the 
i  American-made  printing  presses 
i     ah-craft  to  Cliina,  and  tractors 
akhstan.  The  bank  was  subsidized 


Im's  relationship  to  Democratic  donors, 
especially  the  role  of  Maria  L.  Haley, 
one  of  five  Ex-Im  directors  and  a  long- 
time "Friend  of  Bill"  from  Arkansas  who 
ran  then-Govemor  Clinton's  progi'am  to 
attract  foreign  investment  to  the  state. 

Haley,  a  native  Filipino,  met  on  several 
occasions  with,  and  received  numerous 
phone  calls  from,  Clinton's  Arkansas  golf- 
ing buddies  and  political  supporters.  In 
the  summer  of  1996,  Haley  pushed  for 
approval  of  $6.5  million  in  loan  guaran- 
tees for  the  Sun  Tech  Group  Co.,  con- 
trolled by  a  wealthy  Thai  businessman, 
Sawadi  HorningTuang,  and  represented 
in  Washington  by  Pauline  Ivanchanalak,  a 
native  of  Thailand  living  in  Vii-ginia.  Tlie 


request,  which  is  still  pending,  would  en- 
able Sun  Tech  to  open  100  Blockbuster 
video  stores  in  Bangkok.  The  Thai  appli- 
cation caused  an  internal  debate  over  its 
propriety.  Ex-Im  has  never  approved  fi- 
nancing for  franchise  rights,  as  retail 
stores  outside  the  U.  S.  don't  directly 
create  American  jobs. 

Ex-Im  documents  indicate  that  Haley 
began  advocating  approval  around  the 
time  Kanchanalak  made  large  donations 
to  the  DNC.  One  $85,000  contribution 
came  on  Jime  18,  1996,  the  day  dnc  ftmd- 
raiser  John  Huang  arranged  for  Kan- 
chanalak to  be  invited  to  a  Wliite  House 
coffee.  Huang  called  Haley  the  same  day 
as  well,  and  twice  more  in  August.  Kan- 
chanalak also  had  unusual  access  at  Ex- 
Im,  meetmg  wath  or  phoning  Haley  tliree 
times  after  the  donation. 

The  DNf  has  retm-ned  $250,000  of  Kan- 
chanalak's  donations  because  of  questions 
about  their  foreign  origin.  Tkrough  an 
Ex-Im  spokesman,  Haley  says  she  had 
no  knowledge  of  the  donations  when  she 
agreed  to  meet  with  Kanchanalak.  But 
CongTessional  soiu'ces  say  a  -Justice  Dept. 
task  force  on  Feb.  24  subpoenaed  records 
fi'om  Kanchanalak's  U.  S.-Thai  Business 
Council,  along  with  Ex-Im  documents. 
House  and  Senate  panels  have  done  the 
same.  The  Thai  council  could  not  be 
reached  for  comment.  Kanchanalak  de- 
cHned  comment. 

RED  FLAG?  Suspicions  of  White  House 
meddling  were  raised  last  fall  when  the 
Administration  appointed  Gloria  Cabe,  a 
former  aide  to  Clinton  when  he  was 
Ai'kansas  Governor,  as  a  special  assis- 
tant to  Kamarck.  Concerns  ovei'  Haley 
and  Harmon  were  heightened  on  Feb. 
25  with  the  release  of  docimients  showing 
Clinton's  hands-on  role  in  raising  cam- 
paign funds  by  authorizing  the  use  of 
the  White  House  for  overnight  stays  in 
the  Lincoln  bedroom  and  kaffeeldatsches 
with  the  President. 

Ex-Im  officials  hope  to  resist  their 
critics  by  noting  that  the  bank  showed  a 
$1.2  billion  profit  last  year,  its  first  since 
the  early  1980s.  But  congi'essional  and 
Administration  budget  experts  say  the 
profit  figiu-e  is  based  on  a  reduction,  fi'om 
$5.7  billion  to  $2.4  bilhon,  in  reserves  to 
cover  future  losses.  Trouble  is,  Ex-Im's 
portfolio  is  becoming  riskier  because  of 
lending  in  Russia  and  other  emerging 
markets.  Such  accounting  gimmicks  are 
making  the  agency,  ah'eady  under  dui'ess, 
more  vulnerable  to  gop  partisans. 

By  Paula  Dwyer  in  Washington 
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EUROPE 


GENTLEMEN,  GUN 
YOUR  ENGINES 

GM  is  taking  a  run  at  VW's  new  Golf  with  a  retooled  Astra 


Now  that  Volkswagen  and  General 
Motors  Corp.  have  ended  their 
legal  battle  over  former  purchas- 
ing gum  Jose  Ignacio  Lopez  de 
Arrioilua,  the  auto  giants  are  gearing 
up  for  an  old-fashioned  street  fight.  Lat- 
er this  yea);  both  carmakers  will  scjuare 
off  with  spiffy,  all-new  versions  of  theii' 
top-selling  models,  the  \'w  Golf  and  (;m's 
Astra.  Even  though  the  cars'  official  de- 
buts aren't  until  the  Frankfurt  Auto 
Show  in  September,  both  sides  are  jock- 
eying for  position,  leaking  infomiation 
and  photos  to  cai-buff  magazines. 

The  stakes  are  enoi'mous.  The  small- 
car  class  is  Eurojje's  biggest,  represent- 
ing 4  million  cars  annually — or  a  third  of 
the  new  car  market.  The  two  compa- 
nies have  raced  to  take  mai'ket  share 
ft'om  each  other  for  years  (chart 
though  vw  has  consistently  come 
out  on  top.  This  time,  (JM 
has  poured  $L7  billion 
into  its  new  Astra,  in  a 
bid  to  recover  from  an 
11%  plunge  in  sales  of  th 
current  model.  For  its 
pait,  X'W  has  spent  an  esti- 
mated $1.8  billion  on  tht 
remake  of  its  six-vear-ok 
Golf. 

The  Golf  s  success  is  cri 
cial  to  vw's  overall  financi; 
health.  Since  the  car  ac 
counts  for  :-!2%  of  vw's  Eu- 
ropean sales,  it  will  large- 
ly  determine  whether 
\^''s  fledgling  tmnai-ounc 
zooms  ahead  oi'  shifts 
into  reverse.  \'w's  U)9(i 
net  income  of  $406  mil- 
lion was  double  1995's 
level  but  just  a  0.7% 
return  on  sales  of 
$60  billion.  If  the 
Golf   sputters,  it 
would   also  raise 
doubts  about  Chief 
Executive  Fer- 
dinand Piech's 
strategy  to  con- 
solidate all  mod- 


els in  the  vw,  Audi,  Seat,  and  Skoda 
brands  onto  just  four  platforms,  which 
will  slash  production  costs.  "It's  ab- 
solutely critical  that  [the  Golf]  is  a  suc- 
cess," says  John  Lawson,  auto  analyst 
with  Salomon  Brothers  Inc.  in  London. 

Other  carmakers  besides  cm  have 
taken  repeated  runs  at  the  Golf,  with 
marginal  success.  The  Renault  Megane 


ROAD  WARRIORS 


The  stakes  are 
enormous.  GM  is  counting  on  the 
new  Astra  to  reverse  last  year's 
sales  plunge, 
while  VW  needs 
the  Golfs 
success  to 


is  the  latest  to  mount  an  assault,  'i 
populaiity  of  the  Megane  Scenic,  a  irj 
van-like  version  of  the  car,  helped  pi 
sales  up  59%  last  year,  to  380,000.  Nj 
Renault  is  scrambling  to  add  capaij 
before  vw  and  gm  launch  van  versij 
of  the  Astra  and  Golf  starting  in  19;] 
SNAFUS.  For  now,  vw  still  seemssi 
have  the  upper  hand.  Its  new  Golf  1 
hit  the  market  first,  in  September,! 
cause  engineering  snafus  have  delai 
the  Asti'a.  Originally  scheduled  for  3 
tembei'.  production  of  the  Astra  w 
begin  until  Januaiy,  1998,  GM  execut 
say.  The  holdup  was  caused  by  hand 
and  other  problems,  which  insiders 
will  take  two  more  months  to  iron 
GM  executives  "are  miserable,"  say; 
industry  consultant. 

The  delayed  start,  plus  added  in 
tives  to  move  the  old  model,  will  1 
drag  on  gm's  European  earnings 
year.  Higher  marketing  costs  aln 
caused  slightly  Ic 
earnings  at  Opel, 
German  subsidiar 
1996,  says  Opel 
David  J.  Herman., 
Meanwhile,  9 
company  is  tryinj 
overcome  its  low-i| 
ity  image.  Last 
the  Astra  ranked  i 
the  bottom  of  a 
tomer  satisfail 
study  in  Britaitlj 
tied  for  65th  pa 
along  with  its  snf 
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1 


ited  by  J.  D.  Power  &  Associates 
w  needs  a  hit  to  reverse  last  yeai-'s 
sales  slide.  "It's  really  like  betting 
nch,"  says  Hemnan. 
addition  to  ferreting  out  defects, 
ngineers  are  focused  on  impi'oving 
conomy.  That,  they  hope,  will  ap- 
;o  Europeans'  growing  ecology- 
dness.  By  efficiency  measiu-es  such 
ting  assembly  time  by  up  to  30%, 
expect  to  add  features  and  still 
he  new  Astra's  price  close  to  the 
it  $14,198  starting  sticker, 
it  could  give  the  Astra  a  slight 
vith  budget-conscious  buyers.  The 
iolf  is  expected  to  be  slightly  more 
sive  than  the  curi'ent  version's 
12  starting  price.  It'll  be  longer 
ndev  and  sport  goodies  such  as 
?k  brakes  as  standard. 
£  ROOM.  But  VTv's  marketers  will 
wiggle  room  to  lower  prices,  vw 
ixpects  a  big  jump  in  efficiency, 

from  farming  out  subassembly 
to  nimble  suppliers.  Moi'eover,  the 

huge  volumes  mean  parts  could 
I  to  20%  cheaper  than  those  on 
in-ent  Golf,  vw  plans  to  use  the 
latform  as  a  base  for  new  models, 
IS  a  minivan  due  in  1999,  and  to 
oLf  production  in  markets  such  as 
.  By  the  turn  of  the  century,  vw 
be  building  more  than  1.5  million 
ased  cars  a  year,  up  ft'om  800,000. 
?re  are  some  doubts  about  the 
Critics  wam  that  its  higher-end 
ins  may  be  too  expensive,  since 
cm-rent  models  sell  for  $30,000  oi' 

Other  competitors  are  edging  into 
3p  end  of  the  segment  and  will 

grab  some  customers.  A  sister 
.,  the  $18,922  Audi  A3,  which  is 
built    on  the 


same  plat- 
form as  the  Golf,  raced 
tf  to  a  fast  start  last  year  with 
3f  34,000.  And  Mercedes-Benz  will 
into  the  small  car  class  this  year 
ts  new  $20,000  A-Class.  Mercedes 
ts  that  the  car,  which  will  be  in- 
-ed  at  the  Geneva  auto  show  in 
1,  will  sell  200,000  a  year. 
1,  Europe's  best-selling  car  has 
zed  its  rivals  for  14  consecutive 
Despite  its  determined  efforts, 
weight  GM  doesn't  seem  fit  enough 
ch  up  this  time,  either. 

By  David  Woodruff  in  Bonn 


GERMANY 


AUDI'S  RALLY 

KICKS  INTO  HIGH  GEAR 

Can  aggressive  pricing  keep  its  U.S.  revival  humming? 


STAR  VEHICLE 
The  sporty  A4  has 


Barely  able  to  sell  one  Audi  a  week, 
Robert  Roseta  mulled  getting  out 
of  the  business  two  years  ago.  His 
Beaverton  (Ore.)  Audi  dealership  had 
been  in  the  red  for  seven  years  as  car 
buyers  snubbed  the  German  luxury 
brand,  which  long  had  been  dogged  by 
stories  that  one  of  its  models  had  a  dan- 
gerous problem  with 
unexpected  accelera- 
tion. "I  was  hanging 
on  by  my  fingernails, 
and  I  was  beginning 
to  think,  'There's  got 
to  be  a  better  way.' " 
recalls  Roseta. 

Turns    out  there 
was.  Salvation  arrived 
when  Audi  launched 
the  spunky  A4  sedan 
in  late  1995  and  re- 
vived a  brand  that  had 
been    given    up  for 
dead.  The  arrival  of 
the  A4  gave  Audi  a 
chance  to  overhaul  its  caught  OR  with 
whole  organization  by  upscale  boOmerS 
slashing  pnces,  simph-  ^ 
fying  its  model  line,  and  promoting 
youthful  sportiness  rather  than  German 
engineering.  The  result:  Audi's  U.  S. 
sales  soared  51%-  in  1996  as  the  hot  new 
model  finally  put  the  brakes  on  a  10- 
year  sales  sldd.  Audi  ran  into  trouble  in 
1986  when  00  Minutes  ran  a  report 
about  an  alleged  defect  that  caused 
some  Audis  to  slip  into  gear  by  them- 
selves. A  federal  probe  exonerated  the 
company,  finding  that  the  problem  was 
caused  by  driver  eiror.  But  Audi's  im- 
age never  recovered. 
THRESHOLD.  Until  now.  The  A4  is  a  hit 
among  upscale  baby  boomers  and  is 
turning  Audi's  U.  S.  unit,  traditionally  a 
blot  of  red  ink  on  parent  Volkswagen's 
books,  into  a  moneymaker.  It  broke 
even  last  year,  ending  a  string  of  losses, 
and  is  expected  to  turn  a  profit  this 
year,  says  U.S.  chief  Gerd  Klauss. 
Boasts  Klauss:  "We  are  on  the  tlu'eshold 
of  getting  into  the  mainstream." 

Next  up:  a  midsize  sedan  that  can 
deliver  more  profits  than  the  A4,  which 
starts  at  $23,490.  The  A6.  to  be  un- 
veiled in  Geneva  on  Mar  4,  is  expected 
to  start  below  $35,000  when  it  liits  U.  S. 
showrooms  this  fall.  That  will  give  it 
relatively  aggi'essive  pricing  in  a  seg- 
ment where  it  will  compete  with  BMW. 


Analysts  are  optimistic  that  Klauss  can 
keep  a  pricing  edge.  The  dollar's 
strength  against  the  Gemrian  mark  has 
been  helping  all  German  auto  makers 
lately.  But  Klauss  has  made  deeply  un- 
dercutting the  prices  of  German  rivals  a 
central  tenet  of  Audi's  revival  strate- 
gy. The  tactic  helped  boost  Audi's  world- 


wide sales  10'(  last  year,  to 
491,900.  "We  realized  we  didn't 
have  the  image  of  a  bmw  or  a 
Mercedes,  but  we  were  priced 
like  we  did,"  Klauss  says. 

With  its  brand  coming  back, 
Audi  hopes  to  capitalize  on  boomers' 
love  affair  with  European  sports  cars 
like  the  bmw  Z3  by  launching  the  tt 
coupe  and  tts  roadster  in  1999.  The 
humpbacked  two-seaters  will  be  priced 
at  about  $30,000.  Analysts  say  the  mod- 
els will  help  Audi  reduce  its  dej^endence 
on  Northeast  and  Northwest  markets. 

Audi  is  hot  in  cold  climes  because  of 
the  "Quattro"  feature  it  offers  on  most 
models.  Audi  cemented  its  comeback  by 
cutting  the  price  of  the  all-wheel-drive 
option  82%,  to  $1,600.  Sales  of  Quattro- 
ecjuipped  models  jumped  sixfold  from 
1994  to  1996.  But  the  feature  will  be 
less  of  an  advantage  as  rival  European 
and  Japanese  upscale  all-wheel-drives 
hit  the  market,  starting  with  the  Mer- 
cedes M-class  due  out  this  fall. 

That  looming  competition  is  likely  to 
keep  Audi  fi"om  ever  matching  its  go-go 
years  of  the  1980s,  when  U.  S.  sales 
"peaked  at  74,000  in  1985.  But  analysts 
predict  it  can  double  its  1996  sales  of 
27,379  by  2000.  Dealer  Roseta,  for  one, 
already  has  enjoyed  a  fourfold  sales  in- 
crease since  1994.  "Now  my  problem  is 
that  I  can't  get  enough  cars,"  he  says. 
That's  the  kind  of  acceleration  glitch  a 
company  doesn't  mind  so  much. 

By  Keith  Naughton  in  Detroit 
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International  Business 


CHINA 


THE  PARTY  IS 
THE  PROBLEM 

Progress  demands  that  Jiang 
curb  the  Communist  elite 

It  wasn't  the  type  of  public  display 
Chinese  television  viewers  are  used 
to  seeing  from  their  taciturn  leaders. 
Speaking  at  a  eulogy  foi-  Deng  Xiaoping, 
who  died  on  Feb.  19,  President  Jiang 
Zemin  openly  sobbed  as  he  praised  the 
Communist  Party  patriarch  and  vowed 
a  "deepening"  of  the  reforms  Deng 
launched  18  years  ago. 

Whether  it  was  heartfelt  or  merely 
political  theater,  Jiang's  emotional  per- 
formance conveyed  the  enormous  strain 
he  will  face  in  living  up  to  his  promise 
to  "make  greater  contributions"  than 
his  predecessor.  It's  true  that  Jiang,  70, 
has  amassed  the  most  powerful  titles 
in  China,  including  head  of  the  party, 
state,  and  military.  But  it  is  unclear 
whether  he  can  tackle  the  biggest  chal- 
lenge of  all:  reforming  China's  Commu- 
nist Party  and  easing  its  mb^^^hhb 
iron  gi'ip  on  power. 
COLLISION.  Beijing's  re- 
luctance to  reform  its 
stifling  political  system 
affects  much  more  than 
the  fi-eedom  to  dissent. 
The  party  wields  enor- 
mous economic  influence 
through  powerful  min- 
istries, and  cadres  and 
their  children  hold  posts 
in  state  and  local  enter- 
prises. The  upside  is 
that  many  influential 
Communist  leaders  now 
have  a  vested  interest  in 
preventing  any  big  roll- 
back of  market  reforms. 
"Everybody  who  has 
any  power  sujjports  re- 
form for  selfish  reasons," 
says  Shan  Li,  Hong 
Kong-based  executive  di- 
rector at  Goldman,  Sachs 
(Asia). 

But  the  interests  of 
the  cadres  often  collide  with  the  inter- 
ests of  the  market.  The  courts  now  play 
a  bigger  role  in  mediating  business  dis- 
putes, but  fairness  quickly  disappeai's 
when  a  well-connected  official  is  in- 
volved in  a  controversy.  People  are  free 
to  start  small  shojjs  and  buy  stocks,  but 
they  are  forbidden  from  organizing  an 


DENG'S  MOURNERS 


Jiang  wept  openly  as  lie  gave  tlie  eulogy  for  liis  mentur 


WHY  REFORM 
SCARES  THE  PARH 

ECONOMICS  The  confus- 
ing blend  of  capitalism  and 
state  ownership  means  par- 
ty cadres  have  an  interest 
in  resisting  privatization  of 
state  enterprises  and  open- 
ing China's  markets  to 
imports 

LEGAL  SYSTEM  Because 
the  party  still  uses  the 
courts  to  impose  authoritar- 
ian rule,  efforts  to  reduce 
arbitrary  decisions  in  busi- 
ness, criminal,  and  politi- 
cal cases  can  only  go  so  far 

IDEOLOGY  With  Marxism 
and  most  of  the  party's 
founders  dead,  the  regime 
gropes  for  a  rationale  for  its 
monopoly  on  power 
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indei)endent  chamber  of  commerce  or 
publishing  an  unapproved  financial 
newsletter. 

The  party's  pervasiveness  also  im- 
pedes the  privatization  of  state  enter- 
prises. Some  leaders,  eager  to  preserve 
one  of  socialism's  last  bastions,  want  to 
■MMM^^H  bolster  the  state  sector 
rather  than  shrink  it. 
Furthermore,  cadres 
ninning  these  companies 
do  not  want  to  lose  pow- 
er or  perks.  State  di- 
nosaurs account  for 
about  40%  of  industrial 
output  and  have  nm  up 
$240  billion  in  bad  loans. 

The  party's  supi'ema- 
cy  meanwhile  places  lim- 
its on  the  reform  of 
China's  arbitrary  legal 
system.  Lately,  there  has 
been  some  progress, 
such  as  a  new  criminal 
pi'ocedure  law  that  limits 
the  time  suspects  can  be 
held  wathout  charge.  But 
an  independent  judicia- 
ry would  undercut  the 
party's  control. 

As  leaders  jockey  for 
power  in  the  i-unup  to 
the  15th  Piuly  Congi'ess, 
some  may  seize  on  these 
issues.  The  chairman  of  the  National 
People's  Congress,  Qiao  Shi,  has  been 
calling  for  a  greater  nile  of  law.  And  on 
a  recent  trip  to  Shanghai  and  Jiangsu 
Province,  Qiao  declai'ed  there  must  be  a 
"sense  of  urgency"  in  reforming  state 
enterprises.  Jiang  and  other  politicians 
are  vulnerable  to  attacks  fi'om  hard-lin- 


ers as  well.  Days  after  Deng's  dea, 
Maoist  ideologue  Deng  Liqun  (no  n 
tion  to  Deng  Xiaoping)  bitterly  attai 
Jiang  and  Deng  for  undermining  - 
state  sector  and  veering  from  MaiSi 
doctrine. 

PLAYING  SAFE.  There  are  legitimatt 
sons  for  the  party  to  wony.  One  i.- 
that  workers  will  take  to  the  stret  i 
protest  job  losses  and  revolt  ag^t. 
party  and  government  leaders.  D''- 
matic  sources  say  that  as  many  as 
of  workers  at  state  companies  in 
northern  industrial  city  of  Shen 
have  not  been  paid  for  months.  Sn 
problems  are  arising  in  Tianjin,  ;! 
not  far  from  Beijing. 

Keeping  the  economy  churning  i 
pecially  important  because,  withw 
demise  of  Marxism  as  a  credible  idio 
gy,  there  is  little  other  justificatin 
the  party's  dictatorship.  But  rathei 
fioat  big  new  ideas  for  manning  < 
now,  Jiang  is  sticking  to  safer  thi 
One  is  his  ongoing  call  for  a  "spii 
civilization,"  a  combination  of  nation  ■ 
and  traditional  Chinese  and  socialis 
ues  that  apparently  is  meant  to  fi 
ideological  void. 

The  risk  is  that  social  pressure 
e.\j)lode,  pei'haps  because  of  a  shari 
nomic  downturn.  That  would  foi'r 
party  to  come  up  with  a  new  jus 
tion  for  retaining  control.  But  if 
has  his  own  grand  vision,  so  far  li 
not  articulated  it.  To  sui-vive  in  tin 
run,  Deng's  heirs  will  need  to  di 
strate  more  than  an  ability  to  lo" 
for  No.  1. 

By  Joyce  Baniathan  in  Beijiiii 
Bruce  Einhorn  in  Hong  Kong,  wii 
reau  reports 
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Everybody  knows  network  computing  is  hot. 


Industry  analysts  know  thatTivoli  Systems  is  red  hot. 


Tivoli  customers  know  that  Tivoli  software  can  dramatically  reduce 
the  cost  of  managing  network  computing.  Now  that's  wicked  hot. 


You  know  that  network 
computing  technologies  such  as 
client/server,  intranets  and  Java 
are  revolutionizing  the  world  ot 
corporate  computing.  Wliich  is 
why  Tivoli's  TME  10  manage- 
ment solution  is,  well,  hotter 
than  a  chili  pepper  in  Texas,  our 
home  state.  It's  the  software  that 
manages  network  computing. 

With  IBM  behind  us, Tivoli^' 
had  a  record  year  in  1996  and 
an  explosive  4th  quarter.  In  the 
Americas.  Europe.  Everywhere. 
TME  10  sales  in  December 
alone  exceeded  Tivoli's  total 
revenue  for  the  previous  year. 


Which  makes  Tivoli  one  of  the 
most  dramatic  growth  stories  in 
the  entire  software  industry. 
Ever. 

Is  it  because  Tivoli  provides 
the  best  technology  for  man- 
aging networks,  systems  and 
applications  across  all  major 
computing  platforms  —  MVS,' 
UNIX,  Windows  NT,  NetWare, 
Windows  and  others  —  from 
data  center  to  the  desktop.' 

Is  it  because  Tivoli  has 
literally  built  an  industry 
around  TME  10  —  allowing 
customers  to  choose  compatible 
products  from  more  than  350 

Managing  Network  Computing.  The  Smart  Way. 


leading  vendors  in  our  10/Plus 
Association.' 

Or  is  it  because  the 
resources  of  IBM  allow  us  to 
deliver  our  unique  management 
solution  worldwide,  with  unpar- 
alleled service  and  support? 

Answer:  It's  all  ot  the 
above  —  and  more! 

In  1997,  as  more  and  more 
companies  around  the  gK)be 
embrace  TME  10,  look  tor  Tivoli 
to  get  hotter  —  and  knock  the 
competition  cold.  To  tind  out 
why  Tivoli  is  hotter  than  a  hilly 
goat  in  a  pepper  patch,  visit  our 
Website  at  www.tivoli.com. 


Tivoli  IS  a  registered  tr.idemark  and  TME  10  is  a  trademark  ot  Tivoli  Sysrems.  Inc-  IBM  is  a  regisrered  trademark  of  Internatumal  Business  Maehines  Corporation. 
UNIX  is  a  registered  trademark  in  the  United  States  and  other  countries,  hcensed  exclusively  through  X/Open  Company  Limited-  Windows  and  Windows  NT  are  registered  trademarks 
or  trademarks  of  Microsoft  Corp.  All  other  company  and/or  product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies.  ©  1997  Tivoli  Sysrems,  Inc. 


Seriously 

fast 
surfing. 


Introducine  K56flex:" 
The  hot  new  56  Kbps  nriodem  technology.  Works  ove 
existing  phone  lines  up  to  twice  as  fast  as  most  nnod 
Lets  you  surf  the  web  without  the  wait. 
Technology  pioneered  by  Bell  Labs. 
Enjoys  support  of  almost  400  leading 
high-tech  companies,  including.  PC  makers 

(like  Compaq,  Hewlett-Packard  and  Toshiba),  mod(j 

i 

manufacturers  (like  Hayes  and  Multi-Tech  Systerrl^j 
nearly  300  internet  service  providers  (like  PSINell 
and  UUNet)  and  their  network  equipment  provid|' 
(like  3Com,  Cisco  Systems,  Inc.  and  Livingston 
Enterprises,  Inc.), 
It's  like  totally  awesome,  dude. 


microelectronics  group 


Lucent  Technologies 

Se/I  Labs  Innovations 

Brrkcl       M  '^'''^  ^-"V 

"'f  '/H-ivw  lu,  """Shtv  NJ  07922 


o 


We  make  the  things  that  make  communications  work' 


K56tlex  IS  a  trademark  ot  Lucent  Technologies  and  Rockwell  1^ 
Alt  other  company  names  are  registered  trademarks  or 
of  their  respective  owners    ©  1997  Lucent  r 


ternational  Outlook 


D  BY  JOHN  TEMPLEMAN 


iXIGO'S  DRUG  PROBLEMS 
!E  ALSO  NAFTA'S 


sident  Bill  Clinton's  first  official  visit  to  Mexico  on 
pr.  11-12  was  planned  as  a  triumphal  tour.  It  was  in- 
nded  to  trumpet  the  success  of  the  three-year-old 

American  Free  Trade  Agi'eement  that  has  boosted 
yiexican  trade  20%  annually  since  1994.  Clinton  also 
d  to  celebrate,  with  Pi"esiderit  Ernesto  Zedillo  Ponce  de 
his  winning  $20  billion  gamble  to  bail  out  the  Mexican 
wo  years  ago  over  objections  in  the  U.  S.  Congi-ess. 

a  string  of  drug  corruption  scandals  in  Mexico  has 
ily  turned  Clinton's  dream  trip  into  a  diplomatic  night- 
He  is  now  fighting  to  stop  his  Latin  America  policy 
unraveling  altogether.  Even  the 
!  of  NAFTA  itself  is  on  the  line, 
essional  opponents  fi"om  both  par- 
lay  introduce  legislation  to  alter 
lo  the  pact  after  the  Administra- 
isues  a  mandatory  report  on  it  in 
'People  who  felt  we  were  validat- 
:oiTupt  system  by  embracing  naf- 
N  feel  their  views  have  been  rati- 
says  a  senior  congressional  staffer. 
EYE.  Any  hope  Clinton  had  of  us- 
exico  as  a  lever  to  spread  nafta 
ership  is  in  tatters  as  Congi'ess 
jnthusiasm  for  close  ties  with  the 
,.  "We  ignore  drug  trafficking  by 
an  government  officials ...  as  long  as  we  can  sell  more 
nald's  hamburgers,"  complains  Representative  Fortney 
'  Stark  (D-Calif.) 

'  trouble  began  Feb.  18  when  Mexico  abruptly  dis- 
1  Army  General  Jesus  Gutien*ez  Rebollo,  who  headed 
tional  antidrug  agency,  accusing  him  and  36  aides  of  be- 
the  pocket  of  traffickers.  Mexican  officials  failed  to  warn 
Ministration  of  their  suspicions  about  Gutieirez,  who 
earlier  had  received  high-level  intelligence  briefings  in 
figton.  A  ton-ent  of  U.  S.  and  Mexican  press  revelations 
a  the  picture  by  the  day.  Some  reports  allege  that  two 


ZEDILLO:  Can  he  )nitllijii  <_'(iii/to/ 


governors  fi^om  Zedillo's  naling  party  also  have  links  to  major 
traffickers.  Others  allege  that  the  father  of  disgi-aced  former 
President  Carlos  Salinas  de  Goitari,  as  well  his  brother  and 
other  kin,  were  deeply  implicated  in  ding  corruption. 

The  scandals  are  engulfing  Mexico  in  a  big  election  year. 
Half  of  its  congressional  seats,  six  govemorships,  and  the 
mayorship  of  Mexico  City  are  up  for  gi-abs  in  July.  Polls 
show  Zedillo's  Institutional  Revolutionary  Party  (PRI),  which 
has  dominated  Mexican  politics  for  seven  decades,  stands  to 
lose  control  of  Mexico  City  and  several  governorships.  With 
an  eight-point  nationvride  lead,  however*,  the  pri  may  still  hold 
on  to  its  congressional  majority. 
HILL  CAMPAIGN.  Zedillo,  a  technocrat  who 
is  not  implicated  in  the  scandals, 
promised  to  attack  comiption  vigorous- 
ly. But  his  fii'st  attempt  to  do  so  by  in- 
volving the  Ai'my,  long  considered  Mex- 
ico's least  corrupt  institution,  backfii'ed. 
Analysts  believe  he  must  now  com- 
pletely overhaul  Mexico's  legal  and  ju- 
dicial system.  Zedillo  snaps  that  it's  ab- 
surd to  claim  that  Mexico  is  "a  comipt 
country  full  of  criminals." 

But  that's  now  the  way  it  looks  from 
Capitol  Hill.  So  Mexico  is  moving  to 
shore  up  its  badly  battered  reputation 
there.  It  is  beefing  up  the  congressional  liaison  staff  at  its  em- 
bassy. And  it  will  use  its  41  consular  offices  around  the  U.  S. 
to  relay  positive  news  about  nafta  to  local  legislators.  The 
trouble,  warns  Javier  Trevino,  undersecretaiy  for  international 
cooperation  at  the  Mexican  foreign  ministry,  is  that  as  Zedil- 
lo acts  to  clean  house,  the  stink  of  corniption  may  get  worse. 

At  this  stage,  though,  Mexico  doesn't  have  any  alternative. 
And  it  must  produce  quick  i-esults,  othei-wise  America's  trade 
courtship  with  Mexico  could  end  up  on  the  rocks. 

By  Geri  Smith  in  Mexico  City,  with  Richard  S.  Dunham 
in  Washington 


LOBALWRAPUP 


MLIN  HEADS  TO  ROLL? 

ger  to  prove  that  he's  back  in 
ge  after  seven  months  of  illness, 
;ian  President  Boris  N.  Yeltsin  is 
ing  a  Cabinet  reshuffle.  Local 
ipapers  predict  that  Prime  Minis- 
'^iktor  S.  Chernomyrdin  will  be 
iced  soon  by  Yeltsin's  chief  of 
.  Anatoly  B.  Chubais.  But  Cher- 
/rdin,  59,  a  survivor  of  other 
eups,  could  well  beat  the  odds 
1 — even  though  Yeltsin  pinned 
e  for  the  government's  failure  to 
Adages  and  pensions  on  him. 


Kremlin  watchers  say  a  more  likely 
scenario  is  that  Yeltsin  will  slash  the 
ranks  of  other  ministers  after  his  Mar.  6 
state  of  the  union  message.  Labor  Min- 
ister Gennady  G.  Melikyan,  Defense 
Minister  Igor  Radionov,  Economics 
Minister  Yevgeny  G.  Yasin,  and  Pension 
Fimd  head  Vasily  Barchuk  could  go, 
along  with  several  deputy  ministers. 

A  FANNIE  MAE  FOR  INDIA 

►  India's  new  $500  milhon  Infrastruc- 
ture Development  Finance  Corp. 
(IDFC)  will  be  modeled  on  the  U.  S. 
Federal  National  Mortgage  Assn. 


IDFC  Chairman  Deepak  Parekh,  a 
high-profile  mortgage  banker  in  the 
private  sector,  figures  that's  the  best 
way  of  avoiding  the  bureaucracy  and 
political  meddling  that  have  long 
bedeviled  India's  efforts  to  finance 
infrastructure — from  telecommunica- 
tions to  ports  and  roads. 

The  Madras-based  agency,  due  to 
open  for  business  on  July  1,  will  focus 
on  credit  enhancement  and  refinancing 
rather  than  direct  lending.  The  Indian 
government,  a  minority  40%  share- 
holder in  IDFC,  will  provide  loan  guar- 
antees for  projects. 
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Send  1  million  packages  to  japan  without  a  single  customs  form. 


That's  what  one  oj  our  customers  did  last 


year.  Global  Package  Link  '  handles 


everything  it  takes  to  ship  overseas- 


even  speeding  voiir  packages  through 


custonis*  If  you  re  serious  about  doing 


business  globally,  well  sweat  the  details. 


Ask  for  the  world.  We'll  deliver. 


m  GLOBAL  DELIVERY 
SERVICES 


UNITED SmTBSPOSm  SERVICE 


FOR  GL(3BAL  DELIVERY  SERVICES  INEORMATION,  CALL  1 -800-THE-USPS,  EXT.  2037 

•Alihi'iigh  CPAs  provnlL->  d(.-cl.ir.iii..nis  dI  tuntunis  ,ind  valur,  .ill  |\itk.igi'i.  .ire  miIiu'lI  to  in-.pL'i^iii>n  ji  the  diSLreuon  of  customs  agents  in  destination  countries  ©  IsJ^V  USPS 
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New 

Customer  Focus 

New  Solutions  for  Rising  Demands 


^^^^^^     ention  "logistics"  to  most  people — even  many  busi- 

I         I     ness  executives — and  the  first  thought  that  comes  to 
JBB^B     mind  is  the  militan-.  In  one  sense  of  the  word,  that 
association  is  on  target.  Military  logistics  is  the 
process  of  moving  men,  material,  and  supplies  to  support  an  oper- 
ational mission. 

In  the  business  world,  though,  logistics  has  a  broader  mean- 
ing. .According  to  the  Council  of  Logistics  Management,  an  inter- 
national organization  of  supply-chain  professionals,  business  logis- 
tics is  "the  process  of  planning,  implementing,  and 
controlling  the  efficient,  effective  flow  and  storage 
of  goods,  services,  and  related  information  from 
point  of  origin  to  point  of  consumption  to  meet 
customer  requirements."  Put  simply,  it's  the 
process  of  getting  the  right  product  to  the  right 
customer  at  the  right  time  and  at  the  right  price. 


right  customer 


MARKET 

The  logistics  market — defined  as  all  of  those  activ- 
ities associated  with  moving  product  and  raw  mate- 
rial through  the  supply  chain  to  the  consumer — is 
huge.  And  it's  growing  e.xponentially.  Logistics 
incorporates  all  ot  the  freight  transportation  modes 

such  as  trucking,  rail,  air- 
freight, ocean,  and  barge.  It 
includes  warehousing,  inven- 
'.or\-  management,  and  fleet 
operations.  Freight  forward- 
ing and  customs  brokerage 
^enices  are  part  of  the  logistics 
mix,  too,  as  are  the  software 
and  information  technolog)' 
used  to  support  the  flow  of 
goods  to  market. 

The  total  logistics  mar- 
ket— now  somewhere  in  the  $600  to  S700  billion  range — will  grow^ 
to  S900  billion  by  the  year  2000.  "Logistics  is  dri\ing  the  capital  value 
not  only  of  companies,  but  also  of  our  national  economy,"  says  Mike 


i<^|p|t  the 


Jenkins,  president  and  CEO  of  the  North  American  Logistics , 
ciation  in  Park  Ridge,  111.  "Logistics  costs  represent  more  than  1( 
cent  of  our  nation's  gross  domestic  product  and  tspically  accou 
10  to  15  percent  of  a  company's  gross  sales." 

A  joint  study  by  the  National  Industrial  Transportation  L 
and  Logistics  Management  magazine  confirms  the  new  strategi 
that  logistics  now  plays.  More  than  t\vo  thirds  of  the  logistics  p 
sionals  sur\'eyed  said  that  top  management  regularly  seeks  their 
on  how  logistics  can  pro\ide  the  company  with  competitive  a 
tage  by  enhancing  customer  satisfaction  and  hot 
profitabihty.  That's  a  far  cry  from  a  decade  or  tw 
when  traffic,  transportation,  and  wareho 
departments  were  \iewed  as  necessary  e\ik  du 
more  to  do  with  adding  costs  than  generating p 
"Logistics  is  really  evolving  fVom  a  functic 
a  strategic  operation,"  obsen'es  Da\id  B.  Edn 
vice-president  of  corporate  sales  for  Akron,  Ohio 
Caliber  System,  Inc."We're  now  seeing  more  i 
tives  at  the  officer  level  becoming  involved  in  lo 
activities."Caliber  System  is  the  parent  of  four 
ating  companies — RPS,  Viking  Freight,  R 
E.xpress,  and  Caliber  Logistics — that  offer  a 
package,  freight,  expedited,  and  logistics  sen 


time 


Like  Roberts  Express.  Caliber  Logistics  also 
uses  Qualcomm  units  to  enable  up-to-tfie 
minute  shipment  information. 


SERVICE  PROVIDERS  ARE  THE  KEY 

Recognizing  that  an  integrated  logistics  strategv'  can  pro\ 
tainable  competitive  advantage  is  only  the  first  step.  Compai  ; 
have  to  implement  that  strategv' — increasingly  on  a  glob- 
Here's  where  the  providers  of  logistics  services  come  in.  1 : 
the  motor  carriers,  airfreight  companies,  railroads,  and  ocean 
that  provide  the  equipment  and  services  needed  to  execute 
to-market  strategv-. 

In  addition  to  these  transportation  carriers,  a  new  breec 
vice  provider  has  emerged  called  third-partv'  or  contract  1 
companies.  These  specialists  provide  a  bundle  ot  value-adc 
vices,  including  many  tasks  that  the  customers  at  one  tir 
formed  in-house. 

Companies  today  are  demanding  more  and  more  fi-oij 
service  providers  and  the  good  ones  are  responding.  They  waiii 
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ou're  making 
ansportation 
ecisions. 
ou're  doing 
le  work  of 
.3  people, 
ou're  putting  in 
0-hour  weeks. 

top  working 
o  hard. 


Customized  solutions. 
Satisfied  customersf" 


\Ne  understand  what  you 
go  through  to  meet  your 
company's  transportation 
and  logistics  demands. 
At  Caliber  System,  we  can 
make  your  job  a  lot  easier 
by  customizmg  solutions 
for  even  the  most  complex 
supply-chain  challenges. 
Call  us,  and  we'll  tailor  a 
program  that  integrates  the 
right  mix  of  small-package, 
freight,  expedited  and 
logistics  services  to  help 
your  company  realize  new 
efficiencies.  And  you? 
You  may  even  have  time 
to  take  a  lunch. 


1 -888-4CALIBER  Or  on  the  information  highway  at  www.calibersys.com 


cauBSP 


Special  Advertising  Section 


CALIBER  SYSTEM,  INC. 

Caliber  System,  Inc.  provides  a  broad  range  of  trans- 
portation, logistics,  and  related  information  through 
four  operating  units:  RPS,  Viking  Freight,  Caliber 
Logistics,  and  Roberts  Express.  By  integrating  the  prop- 
er mix  of  small-package,  freight,  contract  logistics,  and 
expedited  capabilities.  Caliber  can  customize  transporta- 
tion solutions  that  meet  customers'  specific  supply-chain 
challenges  and  optimize  efficiencies.  More  significantly, 
Caliber  has  the  technological  expertise  to  link  its  oper- 
ating companies'  information  systems  to  create  such 
benefits  as  single-point-of-contact  customer  service.  The 
key  to  Caliber's  strategy  is  flexibility  and  ease  of  use. 
Whether  a  customer  prefers  to  work  one  on  one  with 
individual  service  channel  or  wants  to  combine  a  number 
of  different  modes  for  a  more  tailored  program.  Caliber 
has  the  people,  technology,  and  resources  to  respond  to 
any  need.  For  more  information  on  Caliber  System,  call 
1-800-4CALIBER  (422-5423) 
or  visit  the  company's  home 
page  on  the  World  Wide  Web 
at  www.calibersys.com. 
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than  (List  a  truck  to  haLiI  goods  or  a  warfhinrse  to  store  spare  parts. 
Instead,  they  insist  on  logistics  solutions  that  will  help  them  achieve 
their  overall  business  goals.  They  want  programs  that  will  speed 
goods  to  market,  reduce  inventories  in  the  pipeline,  and,  at  the  end 
ot  the  day,  improve  profitability. 

"Customers  want  a  logistics  provider  that  not  only  manages  their 
supply  chain,  but  also  provides  the  multimodal  transportation  services 
to  streamline  it,"  says  Randy  c;iark,  managing  director  of  Emery  Glob- 
al Logistics.  "Logistics  providers  must  be  able  to  handle  ocean  freight, 
airfteight,  trucking,  and  customs  brokerage,  utilizing  advanced  soft- 
ware to  manage  the  transportation  flow  and  optimize  routings." 

ome  ot  the  techniques  developed  to  leverage  logistics 
have  by  now  become  part  of  the  business  vernacular. 
They  include  just-in-time  ()IT)  distribution,  where- 
by product  is  delivered  to  the  assembly  line  or  the 
retail  outlet  iust  when  it  is  needed — and  not  before.  The  grocery 
industry  has  launched  an  ambitious  efficient  consumer  response 
(ECR)  initiative  to  take  excess  inventory  and  costs  out  of  the  distri- 
bution pipeline. 


All  ot  these  techniques  have  a  common  denominator.  Tl 
stress  speedy,  reliable,  time-definite  service.  "For  carriers,  time-c 
inite  delivery  is  a  necessity,"  emphasizes  Bernard  ].  LaLonde,  p| 
fessor  emeritus  of  logistics  at  Ohio  State  University.  "The  wincl 
is  closing  and  it's  going  to  keep  on  closing." 

SuccesstuI  companies  recognize  this  and  have  put  in  place  |: 
grams  that  respond  to  that  imperative.  Here  are  a  few  example^ 
Consolidated  Freightways  has  created  a  "Business 
Accelerator  System"  designed  to  speed  transit  times  and 
deliver  product  within  a 
tight  time  window  tai- 
lored to  customer 
requirements.  The 
nationwide  motor  carrier 
completely  restructured 
its  network  to  develop 
this  service,  closing  or 
consolidating  a  number 
ot  terminals, 
"t"  Another  major  trucking 
company.  Roadway 
Express,  offers  "Express 
From"  service  to  speed 
the  movement  of  domestic  and  international  freight. 
Using  the  same  Sabre  scheduling  technology  pioneered 
the  airlines.  Roadway  schedules  departures  based  on  the 
service  needs  of  the  customer,  rather  than  waiting  for  a 
truck  to  fill  up  as  is  the  traditional  practice. 
"1"  When  treight  can't  wait  tor  expedited  trucking,  Roberts 
Express  offers  immediate  door-to-door  service  on  equip 
ment  dedicated  exclusively  to  the  customer.  LIsing 
advanced  satellite  communications  technology,  Roberts 
Express  will  dispatch  anything  from  a  van  to  a  tractor- 
trailer  unit — 24  hours  a  day,  365  days  a  year, 
"t"  Federal  Express  has  launched  a  new  service  that  lets 
companies  fulfill  orders  that  are  made  on  the  Internet. 

STREAM  Li  NJE  D  T  R  A  N  f  PO  R  JATI O  N 
SECTOR 

The  increasing  customer  demands  that  fostered  these  exp 
services  reflect  a  new,  intensely  competitive  transpctation 
ronment.  The  inefficient  have  been  driven  from  the  industi 
survivors  forced  to  restructure  and  streamline  to  become  sti 
And  nowhere  is  this  any  truer  than  in  the  less-than-truckload 
segment  of  the  motor  carrier  industiy. 
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What's  the  difference 
between  RPS  and  UPS? 


94331 


One  letter. 

Plus  a  \^llole  new  way  of  doing  business. 

As  the  fastest-growing  small-package  carrier  in  histoiy, 
RPS  gives  yoLi  choices. 
Like  delivery  to  every  business  in  North  America, 
free  en  route  tracing  (even  on  the  hiternet!), 
and  shipping  services  that  really  do  save  time  and  money. 
So  whether  you  ship  packages 
or  receive  them  —  10  a  day  or  10,000  — 
one  letter  does  make  a  world  of  difference. 


RPS.  Delivering  more  than  your  package. 

1-<S()0-ROADPAK  ( 702-372S ) 
w  wvv'  .shiprps.com 


;Fh^  Best 
Kept  Secret 
in  the 
Logistics 
Software 
Industry . . . 

Yoii  may  not  have  seen 
advertising  for  InterTrans 
Logistics  Solutions'" — there 
hasn't  really  been  any.  Instead, 
over  the  past  six  years,  we  liave 
been  concentrating  on  the 
development  of  our  world  class 
suite  of  logistics  and  supply 
chain  solutions. 

On  the  sheer  strength  of  our 
products,  hiterTrans  has 
assumed  a  leadership  position  m 
the  logistics  software  industiy 
Our  Venture"'  suite  of 
applications  covers  the  full  range 
ot  logistics  functions  to  address 
the  needs  ot  the  shipper  and  the 
third  party  logistics  provider. 

Mtilti-Platform, 
Client/Server  Applications 
for: 

Supply  Chain  Modeling 

Third  Party  Logistics 
Transportation  Modeling 
Freight  Management 
Freight  Optimization 

Call 

1-800-267-7475,  Ext.  504 

to  discover  the  secret 
already  uncovered  by 
many  of  the  world's 
largest  manufacturers, 
distributors,  and 
logistics  companies. 

I NTERTRANSHylclMifiH SOLUTIONS  ' 
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ROADWAY  EXPRESS,  INC. 

More  than  66  years  ago,  the  newly- 
founded  Roadway  Express,  Inc., 
moved  a  load  of  automobile  tires 
from  Akron  to  St.  Louis — just  the 
beginning  of  this  leading  motor 
carrier's  commitment  to  reliable, 
responsive,  efficient  service. 

Today,  Roadway  Express  offers 
the  highest  quality  freight  trans- 
portation services  between  all  50 
states,  Canada,  Mexico,  Puerto  Rico, 
and  Japan,  plus  export  services  to  65 
countries  on  five  continents 
through  90  bill  of  lading  ports.  The 
company's  26,000  transportation 
professionals — drivers,  dock  work- 
ers, customer  service  reps,  and 

ROAPWAY 


"Today's  competitive  arena  has  forced  everyone  to  position  tlicmsclves  foi  u 
operating  cflicicncy,"  observes  Don  Schaefer,  a  spokesman  tor  the  Midwest  1 1 1 
Association.  "This  moans  consolidating  terminals,  eliminating  multiple  handlin;, 
instituting  cross-docking  procedures  that  expedite  the  flow  of  freight." 

As  this  dynamic  industry  moves  toward  the  21st  century,  the  old  dichotomy  ol  n 
al  and  regional  motor  carriers  no  longer  applies.  According  to  Alex.  Brown  &  Sons, 
timore-based  investment  hanking  firm  that  closely  tracks  the  industiy,  a  more  a^  i 
industry  segmentation  today  includes  these  components: 

"t"  Longhaul  truckers.  These  unionized  national  carriers  serve  all  points  in  the 
L'nited  States.  They  operate  extensive  hub  and  spoke  networks  (which  thc\'  \ 
been  vvorkmg  hard  to  consolidate).  The  "Big  Four"carriers  in  this  category- 
Consolidated  Freightways,  Roadway,  Yellow,  and  ABI- — account  for  rougbb 
percent  ot  all  LTL  revenues. 

"t"  Superregionals.  This  new  breed  ot  carrier  defles  the  traditional  national/regin 
pigeonholing,  says  Alex.  Brown.  Like  the  nationals  they  operate  some  hub-an<. 
spoke  networks,  yet  their  average  length  of  haul  is  between  400  and  750  miles. 
Though  the  superregionals  run  mostly  two-day  service  lanes,  they  also  do  a  lo 
overnight  delivery.  Well-known  names  among  this  group  of  mostly  non-unio 
carriers  include  Viking  Freight  System,  American  FYeightways,  and  the  t^on-V 
Transportation  companies.  'This  growing  category  generates  about  30  percent 
revenues  in  the  ITL  sector. 
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Founded  in  1930,  Roadway  Express,  Inc.  is  one 
of  the  nation's  leading  less-Chan-truckload  (LTL) 
motor  carriers. 


mechanics —  form  the  most  skilled, 
the  most  reliable,  and  the  safest 
work  force  in  the  industry. 

With  long  experience  and  a 
broad  array  of  capabUities  to  cover 
any  shipping  need.  Roadway  gives 
customers  the  best  value  for  their 
transportation  dollar  plus  exten- 
sive, point-to-point,  seamless  world 
coverage. 


Sneak  Preview 

''Roadway  helps  stage  Hollywood  opening  hit!" 

Dave  and  Buster's  had  a  problem.  In  the  process  of  opening 
their  newest  store,  a  mishap  with  a  vendor  resulted 

being  placed  on  the 


two  shipments 


same  truck.  But  one  of  those  shipments  was 
WMUBMmimi^iMnvinm  in  Hollywood; 
Florida  for  a  Sneak  Preview  Party  at  their  newest  store. 
Roadway  Customer  Service  Representative  Diane  Martin 
came  through  with 


a  star  performance. 


As 


D&B  Corporate  Warehouse  Manager  Kevin  Molden 
puts  it,  "Diane  was  able  to  locate  the  shipment, 
intercept  the  order  and  get  it  to  the  store 
of  their  Sneak  Preview 
Party.  Without  her  knowledge,  concern  and 
follow-through,  our  new  store  would  have  gotten 
off  to  a  less  than  favorable  start." 


Reliable. 

Responsive. 

Roadway 

Express  blends  the  most  efficient 

network  with  the  best  work  force  in  the 
industry  to  deliver  exceptional  customer 


service. 


ROADWAY 

express 

nter  today  or  Roadway  toll-free  at...  1-800-257-2837  http://vvww.roadway.com  e-mail:  rexmail@roadway.com 

tional  Service.  .  .No  Exceptions' 


Introducing  Acacia  Technologies^" 
See  the  forest.  And  the  trees. 


ifacturing.  distribution,  personnel,  scheduling,  warehousing-how  can  you  keep  your  eye  on  the  big  picture  without 
g  control  of  the  details  of  your  business?  Acacia  Technologies.  You  may  not  know  our  name,  but  you're  sure  to 
jnize  our  products.  Industry  standards  such  as  CA-PRMS"and  CA-Warehouse  BOSS."  And  with  over  2.000  IBM 
DO-based  systems  up  and  running  in  22  countries  around  the  world, 

ia  has  the  experience  and  expertise  to  integrate  the  operations  of  J|  I 

manufacturing  and  distribution  business  from  the  ground  up.  g  \I       I  Aw\ 

et  us  introduce  ourselves  to  you.  Call  1-800-523-5260  or  visit  us  at        '  l#  m,« 

/www.acaciatech.com.  An  independent  business  unit  of 


An  independent  business  unit  of 
Computer  Associates  International.  Inc. 
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EMERY  WORLDWIDE  TAKES 
GLOBAL  PERSPECTIVE 

A  proven  leader  with  more  than  50  years  of  interna- 
tional transportation  and  logistics  experience, 
Emery  Worldwide  keeps  shipments  moving  for  For- 
tune 500  customers,  the  U.S.  government,  foreign 
governments,  and  200,000  other  shippers  around  the 
world.  Emery  provides  air,  ocean,  customs  broker- 
age, and  logistics  services  through  a  global  infra- 
structure in  more  than  98  countries  worldwide. 

Through  its  Global  Logistics  unit,  Emery  offers 
customers  an  aU-encompassing  approach  to  logistics 
management.  Some  of  the  coordinated  single-source 


services  provided  by  Emery  Global  Logistics  include 
supply  chain  management;  customized  information 
technology;  inventory  control;  warehousing;  distribution 
and  transportation  management;  project  management; 
QuickSource  warehousing;  customer  service/order  ful- 
fillment; and  freight  auditing  and  payment. 

The  principal  mission  of  the  transportation  indus- 
try today  is  to  help  customers  remain  competitive  in  an 
increasingly  complex  global  environment.  Emery 
Worldwide  has  evolved  accordingly  to  provide  creative 
and  innovative  solutions  to  accomplish  this  goal. 


-t  Regionals.  These  motor  carriers  specialize  in  overnight 
delivery  within  a  relatively  small  and  well-defined  service 
area.  By  moving  freight  directly  between  points,  they  elir 
male  the  need  for  costly  terminals.  Their  average  length  i 
haul  is  short,  t)T)ically  less  than  300  miles.  M--.st  of  the 
trucking  companies  in  this  category  are  nonunion. 
Like  the  motor  carriers,  the  railroads  and  the  ocean  carrie 
streamlining  operations  in  response  to  market  realities.  The  railii 
try,  in  particular,  has  con- 
solidated markedly  in 
recent  years.  Even  fur- 
ther   consolidation  is 
expected  to  come  this 
year  with  the  acquisition 
of  Conrail  either  by  CSX 
or  Norfolk  Southern. 
Only  seven  major  rail 
lines   will    remain  in 
North  America,  down  from  more  than  twice  that  number 

decade  ago. 

ith  consolidation  has  come  new  efficient 
^^^Vl     industry's  intermodal  network  now  criss 

A  M  es  the  United  States,  brmging  cost-cl 
^''^  longhaul  rail  transportation  to  virtuall 
major  market.  An  increasing  percentage  of  this  network 
double-stack  service— one  container  stacked  atop  anoil 
greater  operating  economy.  The  growth  of  this  segi^ 
reflected  in  the  service  network  of  APL,  operator  of  on. 
most  extensive  stacktram  networks  in  North  AmerK.i 
which  also  provides  ocean  transportation  and  freight  c.-n 
tion  services,  now  offers  double-stack  container  service  l- 
more  than  60  terminal  locations  in  ;ht  United  States,  > 
and  Canada. 


An  APL  container  ship  relaying  to  its 
doublestack  train  network. 
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When  We  Looked  At  The  Future  Of  Transportation. 


We  Knew  Exactly  Whlch  Way  To 


►  Markets  and  supply  chains  are 
global.  Distrihiition  centers  are  closer 
to  the  point  of  sale.  Time-to-market 
is  a  critical  competitive  strategy.  And 
technology  that  delivers  information 
about  freight  is  as  important  as  the 
freight  itself.  These  are  a  few  of  the 
forces  driving  transportation  on  the  eve 
of  a  new  century.  They  also  provide 
our  directum  at  CNF  Transportation. 
We're  a  group  of  market-leading  busi- 
nesses that  deliver  solutitms  in  a  "neeci- 
it-now"  world.  Global  and  domestic 
logistics,  air  freight,  ocean  services, 
customs  brokerage,  less-than-truckload  and  fiiU  truckload  delivery,  nationally  and  regionally.  Collectively, 
we're  a  $4  billion  company  operating  worldwide,  with  26,000  people,  25,000  pieces  of  eciuipment,  100  jet 
freighters  and  the  industry's  most  advanced  informatitm  systems.  But  the  real  strength  we  bring  to  customers 
is  a  healthy  exchange  of  ideas  -  starting  with  a  clear  idea  of  where  transportation  is  going. 


CDF 

TRANSPORTATION 


Where  ideas  carry  weight 


liflERY    WORLDWIDE      ♦      C  0  N  -  W  A  Y    TRANSPORTATION    SERVICES      ♦     MENLO    LOGISTICS      http://www.cnf. com 


H  E    E  V  E  R  Y  D  A  Y 

ONQUEROR. 


PATRICIA  BOUCHILLON, 
JIMMY  OWNER 
Competitive  equestrienne. 
Makes  own  jewelry. 
Into  biking,  skiing  and  working  out. 
Pursuing  Master's  in  Clinical  Psychology. 
Husband:  Mark. 
Cat:  Derby.  Horse:  Parable. 


JIMMY  SLT 

Cargo  space  accommodates  all  riding  gear. 
Luxury  and  style  for  formal  occasions. 
Bikes  fit  easily  in  back  or  on  available  rack. 
Available  shift-on-the-fly  four-wheel  drive 
helps  ensure  perfect  attendance  at  classes. 


J  IMMY 


COMFORTABLY 
IN     COM  MAN 


FOR  MORE  IM  ORMAllON  CALL  TOLL-FRf.K  1  -  888-V7- J  I  M  M  V  OR  VISIT  OITR  WEBSITE  AT  W IC  tV .  gmc  .  VOIV I jilH  in\ 


You  Ho 


Great  T 


roduct 


Ho,  really  I 


Logility  Planning  Solutions™  hove  given  my  company 
such  a  strategic  competitive  advantage  that  telling  you  about 
this  product  would  cost  us. 

If  I  could,  I'd  tell  you  that  this  new  suite  of  solutions  can 
give  you  a  collaborative  view  of  both  Demand  Chain  and 
Supply  Chain  issues.  And  with  Resource  Chain  Voyager™ 
your  customers  dnd  suppliers  can  access  your  plans  via  the 
Internet.  This  means  you'll  finally  be  able  to  balance  the 
pull  of  customer  demand  with  the  constraints  and  costs  in 
your  supply  chain.  But  you  didn't  hear  it  from  me. 

Reafly,  all  1  can  soy  is  this.  To  find  out  what  Logility 
Planning  Solutions  hove  done  for  over  200  companies, 

call  LOGILITY  at  1-800-762-5207  or  send  an  e-moil  to 
ask@logility.co(n  and  let  them  tell  youl  ; 

One  last  tip-  when  you  contact  Logility,  don't  forget  to 
,  , ask  for,a  Supply  Chain  Self  Assessment  Survey. 


470  East  Paces  Ferry  Rd.,  Atlanta,  GA  30305  v 
800-762-5207  fax:  404-238-8450 
e-mail-  ask@logility.com  http://www.logility,cdm 
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On  international  shipments,  the  partners  in  this  burgeoning 
•modal  business  are  the  ocean  carriers.  And  in  this  industry,  too, 
olidation  is  proceeding.  Two  of  the  biggest  ocean  carriers — 
lloyd  Lines  and  P&O  Containers — have  merged  to  create  the 
d's  biggest  line,  P&O  Nedlloyd.  Meanwhile,  a  number  of  other 
n  carriers  such  as  Sea  Land  and  Maersk  are  forging  operating 
nces  to  improve  asset  utilization  and  customer  service. 


IE  EM ERGEN CE  OF  THIRD 

'pers  also  are  the  winners  in  another  seminal  trend  taking  place: 
emergence  this  decade  of  specialists  that  provide  multiple,  inte- 
nd services  on  behalf  of  their  clients.  These  service  companies 
cnown  by  various  names  e.g., third-party  providers,  integrated 
itics  companies,  and  contract  logistics  specialists  among  them. 
In  many  cases,  they  perform  services  that  used  to  be  done  in 
ie  by  their  customers — the  practice  of  outsourcing.  Specific 
ities  being  outsourced  today  cover  a  broad  spectrum,  encom- 
ing  ail  of  those  interrelated  processes  associated  with  getting 
luct  to  market.  They  include  transportation  and  fleet  manage- 
t,  carrier  selection  and  negotiation,  warehousing  and  invento- 
lanagement,  order  fulfillment,  product  packaging,  shipment 
aration,  and  more. 

any  companies  also  turn  to  these  outside  specialists 
for  the  software  and  systems  needed  to  manage  their 
"inventory  in  motion."  "These  organizations  realize 
that  they  are  not  in  the  logistics  technology  business 
have  pushed  this  responsibility  onto  third-party  logistics 
iders,"  says  Andrew  Stewart,  vice-president  of  technology  for 
Trans  Logistics  Solutions  of  Richmond  Hill,  Ontario,  a  leading 
ider  of  transportation-based  software.  "Leading  third-party 
iders  differentiate  themselves  by  their  ability  to  provide  superi- 


MENLO  LOGISTICS  APPLIES 
SCIENCE  OF  CREATIVE  SOLUTIONS 

As  businesses  have  focused  more  on  their  core  strengths 
over  the  past  decade,  they  have  discovered  the  tremen- 
dous efficiencies  of  outsourcing  the  logistics  function.  A 
$25-billion  industry  today,  the  rapidly  growing  contract 
logistics  industry  is  expected  to  double  by  the  year  2000. 
That's  largely  because  today  only  about  25  percent  of  the 
top  manufacturing  companies  have  formidated  any  dis- 
tinct supply  chain  management  strategy.  By  the  21st 


century,  however,  it's 
expected  that  more  than 
50  percent  of  warehous- 
ing and  logistics  func- 
tions will  be  outsourced. 

Menio  Logistics  has 
emerged  as  a  leading  force 
in   this   dynamic  new 


MenIo  Logistics  Customer 

industry.  By  partnering    service  Center 
with  Menlo,  clients  such 

as  Hewlett-Packard,  IBM,  AT&T,  Sears,  Dow  Chemical, 
Coca-Cola,  Frito-Lay,  Nike,  and  Frigidaire  have  quick- 
ened product-to-market  cycles,  reduced  inventory  and 
transportation  costs,  improved  on-time  deliveries  and 
enhanced  overall  service  to  their  customers.  This  has  given 
them  a  competitive  advantage  in  their  own  marketplace. 

or  logistics  technology  solutions." 

Outsourcing  has  made  deep  inroads  in  recent  years;  even  more 
dramatic  growth  is  forecast.  Last  year,  U.S.  manufacturers  and  dis- 
tributors spent  more  than  $25  billion  on  outsourced  logistics  services, 
estimates  Robert  V.  Delaney,  vice-president  of  Cass  Information 
Systems  in  St.  Louis,  Mo.  "That's  a  penetration  of  six  percent  of  the 
relevant  market,"  says  Delaney,  who  has  tracked  third-party  logistics 
since  the  beginning  of  this  decade. 

Delaney,  like  most  industry  analysts,  expects  this  market  pen- 
etration number  to  rise  rapidly  as  the  21st  centuiy  approaches.  As 
more  and  more  companies  outsource  their  logistics  operations,  he 
believes,  third-party  and  contract  providers  will  capture  10  percent 
of  the  total  logistics  market  by  the  year  2000. 

Not  surprisingly,  outsourcing's  growth  potential  has  attracted 
a  lot  of  players  to  the  field  including  some  of  the  best-known  names 
on  the  North  American  transportation  scene.  Ryder,  for  example. 
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has  Ryder  Integrated  Logistics.  Truckload  giant  Sclineider  National 
operates  Schneider  Logistics.  Caliber  Logistics  is  part  of  the  family 
that  includes  RPS,  Viking  Freight  System,  and  Roberts  Express. 
There  is  Menlo  Logistics,  a  CNF  Transportation  sister  company  ot 


Emery  Worldwide.  Recently,  Penske  Truck  Leasing  acquired  Leasev^ 

and  created  a  new  third-party  operation  called  Penske  Logistics. 

Package  express  giants  UPS,  Federal  Express,  and  RPS  nowol 

a  comprehensive  menu  of  third-party  services,  too.  Large  warehoi- 

operators  like  Exel  Logistics,  GATX  Logistics,  and  USCO  Distributj 

Services  are  similarly  prominent  in  the  logistics  outsourcing  busini. 

In  short,  the  field  is  already  crowded  and  promises  to  beco; 

J 

even  more  so.  One  of  the  newest  entries  is  Redwood  Systems  of  Mej 
Park,  Calif.,  a  subsidiary  of  trucking  giant  Consolidated  Freightw/i 
And  more  new  players  are  jumping  into  the  market  ever)'  other  we. 

"Our  business  has  grown  exponentially  the  past  few  years  v|s 
existing  and  new  customers,"  says  lohn  Williford,  CEO  of  Mej 
Logistics  in  Menlo  Park,  Calif.  "We're  seeing  a  growing  numbed 
projects  that  are  larger,  more  complex,  more  fully  integrated  I 
international  in  scope.  In  addition  to  running  warehouses  l| 
improving  transportation,  our  customers  are  asking  us  to  dev(j 
new  technology  that  enables  them  to  integrate  our  systems  ^ 
their  customers'  and  suppliers'  systems." 


API  IS  A  WORLD  LEADER  IN 
CONTAINER  TRANSPORTATION 
AND  LOCISTIG  SERVICES. 

SiipporteJ  b\  J  global  intorm.Uinn 
and  telecommunications  netwoi  l 
APL's  integrated  intermodal  systtii 
covers  the  world's  major  markets  and 
trade  lanes.  With  150  years  of  industp.- 
leadership  and  mnos'ation,  APL  and  its 
subsidiaries  today  provide  customers 
with  a  full  spectrum  of  logistics  services 
that  span  the  entire  supply  chain. 
APL  Limited 
1111  Broadway 
Oakland,  CA  94607 
(310)  :72-7.M5 


APL 


u'ww. apl.com 


FINANCE  PLUS  LOGISTICS 

Century,  a  leader  in  trade  finance,  factoring  and  commercial  finance,  offers 
financial  solutions  to  help  its  clients  achieve  their  goals. 
PLUS  worldwide  supply  chain  management  solutions  ranging  from 
integrated  logistics  programs  to  traditional  freight  forwarding,  customs  brokerag' 
warehousing  and  distribution,  and  information  management  to  help  reduce 
overhead  costs.  Rather  than  worry  about  sufficient  lines  of  credit  and  logistics 
operations,  its  clients  focus  on  sourcing,  merchandising  and  selling  their  produ^i 
Integrated  finance  and  logistics  solutions  for  importers  and  e.\porters. 

Century  Business  Credit  Corporation 
PLUS 

Century  Logistics  Sendee  LLC 
1 19  West  40th  Street,  New  York,  10018 

Andrew  Tananbaum,  President         ^  ^Bvl 
Tel.  No.  (212)  703-3500 
Fax  No.  (212)  703-3520  ^ 
E-mail:  andrevv.tananbaum@fritz.coni  CENTl 


THE  PARTNER  OF  CHOICE  IN  OUR 
SELEQEDSEaORS 

North  .^mcric.in  third-party  logistics  pan 
ncr,  Burnham,  specializes  in  the  develop 
ment,  implementation  and  management  of  sup- 
ply chain  solutions  and  relocation  solutions  in 
the  ATM,  Computer/Electronics,  Copier/Office 
Machines,  Essential  Services,  Healthcare  and 
Hospitality  Sectors.  By  partnering  with  Burnham, 
clients  can  effectively  manage  logistical  change  to 
gain  or  maintain  a  competitive  advantage. 
Burnham;  100  Hartsfield  Centre  Parkway,  Suite 
310;  Atlanta,  GA  M)?>?4  800/247-8170. 


B  U  K  N  M  A  M 


THE  EMERGENCE  OF 
THIRD-PARTY  LOCISTIG 

There's  a  big  difference  between  taking  a  risk 
and  making  a  gamble  on  which  third-party 
logistics  company  to  hire.  Learn  what  services 
are  really  provided,  who  provides  them  and 
why.  You'll  be  better  able  to  make  a  decision 
whether  or  not  to  outsource  after  reading  The 
Emergence  of  Third-Party  Logistics  by  Coopers 
&  Lybrand  Consulting's  SysteCon  Division, 
specialists  in  outsourcing  arrangements. 
Coopers  &  Lybrand  Consulting 
SysteCon  Division 
400  Northridge  Road,  Ste.  1000 
Atlanta,  GA  30.150 
770.643.5100 
770.643.5200  FAX 


Coopers  '"1^^-, 
&LyBrand  m^^* 
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/  Customers 
looking  i 
logisticWpr 
to  bnng  slyTiething 

I   I  


new  and  ol^alue 
to  their  orga^jgtiort 
and  busit^SmiB 

processes  that  is 
not  merely  transaction 
based  and  thj^t 
will  have  immediate^' 
and  fayorabl^,^^ 
bottoms-line  impact. 


nalyzing  the  factors  driving  the  growth  of  third-party 

\ logistics,  T.  Ron  Gable,  managing  partner  of  Coop- 
ers &  Lybrand 's  SysteCon  Division  in  Atlanta,  offers 
this  observation:  "Customers  are  looking  for  a  logis- 
irovider  to  bring  something  new  and  of  value  to  their  organi- 
n  and  business  processes  that  is  not  merely  transaction  based 
hat  will  have  immediate  and  favorable  bottom-line  impact." 
I  adds  that  companies  look  for  providers  who  can  add  this  value 
th  the  national  and  global  arenas. 

A  recent  study  of  third-party  logistics  jointly  conducted  by 
heastern  University  and  Mercer  Management  Consulting  of 
igton,  Mass.,  found  that  five  main  objectives  motivate  buyers 
rd-party  services:  reduce  costs;  focus  more  intensely  on  the  core 
less;  improve  operational  efficiency;  achieve  greater  fiexibility; 
mprove  expertise/market  knowledge. 

The  substantial  costs  savings  are  perhaps  the  most  immediate 
to  warehousing  and  logistics  outsourcing.  "We've  seen  logis- 
ost  savings  ranging  anywhere  from  five  to  55  percent,"  says 


MARK:  THE  NEW  LOGISTICAL  HOT  SPOT  OF  THE  NEW  EUROPE 


merging  as  the  new  geographical  center 
of  the  New  Europe,  Denmark's  strate- 
ocation  meets  international  business 
.s  for  efficient,  cost-effective  regional 
Pan  European  distribution  hubs — a 
:onfirmed  by  Denmark's  current  No.  1 
ing  for  efficient  distribution  on  the 

World  Competitiveness  Scoreboard, 
h  cites  the  country's  logistical  strengths 
rms  of  location,  infrastructure,  labor 

and  business-friendly  government. 

For  free  advice  and  information  on 

;  business  in  the  New  Europe  call 
l8'DK'2'EURO. 


Invest  ""Denmark 


SUPPLY  CHAIN  ANALYSIS  OFFER 

M.S.  Logistics  Services  provides  mode,  network,  and  systems 
alternatives  that  optimize  its  customers'  supply  channels.  The  result 
is  a  competitive  advantage  through  both  cost  savings  and  service 
enhancements.  M.S.  Logistics  Services  is  meeting  its  customers' 
needs  through  an  integrated  network  of  strategic  partnerships, 
established  and  managed  to  provide  customized  logistics  solutions. 
For  more  information  or  a  complimentary  supply  chain  analysis, 
contact  Paul  Liddell  at: 
1-800-237-4830. 


MS. 

GISTICS 


CRATED  LOGISTIG.  INNOVATIVE  SOLUTIONS. 

t  Logix,  a  wholly  ouned  subsidiary  of  USFrcightways  Corporation  ( NASDAQ; 
..USFC),  logistics  is  our  only  business — our  core  competency.  We  provide  inno- 
s  logistics  solutions  and  unparalleled  service  throughout  the  logistics  pipeline, 
ding  dedicated  carriage,  contract  warehousing,  inventory  management,  customer 
:e,  order  fulfillment,  and  freight  management  services  for  businesses  across 
h  America.  Utilizing  leading-edge 
lology,  we  create  turnkey  systems  to 
your  company  increase  efficiency. 


Logix 


nd  out  more  call 
( at  800-723-9100. 


YALE  MATERIALS  HANDUNC  CORP. 
THERE'S  NOTHING  WE  CAN'T  HANDLE 

For  the  highest-quality  lift  trucks, 
financing  options  and  the  best  service 
programs  in  the  industry,  no  one  stacks  up 
to  Yale.  For  a  copy  of  Yale's  new  service 
brochure  outlining  Fleet  Managment, 
Replacement  Parts,  Financial  Services, 
Operator  Training,  Service  Training, 
EcAnalysis  Program,  Fleet  Service  and 
Axcess  (CD-ROM  based  Parts  and  Service 
Reference  System),  call  1-800-233-YALE 
e.xt.  500  and  request  brochure  #2 1 02.  Or  visit 
Yale's  web  site  at  http://www.yale.com. 


ffflHi 
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A  USFreightways  Company 
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Douglas  E.  Christensen,  president  and  CEO  of  Logix,  a  national 
contract  logistics  company  based  in  Long  Grove,  111..  By  outsourc- 
ing warehousing  alone,  companies  npically  save  10  to  15  percent, 
Christensen  has  found. 

In  addition  to  the  cost  savings,  companies  are  drawm  to  out- 
sourcing by  the  ser\ice  enhancements.  Contract  logistics  and  third- 
part\  companies  argue,  logically,  that  since  getting  product  to  mar- 
ket is  their  main  focus,  they  can  do  the  iob  more  efficiently  than 
companies  whose  basic  strength  lies  elsewhere. 


Information  technology'  is  one  more  reason  why  companies  turn  to 
third-party  logistics  companies.  "Information  is  the  greatest  need 
most  customers  have  today,"  says  Frank  Mileto,  executive  vice-pres- 
ident of  Penske  Logistics,  based  in  Reading,  Penn.  "Our  current 
tocus  is  to  link  our  customers'  systems  with  ours.  V\'e  have  found  that 
most  effective  operations  involve  a  high  level  of  integration  and 
an  open  dialog  between  the  customer  and  the  logistics  provider." 


PENSKE  AND  CM: 
PROFILE  OF  A  PARTNERSHIP 

With  nearly  400  suppliers  in  14  states  shipping  materi- 
als to  30  assembly  pants  on  a  call-and-demand  basis, 
General  Motors  found  its  inventory  and  distribution 
costs  rising  and  its  facilities  congested  with  less-than- 
tnickload  (LTL)  truck  traffic.  GM  turned  to  Penske 
Logistics  for  a  customized  solution. 

"GM  had  three  major  objectives,  says  Greg 
Humes,  senior  \ice-president  of  Penske  Logistics'  Cen- 
tral Region,  "to  reduce  costs,  to  improve  inbound 
material  management  and  information  processing, 
and  to  reduce  its  carrier  base." 

Penske  evaluated  the  automotive  manufacturer's 
distribution  processes  and  recommended  the  use  of  a 
cross-dock  distribution  center  strategically  located  in 
Cleveland.  Staffed  and  managed  by  Penske  Logistics 
personnel,  this  facihty  receives,  processes,  and  consol- 
idates inboimd  materials.  Penske  Logistics  also  imple- 
mented a  dedicated  fleet  of  60  tractors  and  72  trailers 
and  handles  route  development,  scheduled  supplier 
pickups,  and  JIT  delivery. 

Penske  schedules  suppher  pickups  based  on  parts 
usage  levels  communicated  \ia  EDI  from  GM.  Once 
received,  a  shipment  crosses  the  dock  for  immediate 
staging  and  is  labeled  with  Ln-plant  routing  instruc- 
tions designed  to  expedite  delivery  at  the  proper  loca- 
tion \\ithin  the  facility.  The  freight  is  then  loaded  onto 
outbound  trailers.  The  process  involves  five  miUion 
pounds  of  fireight  each  week. 

Penske  Logistics  uses  dynamic  routing  to  increase 
the  frequency  of  supplier  pickups,  thus  reducing  inven- 
tory levels  and  impro\ing  outbound  material  flow. 
On-board  computers  using  sateUite  technology  allow 
continuous  two-way  communication  between  drivers 
and  dispatchers. 

By  consohdating  inbound  shipments  at  the  distri- 
bution center  and  shipping  full  tnickloads  to  the 
plants,  Penske  was  able  to  lower  LTL  trucking  costs  and 
reduce  GM's  carrier  base.  Penske  Logistics  selects  and 
manages  those  carriers  necessary  to  supplement  th€ 
dedicated  fleet.  This  has  reduced  GM's  administrativs 
costs  by  processing  "one  bill"  for  LTL  ser\ices  and  cul 
transit  times  by  18  percent. 
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If  A  World  Of  LTL 
»olutions  Doesn't  Make 
You  Think  Of  Yellow 


Think  Again. 

You've  told  us  your  transportation  needs  are 
chansins.  You  need  to  reduce  inventor/  and 
warehousing  costs,  schedule  production  more 
precisely,  and  improve  customer  service.  You  need 
to  get  your  products  to  market  faster,  with  less 
handling  and  paperwork,  across  the  state  and 
across  the  globe. 

At  Yellow  Freight  System,  we  not  only  understand 
your  needs,  we  have  the  solution.  We  completely 
reengineered  our  network  and  developed  new 
services  to  help  you  optimize  your  supply  chain  and 
deliver  the  best  overall  transportation  value. 

With  the  broadest  regional,  national  and 
international  coverage  of  any  single  LTL  carrier;  the 
most  convenient  customer  service  in  the  freight 
business;  a  wide  range  of  integrated  logistics 
solutions;  and  door-to-door  service  to  and  from 
major  shipping  regions  throughout  the  world,  only 
Yellow  is  Delivering  A  World  of  LTL  Solutions, 
wherever  you  ship. 

To  see  how  the  new  Yellow's  comprehensive 
services  can  benefit  you,  call  1-800-GO  YELLOW 
Ext.  1. 


YELLOW 


Delivering  A  World  Of  LTL  Solutions.' 


3^'  V" 


Special  Advertising  Section 


Ellen  Valentine,  vice-president  of  Logility,  a  subsidiary  of 
American  Software  in  Atlanta,  adds  that  today's  software  solutions 
can  substantially  improve  service  levels,  reduce  inventory,  and  boost 
profit. 

Ty}iically,  third-party  logistics  firms  offer  software  and  systems 
support  for  warehousing  and  inventory  management,  order  process- 
ing, customer  invoicing,  and  returns  processing.  They  also  provide 
information  technology  for  shipment  tracking,  shipment  routing 
and  carrier  management  software,  freight  bill  payment,  freight 
claims,  and  transportation  analysis. 

The  logistics  software  programs,  in  particular,  are  varied  and 
versatile.  The  Venture  Freight  Management  Software  from  InterTrans 
Logistics  Solutions,  for  example,  automates  the  process  of  choosing 
transportation  carriers,  consolidating  shipments,  sending  out  ten- 
ders, creating  documentation  and  generating  invoices.  The  software 


the  logistics  market,"  believes  Thomas  ).  Escott,  president  of  Calil 
Logistics  Inc.  "Another  will  be  the  skill  in  which  third-party  log 
tics  providers  can  forge  alliances  with  other  companies  such  as  trt 
leasing  and  warehouse  operators,"  he  says. 

"Contract  logistics  providers  also  will  have  to  focus  intensely 
process  engineering  to  identify  best  practices  and  design  work  proce 
es  that  will  improve  results,"  adds  Escott.  "And  they  will  have  to  de\i 
op  communications  systems  to  integrate  the  multiple  functions  a{ 
components  and  create  a  linked  environment  to  deliver  productii 
improvements." 

LOGJSTICS  AS  A  PROFIT  DRIVER 

Is  it  worth  the  time,  effort,  and  expenditure  of  consider; 
resources  to  carefully  craft  a  comprehensive  logistics  strategy  i 


A 


also  handles  multiple  shipment  requests  and  provides  electronic 
data  interchange  (EDI)  tor  tracking  and  tracing  freight.  This  pro- 
gram can  be  used  either  by  a  contract  logistics  company  on  behalf 
of  a  client  or  by  a  shipper  directly. 

n  example  of  a  software  product  intended  for  con- 
tract logistics  companies  exclusively  is  InterTrans's 
Venture  Third  Party  Logistics  prt)gram.  This  fully 
integrated,  "multimodal"  program  encompasses 
the  full  scope  of  logistics  activities — from  shipping  to  carrier 
management  and  hnancials.  It  integrates  with  the  third  party  com- 
pany's existing  operations  to  streamline,  automate,  and  optimize 
the  business. 

"The  ability  to  support  customers  with  these  kinds  of  infor- 
mation technologies  will  be  a  key  determinant  of  future  success  in 


then  go  through  the  demanding  process  of  evaluating  and  sele 
logistics  partners  to  implement  that  strategy? 

Mercer  Management  Consulting,  specialists  in  this  are; 
some  answers.  A  recent  Mercer  study  found  that  "best  prai 
logistics  and  supply-chain  organizations  lead  their  competitc 
reducing  operating  costs,  compressing  order  cycle  time 
improving  asset  productivity.  These  leaders  aggressively  use  i:- 
tics  to  improve  both  the  balance  sheet  and  the  income  stateni 
all  the  while  keeping  customer  service  levels  high. 

In  short,  leading-edge  companies  have  discovered  tli 
competitive  advantages  of  logistics. 

Author  Francis  J.  Qiiiiiii  has  been  covering  transportation  and  logistics 
North  America  for  two  decades. 

COVEBILLUST  RATION    JEFFSBICE       DESIGN  CALFOARONLLC 
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Penske's  proven  methods 
of  effective  transportation 
management  can  send 
more  of  your  money 
directly  to  your  bottom 
line.  We  can  reduce 
your  operating  costs  and 
improve  youi"  productivity 
with  a  full  range  of 
transportation  services 
that  will  save  you  money. 
Let  us  prove  it  to  you. 
Call  1-800-221-3040. 


•  FliII  Sei^ice  Leasing 

•  Integrated  Logistics 

•  Contract  Maintenance 

•  Tmck  Rentals 


Truck  Leasing 


We'll  take 
you  where 

YOU  WANT 
TO  GO. 

To  HIGHER  LEVELS 
OF  PROFITABILITY 

TO  MAXIMUM 
OPERATING  EFFICIENCY 

TO  IMPROVED 
PRODUCTIVITY 

TO  TOTAL  CUSTOMER 
SATISFACTION  ...  FOR  YOU 
AND  YOVR  CUSTOMERS. 


evelopments  to  Watch 


ED  BY  OTIS  PORT 


E  BALDRIGE'S  OTHER  REWARD 


QUALITY  PAYS 


1988-1995 


1990-1995 


CHANGE  IN  STOCK  VALUE* 
m  BALDRIGE  WINNERS 

■  BALORIGE  FINALISTS 

■  S&P  500 


;PITE  THE  HIGHLY  PUBLICIZED  PROBLEMS  OF 

winner  of  the  Malcolm  Baldrige  National 
ility  Award — Houston's  Wallace  Co.,  which 
it  into  Chapter  11 — the  efforts  of  imple- 
nting  a  quality  progi-am  usually  pay  off, 
ecially  for  investors.  The  16  winners  since 
8  have  outperfoimed  the  Standard  & 
ir's  500-stock  index  by  3  to  1  in  terms  of 
im  on  investment  (chart). 
Cven  the  48  companies  that  didn't  take 
ne  a  Baldrige  but  made  it  to  the  final  round 
udging  have  bested  the  s&P  500  by  2  to  1,  according  to  a  recent  study  by  the  Na- 
lal  Institute  for  Science  &  Technology,  which  each  April  invests  an  imaginary  $1,000 
he  winners  and  finalists  of  the  Baldrige  Quality  Award  competition.  □ 
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HIS  WHY 
IE  BACTERIA 
E  IT  HOT? 

JNUSUAL  COMPOUND 

contains  phosphorus  may 
unravel  the  mystery  of 
certain  forms  of  life  can 
e  at  temperatures  near 
)oiling  point  of  water — 
low  industiy  might  ex- 
this  remai'kable  heat  tol- 
;e  in  a  new  generation 
zymes. 

e  compound,  called  dip, 


has  just  been  found  in  T/zer- 
motoga  maritima,  a  bacteii- 
um  that  flourishes  near  un- 
dersea volcanic  vents. 

dip  had  previously  been 
spotted  in  archaea,  a  recently 
discovered  family  of  microor- 
ganisms that  love  being  in 
hot  water  Its  presence  in  an- 
other form  of  heat-loving  life 
is  strong  evidence  that  dip 
probably  plays  a  role  in  in- 
sulating biological  systems 
from  the  effects  of  heat,  ac- 
cording to  Michael  W.  Adams, 
a  biochemist  at  the  Universi- 


ty of  Georgia  and  a  member 
of  the  research  team  that 
found  dip  in  the  fii-st  bacteri- 
um. Pinning  down  what  role 
DIP  plays  in  protecting 
against  heat,  Adams  adds,  is 
the  next  research  job. 

Enzymes  derived  fi"om  the 
organisms  could  be  a  boon  to 
business  and  industry.  Be- 
cause they  are  able  to  sur- 
vive the  heat  of  chemical  re- 
actions, they  could  speed  up 
multistep  processes.  For  pro- 
cessed foods,  that  could  make 
them  taste  ft'esher.  □ 


ARTIFICIAL  EYE  ON  QUALIH  IN  TEHILES 


CRY  MINUTE,  A  HIGH- 

ed  automated  loom  at 
nston  Industries  Inc.'s 
cry  in  Phenix  City,  Ala., 
cately  rolls  out  another 
d  of  finely  woven  fabric. 

patteiTis  in  the  result- 
material  are  practically 
?less,  thanks  to  sensitive 
litoring  cameras 

computer  soft- 
e  developed  at  the 
rgia  Institute  of 
tinology. 

'his  prototype  sys- 
,  which  uses  a  pot- 
rri  of  artificial  in- 
gence  techniques 
icluding  fuzzy  logic, 
ral  networks,  and 
ailed  wavelets 


— is  not  the  first  ai  tool 
that  has  been  used  for  qual- 
ity control  in  textile  manu- 
facturing. Elbit  Vision  Sys- 
tems Ltd.  in  Haifa,  Israel, 
already  markets  inspection 
gear  that  spot-checks  fabiic 
as  it  is  transferred  fi'om  a 
loom  onto  rolls.  But  the 


Georgia  Tech  system,  says 
Engineering  Professor 
Lewis  J.  Dorrity,  gets  high- 
er marks  because  it  can 
identify  problems  sooner, 
while  the  yarn  is  still  on 
the  loom,  ignoring  unimpor- 
tant variations  in  color,  yarn 
thickness,  or  quality. 

In  addition,  Georgia 
Tech's  system  automatically 
runs  diagnostics  on 
mechanical  parts  of 
the  loom  that  gi'adual- 
ly  wear  down  and  can 
abrade  the  cloth. 

The  technology  will 
be  commercialized  by 
Appalachian  Electronic 
Instruments  Inc.,  a 
manufactui'er  of  textile 
equipment  in  Roncev- 
erte,  W.  Va.  Neil  Gross 


TT 


■  TRW  Inc.  has  unveiled  a 
power-steering  system  that 
engineers  can  tune  with  a 
computer  to  adjust  its  per- 
formance to  match  a  variety 
of  vehicles,  from  subcompact 
cars  to  luxury  sedans  and 
minivans.  On  assembly  lines, 
the  electrically  powered 
steering  (EPS)  system  is  de- 
signed to  be  "dropped  in" 
quickly,  in  just  30  seconds, 
says  TRW.  On  the  road,  the 
system's  chip  brain  knows  to 
kick  in  only  when  needed,  so 
it  can  improve  mileage  by 
up  to  0.6  mile  per  gallon. 
That's  one  reason  the  com- 
pany expects  EPS  to  show 
up  first  on  compact  cars  in 
Europe. 

■  For  contact  lens  wearers, 
life  may  soon  get  easier  De- 
velopers of  a  new  extended- 
wear  lens  claim  it  can  be  left 
in  the  eye  for  up  to  a  month. 
The  secret:  a  special  poly- 
meric material  that's  five 
times  more  pemieable  to  oxy- 
gen than  current  lenses.  The 
new  plastic  lens  helps  keep 
the  cornea  free  from  infec- 
tions by  bathing  the  eyes  in 
oxygen  even  during  sleep. 
The  lens,  now  in  trials  de- 
signed to  win  U.  S.  approval, 
was  developed  in  Australia 
by  the  Cooperative  Research 
Centre  for  Eye  Research  & 
Technology  at  the  University 
of  New  South  Wales,  with 
support  from  Ciba  Vision 
Corp.  in  Duluth,  Ala. 

■  Researchers  at  Los  Alamos 
National  Laboratoiy  have  de- 
veloped a  simple  litmus  test 
to  spot  degrading  concrete 
even  before  cracks  or  other 
warning  signs  become  visi- 
ble— and  it  can  be  done  on 
the  spot.  Just  pour  an  envi- 
ronmentally benign  chemical 
mixtiu'e  on  a  concrete  sam- 
ple. If  the  concrete  is  suffer- 
ing from  alkali-silica  reaction, 
a  common  cause  of  prema- 
tiu'e  failiu'e,  the  chemicals  flag 
the  problem  by  changing  col- 
or within  minutes. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwmar@businessweek.com 
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We  have  struct 
microelectronic 


Reminiscent  of  the  fine  lines 
of  a  fingerprint  but  infinitely 
smaller,  microstructures  have 
paved  the  way  for  the  huge 
memory  capacity  of  chips. 

Today,  several  milhon  p 
components  can  be 
integrated  into  an  area 
scarcely  the  size  of  a  ^i^' 
square  centimeter.  #^ 

Achieving  this  ^ 
degree  of  miniaturiza- 
tion with  the  necessary 
precision  would  never 
have  been  possible  using 
mechanical  means. 

Photoresists 
image  circuits  onto 
the  substrate. 

It  was  not  until  photohtho- 
graphic  processes  came  along  that 
these  dehcate  structures,  a  hun- 
dred times  finer  than  a  human 
i  hair,  were  successfully  applied  to 
S  the  substrate  -  mostly  silicon. 
S      Photoresists,  as  they're 


^     »     ^      *       *  P 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture 


)d  the  future  of 
Hoechst. 


4  . 
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commonly  known,  are  light- 
sensitive  resins  whose  solubility 
is  altered  when  exposed  to  light. 

Hoechst  developed  the  first 
positive-action  photoresists  for 
high-precision  structures  in  1962. 

Since  then,  our  research  staff 
has  been  involved  in  studying 
and  refining  the  chemical 
structures  of  new  photoresist 
products  needed  to  meet  the 
ever  increasing  material  require- 
ments for  continually  shrinking 
microchips.  This  effort  has  also 
resulted  in  special  materials  that 
enhance  the  yield  and  extend  the 
life  of  existing  photoresists. 

With  our  products  and 
processes,  we're  making  our 
mark  on  many  other  areas 
of  life  as  we  look  toward  the 
next  millennium. 

Hoechst  Celanese  Corp. 
P.O.  Box  2500 
Somerville,  NJ  08876-1258 
Internet:  http://www.hoechst.com/ 


7  o/ 145000  people  worldwide,  annual  sales  total  $  36  billion. 


Hoechst 


The  grand,  tumultuous  pageant  of  human  history  is,  in  a 
lai'ge  part,  propelled  by  technology.  Metalworking  and  im- 
proved agriculture  carried  civiHzation  out  of  the  Stone 
Age.  In  the  19th  century,  the  Industrial  Revolution  gave 
rise  to  mighty  machines  and  sprawling  cities.  In  the 
20th  century,  physics  became  king.  Physicists  split  the 
atom,  explored  the  bizarre  worlds  of  relativity  and  quantum  the- 
ory, and  harnessed  the  power  of  tiny  chips  of  siHcon.  Along  the 
way,  they  transformed  the  world  with  the  atom  bomb,  the  tran- 
sistor, the  laser,  and  the  microchip.  But  now,  many  experts  be- 
lieve, humankind  is  poised  to  ride  a  new  wave  of  scientific 
knowledge  in  the  headlong  rush  to  the  futui'e.  "This  was  the 
century  of  physics  and  chemistry,"  proclaims  1996  Nobel 
prize-winning  chemist  Robert  F.  Curl  of  Rice  Universi- 
\      ty.  "But  it  is  clear  that  the  next  century  will  be  the  century  of  biology." 

On  Feb.  22,  that  century  was  suddenly  upon  us — aiTiving  years  sooner  than  any- 
one expected,  not  like  a  lion  but  in  the  guise  of  a  lamb.  A  previously  obscure  52- 
year-old  Scottish  embryologist,  Ian  Wilmut,  stunned  the  world  by  announcing  that 
he  and  his  team  at  the  Roslin  Institute  outside  Edinburgh  had  created  an  exact 
copy — a  clone — of  an  adult  Dorset  sheep.  The  historic  lamb,  created  from  dna  ex- 
tracted from  the  sheep's  mammary  gland,  was  named  Dolly.  "We  couldn't  think  of 

SCIENCE  OF  THE  LAMBS:  A  sheep  ovum  is  injected  with  an  embryonic  cell 
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There's  a  revolution  brewing  in  the  lab, 
and  the  payoff  will  be  breathtaking 


Special  Report 


THE  BIOTECH  CENTURY 
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anyone  with  a  more 
impressive  set  of 
mammary  glands 
than  Dolly  Paiton," 
says  Wilmut. 

Wilmut's  trick 
was  to  replace  the 
genes  in  a  normal 
sheep  oocyte,  or 
egg,  with  DNA  from 
an  adult  sheep 
mammary  gland. 
He  prodded  the 
egg  to  gi'ow  and  in- 
serted it  into  the 
womb  of  another  sheep.  Last  July,  Dolly  was  bom — an  exact 
genetic  copy  of  the  adult  whose  mammary  gland  was  tapped 
for  DNA. 

Wilmut  and  other  scientists  say  that  in  principle,  the  same 

technique  should  work 
for  any  other  mam- 
mal— including  hu- 
mans. Dr.  Jon  W.  Gor- 
don, an  obstetrics 
researcher  at  the  Mount  Sinai  Medical  Center  in  New  York, 
notes  that  cloning  a  human  might  not  be  so  simple.  Some  ge- 
netic exijeiiments  that  work  in  mice  don't  work  in 
rats,  and  vice  versa — suggesting  that  all 
mammals  are  not  quite  the  same.  And 
the  first  step,  he  said,  will  be  for  oth- 
ers to  repeat  Wilmut's  dazzling  ex- 
periment— to  be  certain  that  the  re- 
sults are  correct. 

If  Wilmut's  work  is  confirmed,  it 
suddenly  becomes  possible  to  imagine 
some  mind-bending  consequences. 
Improvements  in  sheep  and  cattle 
ranching  would  be  only  the  begin- 
ning. If  the  cloning  of  humans  ever 
became  practical,  giieving  parents 
might  conceivably  choose  to  clone 
a  dying  child.  Some  individuals 
might  make  a  desperate  gi'ab 
for  immortality  by  tiying  to 
clone  themselves.  Already, 
scientists  are  joking  that 
the  richest  and  most 
egotistical  among 
them  are  hopping 
the  next  plane  to 
Scotland.  "It's  an 
incredible  devel- 
opment," says 
Arthur  L.  Cap- 
Ian,  director  of 
the  Center  for 
Bioethics  at  the 
University  of 
Pennsylvania. 
"Unfortunately, 
we   don't  have 
the  legal  and  eth-  V 
ical  basis  to  handle 
it  yet."  Two  <lays  af- 
ter the  cloning  was 
announced.  President 
Clinton  asked  for  a  na- 
tional commission  to  review 
what  the  White  House  called 


HEMOPHILUS  This 
bacterium,  which  caus- 
es meningitis  and 
childhood  ear  infec- 
tions, was  the  first 
organism  for  which 
researchers  identified 
the  entire  genome — ^the 
complete  set  of  genes. 
One  goal:  pointing  the 
way  toward  new  drugs 
and  vaccines. 


\ 
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the  "troubling"  implications 
cloning. 

And  yet,  the  headline-grabl 
lamb  represents  only  a  tiny  slic 
what's  just  around  the  corner  ir 
ology  diuing  the  coming  centurj'. 
ence  is  on  the  brink  of  an  unpr 
dented  explosion  in  its  abilitj 
understand  and  manipulate  life, 
til  recently,  researchers  were  foi 
to  painstakingly  search  for  g( 
one  by  one.  The  effort  to  nab 
cystic  fibrosis  gene  took 
years  and  cost  more  than  f 
million,  for  example.  To  isc 
one  obesity  gene  require^ 
decade  of  work. 
Now,  however,  gene  sleuths 
approaching  fi'om  the  other  direcl! 
They  are  deciphering  the  entire  gei? 
code — knovra  as  the  genome — of  a  wide  varielll 
organisms,  from  humans  to  microbes.  As  tj 
genomes  are  being  decoded,  or  "sequenced,'* 
searchers  are  separating  the  individual  genes' 
beginning  to  discover  what  each  of  them  do( 
Already,  the  fully  sequenced  genomes  n 
microorganisms  have  been  published,  and  the 
is  now  as  low  as  $300  per  gene.  Some  50  mdi 
eluding  those  of  the  devastating  malaria  parasite 
other  disease-causing  organisms,  will  be  finished  h 
end  of  the  1990s.  And  thanks  t- 
ambitious  Human  Genome  Pr 
and  similar  efforts  in  plants  ancii 
mals,  scientists  will  hold  in  6^ 
hands  the  complete 
blueprints  of  every- 
thing  from  nema- 
todes and  mustard 
plants  to  mice  and 
men   by    the  first 
decade  of  the  21sl 
century — all  neatly 
catalogued  in  com- 
puter databases. 

Eric    Lander  at 
the  Whitehead  Insti- 
tute for  Biomedical 
Research  in  Cam- 
bridge, Mass.  likens 
these  complete  ge- 
nomes to  the  periodic  table  ' 
ments,  the  basis  for  20th-ei 
research  in  chemistiy.  Stanfoi 
versify  geneticist  Richard  M. 
says  having  the  genomes  " 
panding  people's  imaginations,  J 
ing  them  to  think  on  a  grand* 
asking  and  answering  questiort 
would  never  have  dreamed  'i 
fore."  Adds  Monica  Riley,  sen  * 
entist  at  the  Marine  Biologicah; 
ratory  in  Woods  Hole,  Mass:  ' 
near  future,  we  will  know  ' 
thing  that  goes  into  making  up  a  living  cell.  It's  an 
hilarating  time  to  be  doing  science." 

No  one  doubts  that  the  payoff  will  be 
immense.  By  2003,  fanners 


A  ROADMAP 
FOR  BIOTECH 
RESEARCH 

The  new  biotechnology  allows 
scientists  to  get  at  the  most 
basic  functions  of  life,  deep 
inside  the  complex  inter- 
actions of  genes.  Here  are 
some  key  developments. 


DOLLY  Dr.  Ian  Wilmut 
and  his  colleagues  at 
the  Roslin  Institute 
added  new  genes  to 
277  eggs  before  they 
got  one  to  grow  into 
the  world's  most 
famous  sheep. 
Researchers  elsewhere 
will  now  be  rushing  to 
duplicate  the  feat. 
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5  growing  plants  that  make  enough  plastic 
uce  our  dependence  on  oil.  The  massive 
t  of  information  holds  the  promise  of  a 
f  new  drugs  and  treatments — and  a  far 

understanding  of  human  behavior,  health, 
sease.  "It  gives  us  tremendous  hope  we 
ally  win  the  battle  against  bacteria,"  says 
ig  Venter,  president  of  the  Institute  for 
lie  Research 

a  pioneer  in 
equencing. 
eover,  the 
ers  could 
lutside  biolo- 
torola  has  a 
f  researchers 
ing  the  po- 
of gene  spUc- 
nd  genome 
eering  for 
;ing.  The  idea 
ase  the  dna 
le  as  the  ba- 
r  computers 

more  poweiful,  for  some  calculations, 
oday's  digital  machines.  University 
3ts   have   already   built  primitive 
)mputers.  Even  further  afield,  the 
e  information  will  illuminate  pre- 
'  dim  corners  of  history — by  ana- 
genetic  variations  among  popula- 
We  can  ask:  'Where  did  we  come 
How  many  migrations  did  our 
Drs  make  out  of  Africa?' "  ex- 


YEAST,  DROSO- 
PHILA,  C.  ELEGANS 

Two  of  these  simple 
organisms-  fruit  flies 
and  tiny  round 

worms-  are  very  close 

to  being  sequenced; 
yeast  tias  been  done. 
Many  genes  are 
remarkably  similar  to 
ours,  offering  new 
clues  to  fight  disease. 


plains  Mary-Claire  King,  a  gene  hunter  at  the 
University  of  Washington. 

Of  course,  none  of  this  will  be  easy.  The  dis- 
covery of  a  gene  or  the  elucidation  of  a  com- 
plicated biological  pathway  may  be  only  a 
small  step  toward  a  cure  or  useful  medicine. 
The  gene  for  sickle-cell  anemia  is  one  example. 
It  was  identified  20  years  ago,  but  there  still 
are  no  cures.  Now,  with  thousands 
of  new  genes  being  discovered  every 
yeai;  phannaceutical  and  biotech  com- 
panies are  awash  in  potential  targets 
for  drugs.  "But  drug  discovery  has 
turned  out  to  be  a  bear,"  says  Larry 
M.  Gold,  chief  scientist  of  NeXstar 
Pharmaceuticals  Inc. 

What's  more,  the  biological  century 
will  bring  myiiad  moral  and  legal  co- 
nundinms.  Should  doctors,  for  exam- 
ple, test  for  genetic  conditions  oi'  pre- 
dispositions they  can  do  virtually 
nothing  about?  Will  employers  and 
insurance  companies  get  access  to 


mmm 


DNA  CHIPS  The 

marriage  of  microchips 
and  DNA  is  a  natural. 
Researchers  are  using 
chips  to  rapidly  identify 
genetic  variations  in 
specific  tissues. 
Comparing  diseased 
and  healthy  tissue  can 
reveal  causes  of 


the  results  of 
those  tests? 
Should  they  be 
able  to  use  that  in- 
formation to  deny 
employment  or  insur- 
ance coverage?  Already, 
British  companies  say  they 
have  been  using  genetic  in- 
formation to  set  rates  and  eli- 
gibility criteria  for  buyers  of  life 
insurance  (page  84). 
These  hurdles  and  dilemmas,  how- 
ever, are  far  from  the  minds  of  many  sci- 
entists toiling  in  university  and  company 
labs  to  understand  the  biology  laid  bare  by  the 
new  genetic  information.  What  they  see  instead 
is  the  chance  to  transfonn  not  just  science  but  the 
world  of  the  next  centuiy,  just  as  the  microchip  changed 
this  one.  And  the  stoiy  really  starts  with  one  of  the  simplest 
forms  of  life — bacteria. 

In  July.  1995,  Venter's  team  made  history  by  completing 
the  first  full  gene  sequence  of  a  living  organism  other  than 
a  virus.  The  bacterium  w^as  Hemophilus  influenzae,  which 
causes  meningitis  and  children's  ear  infections.  In  the  two 


MUSTARD  WEED 

Researchers  have 
.  beguri  to  decipher  the 
complete  genome  of 
one  plant— -the  mustard 
weed,  known  scientifi-'  ;- 
cally  as  Arabidopsis. 
The  eventual  result 
could  be  supercrops  or 
trees  that  would  yield 
such  products  as  plas- 
tics and  drugs. 


FAMILY  TREES 

Researchers  are  now 
using  large  families, 
often  from  genetically 
isolated  communities, 
together  with  powerful 
computer  technology, 
to  identify  genes 

• 

■  • 

involved  in  more 
complex  disorders  such 
as  diabetes  and  heart 
disease. 

1 

[ 
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More  Of  The  World's  Top  Businesses  Run  j 

(Is  Global  DoMLNATi 


r-'ro\  i(iina  tin-  world's  mtist  successtui  businesses  witli  the  finest  incUistrv-stanclard  enterprise  solutions  is  one  thing.  But  helpiii 
beionie  i  \en  more  prosjierous  heeause  ot  those  solutions  is  quite  another. 

How;  vou  ask,  is  sueh  a  teat  possible?  To  beain  with,  our  close  partnerships  with  SAP  anil  Microsoft  have  aHorded  us  the  expi 
uniqiu  K  ottei-  w  hat  no  one  else  can:  superior  integrated  R/  3  "  Window  s  NT  "  solutions  tor  vour  enterprise's  mission-critii  at  aji  ' 
Somethmg  wlikh  should  come  as  no  surjjrise  to  those  lamiliar  with  the  Compaq  R/3  |-)latlorm,  the  verv  tirst  certified  for  Window 
clearlv  the  platlorm  ot  choice  worldwide.  In  tact,  the  world's  largest  R/3  Windows  NT  mstallations  are  run  on  this  verv  same 

But  reallv,  w  hat  do  oiu'  solutions  ultimateK  mean  to  vou  and  vour  comjianv? 

Simplv  said,  thi  v  ofler  a  total  solution.  One  that  delivers  enterprise-class  reliability,  superior  integrated  applications,  optima  I 
pcrtormance,  and  the  customi/i-d  sers  ici-  and  support  needed  to  helji  vour  colleagues  do  their  jobs  faster,  better  and,  theretbre,  more  coi 
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Irailt-nurk-'.  ni  rt--iisUTi-<l  trd<li-iii.irks  ul  itu  ir  tl  sik  i 
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INDOWS  NT  Solutions  On  Compaq  Servers. 
VATION  Or  Theirs?) 


Speaking  of  competitive  advantages,  the  a\\  ar(l- winning  Compaq  ProLiant  5000  server  is  at  the  heart  of  our  exciting  range  ol 
enterprise  solutions.  Through  its  manv  aiK  anceci  features,  viai'11  tmd  it  ofters  an  unparallek  fl  le\el  of  expandahihtv,  manageahihtx 
and  price: performance — especially  against  proprietary  systems, 
her  component  in  this  success  equation  is  something  \vc  call  Access.  It's  our  open  business  philosf)ph\ 
cting  people  to  people  and  people  to  information — anri  w  hat  it  means  to  xnu  is  simpK  \et  pouerfulK  this; 
■ays  get  best-of-breed  solutions  dial  are  based  on  industr\  standards  and  partnerships.  All  of  which  translate 
enterprise  solutions  at  a  lower  total  cost  ol  ow  nership,  in  other  words,  the  wrv  things  that'll  help  take 
iness  to  the  next  level.  Where\er  that  mav  be. 

lore  information,  contact  vour  Compaq  .Authorized  Reseller  or  visit  us  at  www.compaq.com. 
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Special  Report 


THE  BIOTECH  CENTURY 


years  since,  researchers  have  used  the  sequence  to  uncover 
what  Venter  calls  a  "remarkable  biological  mechanism 
that  could  totally  change  the  basis  of  vaccine  and  drug 
development." 

Geneticist  Richard  Moxon  of  Oxford  University  discov- 
ered that  the  bug  is  essentially  preprogi'ammed  for  constant 

evolution.  Like  all 
cells,  its  genes  contain 
the  information  to 
make  proteins.  But 
special  sequences 
tucked  in  its  genome  cause  the  pi'ocess  to  go  awiy  periodi- 
cally, creating  new  forms  of  key  proteins.  That  enables  H.  in- 
fluenzae to  evolve  on  an  hourly  basis,  evading  the  human  im- 
mune system.  Standard  vaccines  also  target  these  proteins, 
which  is  why  they  don't  work  very  well.  The  trick  will  be 
mining  the  genome  to  dig  out  more  obscure  proteins  that  the 
bug  can't  change  so  rapidly.  Researchers  at  Medlmmune 
Inc.  in  Gaithersburg,  Md.,  are  using  this  strategy  to  develop 
better  vaccines. 

PINCH  OF  YEAST.  Drug  companies  are  also  interested  in 
searching  the  genome  for  places  to  attack  with  new  types  of 
antibiotics.  To  help  put  a  price  tag  on  this  sort  of  genetic  in- 
foiTnation,  Genome  Therapeutics  Corp.  in  Waltham,  Mass.,  re- 
cently sold  the  sequence  of  Helicobacter  pylori,  the  bug  that 
causes  ulcers  and  possibly  stomach  cancer,  to  Swedish  phar- 
maceutical giant  Astra  for  a  cool  $22  million. 

Higher  up  the  evolutionary  ladder,  sequencing  the 
genomes  of  creatures  like  yeast,  nematodes,  and  finit  flies  is 
leading  to  advances.  Once  nature  finds  a  biological  pathway 
that  works,  she  tends  to  use  it  over  and  over.  As  a  result, 
"the  majority  of  human  disease  genes  that  have  been  found 
have  counterparts  in  yeast"  and  other  simple  organisms, 
explains  S.  Michal  Jazwinski,  professor  of  biochemistry  and 
molecular  biology  at  Louisiana  State  University  in  New 
Orleans.  Just  as  important,  the  animals  can  be  experiment- 
ed on  to  understand  these  shared  genes  and  biological 
pathways,  something  that  can't  be  done  in  people.  Geneticist 
Michael  Wigler  of  Cold  Spring  Harbor  Laboratory  in  New 
York  used  yeast  to  figure  out  the  biology  of  a  gene,  called 


DNA  FOR  DUMMIES: 

THE  BASICS  YOU  NEED  TO  K 

The  blueprint  of  life  is  DNA.  Its  famous  double  heli^j 
long,  long  chain  built  by  linking  together  four  sir! 
ecules.  The  order  in  which  those  molecules  are  11 
termines  the  information  contained  in  the  DNA.  It  is 
QUENCE  of  those  molecules  that  molecular  biologists  ai 
busily  decoding.  All  of  the  dna  in  an  organism  is  ref 
as  the  organism's  GENOME. 

GENES  are  dna  chains  made  up  of  hundreds  or  the 
simple  molecules.  Each  gene  contains  instruction 
another  type  of  crucial  molecule,  a  PROTEIN.  Prote 
elude  everything  from  hormones  such  as  insulin — wh 
lates  blood-sugar  levels — to  enzymes  that  help  digest 
we  eat.  Some  proteins  tui-n  other  genes  on  and  off,  \ 
affect  still  other  genes,  creating  complicated  feedbacl 
Individual  proteins  ai-e  but  tiny  cogs  in  incredibly 
biological  systems.  Consider  the  immune  system,  in 
thousands  of  genes  and  proteins  v/ork  together  to  fii 

 ■ 

ras,    that    when    mutated    causes    human  car 
Scientists  at  NemaPhann,  in  Cambridge,  Mass.,  are 
the  nematode  C.  elegans  in  a  similar  fashion.  One  ti 
Alzheimer's  disease.  Researchers  have  found  a  human 
dubbed  presenilin,  that  is  hnked  to  the  disease.  The  g(l 
also  present  in  the  worm.  So  NemaPharm  scientists  anj 
disabling  the  worm's  gene  to  figure  out  what  it  was  dc 
and  how  it  interacts  with  other  genes.  "We're  looking  foi 
pi-essors  of  the  gene,"  explains  Timothy  -J.  Harris,  resj 
and  development  chief  at  Sequana  Therapeutics  Inc.,  I 
recently  bought  NemaPhai-m.  And  when  the  entire  C.  el\ 
genome  is  sequenced  by  early  1998,  says  Hairis,  the 
"will  be  helping  us  in  all  our  internal  r&d  projj 
at  Sequana."  That  includes  searching  for  the  h|._ 



COMMENTARY 


WHEN  SCIENCE  FICTION  BECOMES  SOCIAL  REALITY 


Of  all  the  wonisome  scenarios  the 
genetic  age  has  conjured,  none  is 
more  deeply  embedded  in  the  pop- 
ulai'  psyche  than  the  Frankenstein 
myth,  with  its  moral  that  dire  conse- 
quences await  the  scientist  who  dares 
to  play  God.  For  at  least  20  years,  sci- 
entists and  biotech  entrepreneurs  have 
dismissed  the  fears  of  man-made  life  as 
science  fiction,  saying  that  whole-mam- 
mal cloning  was  impossible  and  would 
be  until  well  into  the  21st  centuiy. 

But  when  Dolly,  the  cloned  sheep, 
preened  for  her  first  photographs  last 
week,  the  public  learned  that  all  sorts 
of  genetic  mischief,  including  mammal 
cloning,  in  fact  is  quite  possible.  "The 
symbolic  significance  is  greater  than 
the  real  significance,"  says  Barbara  A. 
Koenig,  director  of  the  program  on  Ge- 


nomics, Ethics  &  Society  at  Stanford 
University. 

Koenig  believes  Dolly's  near-term  im- 
pact could  be  significant  for  couples  un- 
able to  bear  children.  Many  couples 
have  shown  how  far  they  will  go  to  get 
genetically  related  offspring  rather  than 
adopt  an  unrelated  child.  Some  seem 
willing  to  bear  any  expense  and  under- 
go the  most  difficult  and  risky  medical 
procedures.  Given  that  desperation, 
they  may  try  to  find  a  scientist  willing 
to  experiment  with  cloning. 
AMBIGUOUS  RESULTS.  For  ethicists,  this 
will  only  add  to  a  plate  already  full  of 
issues  that  biotechnology  has  already 
raised.  In  the  biotech  centuiy,  those 
questions  will  become  even  more  ur- 
gent. Perhaps  the  most  fundamental 
questions  right  now  are  these:  Exactly 


what  kind  of  medical  knowle 
gleaned  fi-om  genetic  informJ 
And  what  can  be  done  withf 

The  tinth  is  that  most  gej 
are  inconclusive.  The  diagno 
yield  often  show  no  more  thl 
ly  increased  or  decreased  riJ 
one's  getting  a  particular  illi| 
feet  example  is  breast  canoe 
that  increases  the  risk  of  brl 
was  recently  identified,  marl 
portant  scientific  breakthroij 

One  of  Koenig's  current  n 
study  the  ethical  imphcatio|| 
women  for  mutations  in  tl 
which  appear  in  some  brea 
tients.  "My  main  fear  is  thl 
and  commercialization  of  di 
tests  before  we  have  enou^ 
tion,"  she  says.  Finding  mut^ 
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Is  and  antibodies  (another  type  of  protein) 
uders.  The  DNA  in  each  of  the  body's  cells 
the  genetic  information  to  produce  a  per- 
any  given  cell,  only  some  of  the  genes  are 
i;  the  rest  are  dormant.  That's  what  makes 
say,  different  from  a  skin  cell — different 
;s  are  turned  on  in  each. 
5  despair  of  understanding  exactly  how  hu- 
,000  genes  flip  on  and  off  in  the  amazing 
ance  that  leads  to  a  human  being.  But 
covering  the  genes  and  proteins  that  un- 
pieces  of  this  grand  puzzle — so-called 
&THWAYS.  One  famous  pathway  is  the 
which  cells  tura  the  sugar  glucose  into 
rgy  to  run  a  marathon. 
IS  can  also  go  horribly  wrong.  A 
f  in  just  one  letter — an  improp- 
ig  link  in  the  DNA  chain — is  a  ^ 
change  in  a  single  link  of  the 
n  a  gene  can  produce  disease, 
inemia,  for  instance.  Other 
B  more  complex.  Heart  dis- 
r,  and  Alzheimer's  are 


due  to  mutations  in  several  genes. 
I   t  Much  of  the  effort  in  genetics  today 

is  directed  at  finding  these  faulty  genes  . 
— and  then  figuring  out  how  their  flawed 
proteins  make  biological  pathways  go  awiy.  Aiding  the 
search  is  something  called  a  GENETIC  MAP.  Much  like  an  atlas, 
a  genetic  map  shows  the  locations  of  genes  and  fraginents 
that  have  been  identified.  Each  of  these  can  be  used  as  a 
signpost,  or  MARKER,  to  help  identify  genes  that  might  be  re- 
lated to  disease. 

Just  as  it's  easier  to  get  to  Evanston  if  you  know  it's 
near  Chicago,  it's  easier  to  find  a  gene  if  you  start  from  a 
marker  nearby.  When  gene  sleuths  are  tracking  an  inherit- 
ed disease  in  a  family,  they  look  for  markers  present  only 
in  family  members  with  the  disease.  When  they  fijid  those 
markers,  they  know  they  are  close  to  the  genes. 

Finding  genes  this  way  is  costly  and  time-consuming. 
That's  why  researchers  have  begun  blindly  sequencing  the 
entire  genome,  link  by  link.  That  way  they  vdll  find  thou- 
sands of  new  genes  and  all  of  the  extra  genetic  infonnation 
that  sits  between  genes.  This  vast  amount  of  new  infonna- 
tion opens  the  door  to  the  most  basic  understanding  of  life. 

By  John  Carey  in  Washington 


that  code  for  conditions  from  asthma  to  obesity. 

new  genomics  also  is  having  a  more  direct  impact  on 
agnosis  and  treatment  of  human  disease.  One  tack, 
y  companies  like  Himnan  Genome  Sciences  Inc.  (hgs)  in 
ille,  Md.,  is  to  pluck  out  all  the  genes  that  are  actually 
I  on  in  a  cell.  Many  of  them  are  unknown.  By  figau'ing 
eir  function,  researchers  may  stumble  across  potential 
rugs  and  diMg  targets,  hgs,  for  instance,  is  about  to  be- 
nical  trials  with  previously  unknovvm  proteins  that  help 

ounds  or  fight  arthritis.  And  hgs  partner  SmithKline 
am  has  used  the  method  to  find  promising  new  drugs 
t  osteoporosis  and  other  diseases, 
nwhile,  other  companies  are  using  technology  to  create 
ire  knovra  as  dna  airays,  or  dna  chips.  The  basic  idea 


is  to  put  thousands  of  different  pieces  of  dna  onto  a  silicon 
chip,  each  at  a  different  spot.  The  chips  are  designed  in  such 
a  way  that  they  can  find  the  genetic  differences  between,  say. 
a  cancer  cell  and  its  noncancerous  precursor.  Using  this 
method,  Darwin  Molecular  Corp.  researchers  in  Bothell, 
Wash.,  have  found  some  500  genes  that  are  altered  when 
pi'ostate  cells  turn  cancerous.  Those  genes  may  hold  the 
clues  to  better  diagnostic  tests  or  to  biological  processes 
that  could  be  blocked  to  stop  the  cancer. 

On  a  lower-tech  level,  the  expansion  of  genetic  knowledge 
also  is  aiding  more  traditional  searches  for  human  disease 
genes.  In  an  approach  called  positional  cloning,  scientists 
fii'st  seai'ch  for  large  families  that  suffer  fi-om  an  inheiited  dis- 
ease. Then  they  look  for  bits  of  genetic  material  shared  by  the 


who  aren't  actually  at  high 
ast  cancer  to  seek  mastec- 
out  proper  medical  justifica- 
imple. 

v,  controversy  is  raging  in 
're  an  association  of  insur- 
aunced  that  appHcants  for 
!e  must  disclose  the  results 
tic  tests  they've  taken.  The 
las  also  said  that  those  re- 
fect premium  costs  and  un- 
lecisions.  There  have  been 
ernment  intervention  and 
igh-risk  individuals  who  re- 
;ake  these  tests  to  help  doc- 
j  eir  treatments  vdll  now 

j  lome  for  Brit  Stephen  Frost, 
j  /  must  live  with  the  unneiv- 
?e  that  he  has  a  50-50 
veloping  Huntington's 
best  accui-acy  a  test  cur- 
rovide — but  who  says  his 
oyer,  an  insurer,  made  life  sd 
r  him  that  he  had  to  quit  his 
diagnosis  became  known. 


ii 
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It  doesn't  help  that  on  the  research 
side  the  consideration  of  the  bioethical 
questions  has  been  spotty  and  half- 
hearted for  years.  President  Clinton's 
call  for  a  new  group  to  study  the 
ethics  of  cloning  could  lead  to 
consideration  of  other  research  pro- 
jects— such  as  research  with  viable  hu- 
man embryos. 

At  the  more  practical  implementation 
level,  insurance  companies  are  at  the 
fi'ont  line  today  of  the  ethics  controvei-- 
sy  over  genetic  testing.  But  employers 
are  close  behind  them.  As  biology  tells 
us  moi'e  and  more  about  who  we  are 
and  how  we  work,  employers  will  want 
to  know  which  of  their  workers  are  cai- 
rying  genetic  time  bombs. 

The  problem  is  the  genetic  infonna- 
tion available  so  far  is  incomplete  and 
difficult  to  interpret.  But  even  when 
much  better  information  is  available,  its 
misuse  could  pose  a  far  greater  threat 
than  Frankenstein  ever  did. 

By  Joan  O'C.  Hamilton  in  San 
Francisco,  with  Julie  Flynn  in  London 
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really  hard 

iople  are  inclined  to  neatly  arrange,  file,  cross-reference  and  deploy  strategic  bits  of  information,  like 
is-name,  the  guy  who  sent  you  the  e-mail  about  the  thing  on  Tuesday. ..or  Wednesday.  Well,  here's 
NS  for  the  highly  with-it  and  the  chronically  disorganized  alike:  the  new  Microsoft  Outlook"  97  desktop 
ion  manager.  It's  part  of  new  Microsoft  Office  97.  and  it's  here  to  help  you  get  organized  (or,  as  the 
y  be,  way  more  organized).  Outlook  puts  your  e-mail,  electronic  scheduling,  "to-do"  lists  and  contacts 
)zv  interface.  It  helps  you  do  smart  things,  like  preview  the  first  three  lines  of  your  e-mails  to  quickly 
news  from  junk.  And  you  can  easily  share,  link  and  move  information:  for  instance,  drag  an  e-mail 
contacts  icon  and  a  new  contact  file  is  automatically  created  for  you.  Now,  that's  functionality. 
<now  more?  Block  out  a  little  time  to  visit  our  Web  site. 


Where  do  you  want  to  go  today?*  www.microsoft.com/office/ 


Microsoft 


CRAIG  VENTER'S  TEAM  COMPLETED  THE 
FIRST  DNA  SEQUENCE  OF  A  BACTERIUM 


family  members  carrying  the  dis- 
ease. When  they  find  those  "mark- 
ers," they  know  the  gene  must  be 
nearby. 

Until  recently,  these  searches  have 
been  hampered  by  a  deailh  of  mark- 
ers. But  in  the  past  few  years,  re- 
searchers have  been  mapping  new 
markers  by  the  thousands.  "We  used 
to  say,  'We  can't  find  the  disease 
genes  because  there  are  not  enough 
markers,' "  says  Howard  Jacob  of 
the  Medical  College  of  Wisconsin. 
"We  fi.xed  tliat.  We  used  to  say,  'It's 
too  expensive.'  And  we  fixed  that." 

That's  why  researchers  are  scour- 
ing the  world,  searching  foi'  families 
or  isolated  groups  with  rare  inherit- 
ed diseases.  At  the  University  of 
Washington,  for  instance,  King  is 
closing  in  on  a  gene  that  causes 
deafiiess  in  families  fi'om  Costa  Rica. 
Sequana  scientists  are  using  people 
from  Tristan  da  Cunha  to  nab  genes 
for  asthma.  A  group  of  Germans 
who  used  to  live  in  Paissia  have  a 
unique  gene  for  Alzheimer's.  Such 
family  lineages  may  soon  help  sci- 
entists find  not  just  the  genes  for 
diseases  caused  by  single  defects, 
but  for  more  complicated  conditions 
like  manic  depression,  high  blood 
pressure,  or  heart  disease.  "We're 
making  progress  toward  the  real 

frontier  of  the  more  complex  disorders,"  says  Dr.  Francis 
Collins,  director  of  the  Human  Genome  Project  at  the  Na- 
tional Institutes  of  Health. 

CANCER  HELP?  While  all  these  disease-causing  genes  are 
I'are,  elucidating  their  mechanisms  may  have  widespread 
usefulness.  In  the  case  of  the  breast  cancer  gene  called 
BRCA-1,  only  a  small  portion  of  bi'east  cancer  victims  actually 
inherit  mutations.  But  the  protein  encoded  by  the  gene  inay 
{)lay  a  major  role  in  noninherited  fomis  of  breast  and  ovarian 
cancer  Dr.  Jeffi'ey  Holt,  i)rofessor  of  cell  biology  at  Vanderbilt 
University  in  Nashville,  Tenn.,  has  shown  that  mice  with 
ovarian  cancel'  live  much  longer  when  given  a  normal  vei'sion 
of  the  gene.  Washington's  King  now  wants  to  start  a  clinical 
trial  in  ovaiian  cancel'  patients  to  see  whether  the  technique 

works  in  people.  "This 
shows  how  we  can  use 
the  gene  to  develop  a 
therapy,"  she  says. 
In  addition  to  new 
medicines,  tliis  infomiation  offers  a  new  window  into  human 
histoiy.  "As  people  move  around  the  world,  their  genes  move 
with  them,"  explains  King.  Geneticists  have  shown,  for  in- 
stance, that  one  breast-cancer  mutation  predates  the  destnic- 
tion  of  the  second  temple  of  Israel.  Another  mutation  moved 
from  the  Baltic  to  America  to  Israel  in  Jewish  migTations. 

Yet  the  explosion  of  genetic  knowledge  will  reverberate  far 
beyond  new  dings  or  history.  "The  biological  centuiy  will  ar- 
rive on  three  fronts — medicine,  environmental  remediation, 
and  agriculture,"  predicts  tKjR's  Venter 

Take  pollution  cleanups.  New  studies  show  that,  during  the 
course  of  evolution,  nature  has  repeatedly  added  or  excised 
clumps  of  genes  from  microorganisms,  much  like  an  engi- 
neer adding  and  deleting  software  routines  while  fine-tuning 
a  computer.  But  if  nature  can  do  it,  so  can  today's  gene 
jockeys,  creating  a  new  field  dubbed  "genome  engineering." 


Gene  research  promises 
new  drugs,  new  treat- 
ments-and  a  far  deeper 
understanding  of  human 
health  and  behavior 
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One  bug  now  being  sequenc( 
TiGR  can  withstand  astonii 
amounts  of  radiation.  By  inse 
the  string  of  genes  coding  foi 
uranium-gobbling  pathway,  scie; 
might  fashion  a  cell  that  can 
up  highly  radioactive  waste. 

Venter  and  other  visionaries 
dreams  of  a  greener,  more  pr 
tive  economy  created  with  the 
of  organisms  capable  of  doing 
thing  from  cleaning  up  was 
making  methane — natural  gas- 
inorganic  fuel,  solving  our  pn 
pollution  problems.  Genome 
neering  "isn't  science  fiction 
more,"  says  Venter 

Indeed,  the  first  steps  are  a] 
being  taken.  Four  years  ago 
Somerville,  head  of  plant  biok 
the  Carnegie  Institution  of 
ington,  slipped  a  gene  for 
plastic  into  Arabidopsis,  a  tj 
mustard  plant.  The  gene  turni 
plant  into  a  biological  plastics 
ly.  Now,  Monsanto  Co.  scientii 
turning  the  concept  into  comn 
reality.  "We're  expecting  to 
planted  in  thousands  of  acr 
2003,"  says  Somerville. 

Just  as  exciting  is  a  recei 
covery  by  Calgene  scientists 
gene  for  the  enzyme  controlli 
formation  of  cellulose  in  plants 
30  years  of  fi'uitless  biochemical  search  for  the  enz.ym( 
is  our  fii'st  break  in  understanding  how  to  control  bio 
Somerville  explains.  Genetically  boosting  the  enzyme 
make  it  possible  to  create  trees  with  much  liigher  propi 
of  cellulose — the  plant  kingdom's  stmctural  fiber — aif 
than  the  normal  amounts  of  other  cell  wall  componenl 
cause  these  secondaiy  components  are  what  make  thJ 
and  papermaking  process  polluting  and  inefficient,  scil 
say,  the  engineered  trees  could  help  clean  up  a  major! 
tiy.  Beyond  that,  "there  is  a  mad  scramble  in  plant  bioj 
find  the  most  useful  genetic  sequences,"  says  Somf 
"The  world  hasn't  even  seen  the  tip  of  the  iceberg." 
DOLLY'S  DEBUT.  Of  course,  the  world  did  get  a  st| 
glimpse  of  a  bold  new  futui'e  in  agiiculture  with  Ian 
Dolly.  According  to  biological  dogma,  the  feat  was  unlj 
best.  The  reason:  All  cells  possess  a  full  complement  o^ 
and  thus  the  basic  instructions  to  create  an  entu'e  orj 
But  during  the  delicate  dance  of  development,  when 
onic  cells  become  skin,  or  heart,  or  brain,  all  the  ge^ 
needed  for  these  new  specialized  fiuietions  are  turned 
most  textbooks  say  they  can't  be  turned  back  on  aga 
Wilmut  and  his  team  found  a  way.  They  extract^ 
from  the  mammary  glands  of  an  adult  sheep.  The 
starved  the  cells.  That  apparently  changed  the  comi 
protein  scaffolding  around  the  cells'  dna,  which  playj 
role  in  determining  which  genes  are  active  or  inacf 
essence,  he  coerced  the  specialized  cells  into  believij 
had  returned  to  a  stage  in  which  all  things  are  possilj 
genes  that  had  been  turned  off  were  primed  to 
again. 

From  there,  it  was  a  simple  matter  of  using  si 
high-tech  methods.  Wilmut  took  the  nuclei,  and  thus 
genes,  out  of  sheep  oocytes.  Then  he  placed  each  ooc^ 
to  one  of  the  treated  mammary  gland  cells.  One 
electricity  caused  the  two  cells  to  fuse,  dumping  tl] 
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sheep's  genes  into  the  egg.  Another  pulse  prodded 
the  oocyte  to  embark  on  the  journey  to  make  Dolly,  the 
clone. 

The  process  still  has  plenty  of  bugs.  It  took  no  less  than 
277  tries  to  make  Dolly.  "They  killed  a  lot  of  embryos  and 
made  a  lot  of  malformed  sheep,"  says  Pennsylvania's 

Caplan. 

DNA  CHIPS.  But  the 

feat  does  help  pave  the 
way  to  barnyards  filled 
with  new  tyi^es  of  live- 
stock. Companies  like  Alexion  Pharmaceuticals  Inc.  in  New 
Haven  and  ppl  Therapeutics  Pix'  in  Scotland  ab-eady  have  al- 
tered pig  genes  to  make  heaits,  kidneys,  and  other  organs  that 
could  be  transplanted  into  humans,  and  they  have  engineered 
cows  that  make  (hugs  in  their  millv.  Tlie  cloning  process  will  en- 
able these  so-called  transgenic  animals  to  be  duplicated  much 
faster  than  by  traditional  breeding.  "It's  not  an  overnight  revo- 
lution, but  there  is  significant  potential  for  research  and  im- 
})rovement  of  domestic  animals,"  says  Christopher  Bidwell,  an 
animal  geneticist  at  Pm'due  University. 

Some  scientists  believe  that  the  biological  century  will 
usher  in  a  new  era  in  electronics  as  well.  The  Im-e  of  genes  as 
the  basis  of  computation  is  that  the  twisting  helixes  are  jam- 
packed  with  information — millions  of  times  more  than  on  the 
densest  microchiix  Tiiie,  peifomaing  a  inathematical  calculation 
might  take  an  hour  using  dna,  compared  with  a  ft-action  of  a 
second  for  silicon,  said  Dan  Boneh  of  Princeton  University  at 
a  recent  meeting  on  dna  computing.  Chips  can  do  only  one 
thing  at  a  time,  compared  with  a  dna  computer,  which  can 
theoretically  do  100  million  billion  things  at  once.  But  dna  still 
has  a  long  way  to  go  be- 
fore it  can  hope  to  challenge 
silicon. 

Already,  the  world  is 
racing  headlong  into  the 
biotech  century.  And  not 
even  the  scientists  leading 
the  way  know  where  it  all 
might  lead,  tigr's  Venter 
wonders  whether  we  even 
possess  the  intellect  to  un- 
derstand how  humanity's 
80,000  genes  can  work  to- 
gether in  intricate  harmony 
to  pi-oduce  a  being  that  is 
capable  of  contemplating 
its  own  origins  and  destiny. 
But  it  is  clear  that  as  we 
enter  the  new  millennium, 
biotechnology  is  about  to 
weave  its  own  threads  into 
the  great  tapestry  of  hu- 
man history. 

Btj  John  Carey  in  Wasli- 
inytmi,  Naomi  Freundlich 
in  New  York,  and  Julia 
Flynn  in  Roslin,  Scotland, 
with  Neil  Gross  in  New 
York 


FINDING  A  CUH 
IN  DNA? 

Biotech  companies  embrace  projects  t  a 
examine  links  between  genes  and  dise,> 


T 


WANT  TO  mm  MORE? 

University  of  Pennsylvania 
bioethiicist  Artlnur  Caplan  and 
BW's  John  Carey  will  answer 
questions  about  this  Special 
Report  on  America  Online  in 
the  Globe  on  Sunday,  Mar. 
2,  at  9  p.m.  est. 


At  Exelixis,  researchers  put  nine 
human  disease  genes  into  fruit 
flies;  seven  led  to  a  visible  change 
in  the  insects'  appearance 


A  TECHNICIAN  PERFORMS  RESEARCH  ON  FRUIT  FLY 
GENES  AT  EXELIXIS  IN  CAMBRIDGE,  MASS. 


he  British  company  PPL  Therapeutics  PLC,  whicl 
the  rights  to  the  controversial  sheep-cloning  tecli 
saw  its  stock  jump  with  the  arrival  of  l3oll,\' 
world  stage.  But  it  is  far  from  clear  whether  r 
profit  from  its  technology.  Researchers  say  it  is  too  <■ 
know  exactly  what  the  commercial  applications  will  \ 
Some  of  the  young  companies  embracing  and  driv 
biotech  revolution  may,  however,  ultimately  produc 
rewards  for  their  backers.  These  are  the  companies 
in  the  field  of  genomics,  delving  into  the  mysteiy  of 
man  genome  and  trying  to  pull  out  clues  to  what  cau 
man  disease.  They  have  become  dai-lings  of  Wall  Street 
large  pharmaceutical  companies  hungi-y  for  new  drug 
thia  Robbins-Roth,  a  biotech  industry  consultant,  es 
that  the  six  largest  genomics  companies  have  deals  w 
to  $1  biUion  with  then-  bigger  phai-maceutical  bretkrer 
are  locked  in  fierce  competition  to  find  genes  involve 

abetes,  cancer,  Alz? 
disease,  schizophrer 
other  disoi'ders. 
"CHALLENGE."  The 
die  for  these  comp| 
to  go  beyond  gene 
(juencing  to  so-calld 
tional  genomics — u 
variety  of  laboratoJ 
nicjues  to  identify  hi 
ticular  genes  wo{ 
how  they  go  wn 
you're  not  doing  th 
you're  not  going  to  j 
petitive,"  says 
Fayemi,  an  analyst  | 
esis  Merchant  GroiJ 
rities  in  San  FrancJ 

The  race  to  find 
is  not  an  easy  on€ 
tremendous  challend 
David  Galas,  chief] 
at  Darwin  Moleculj 
in  Bothell,  Wash.  dJ 
hen,  the  founder  oi 
in  Paris,  says  his 
has   found  100 
genes  "and  none 
targets  for  drugs."j 

In  the  process 
ing  down  those  t| 
places  where  drul 
be  used  to  correJ 
ders — reseai'chers  | 
covering  that 
technology  is  a  cnl 
But  some  classical  ^ 
experiments  with 
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They  say  you  can't  take  it  with  you.  But  with  traditional 
insurance,  you  can't  even  have  it  while  you're  here. 


en  years  ago  we  had  an  idea. 

iTiat  if  somebody  designed  life  insurance  that  paid 

hile  you  were  ahve  to  enjoy  it? 

:  would  have  the  traditional  death  benefit  to  pro- 

our  family  were  you  to  die  young.  But  what  if  that 

I  were  also  designed  so  that,  should  you  live  well 

id  your  retirement,  it  would  turn  into  a  steady 

n  of  retirement  income  guaranteed  to  live  as  long 

a  do.  The  traditional  insurance  companies  said  it 

n't  be  done.  But  LifeUSA  made  it  work  with  a 

ype  of  policy  called  Universal  Annuity  Life.* 


So  far,  we're  very  happy  to  report,  it's  been  doing 
spectacularly  well.  A  new  company  just  ten  years  ago, 
LifeUSA  now  manages  over  $4  billion  in  assets  and  has 
become  one  of  the  best  known  and  most  successful 
companies  in  the  industry. 

People  everywhere  are  discovering  that  Universal 
Annuity  Life  gives  them  the  basic  death  benefit  as  well 
as  a  guaranteed  retirement  income  that  can  be  tuH)  to 
three  times  greater  than  that  of  traditional  life  insurance. 

To  get  further  information 
call  us  today  at  1-800-950-7372. 


LifeUSA 


of  fiTiit  flies,  yeast,  and  oth- 
er simple  organisms  are 
also  moving  back  to  the 
forefront. 

To  identify  which  genes 
are  worthy  of  fiuthei'  study, 
researchers  try  to  deter- 
mine which  are  related  to 
human  disease.  In  the  past, 
this  kind  of  experiment  in- 
volved meticulously  study- 
ing one  biological  pathway 
at  a  time.  Now,  companies 
such  as  Affymetilx  in  Santa 
Clara,  Calif.,  InCyte  in  La 
Jolla,  Calif.,  and  others  are 
designing  so-called  dna  chip 
an-ays  that  let  researchers 
look  at  thousands  of  genes 
simultaneously  and  pinjjoint 
which  ones  ai'e  turned  on 
or  off  in  a  disease. 

The  information  coming 
out  of  these  aiTays  is  pow- 
erful, but  it  doesn't  get  at 
the  biological  undeipinnings 
of  disease.  That's  where 
simple  organisms  come  in. 

For  example,  Exelixis  in 
Cambridge,  Mass.,  is  studying  fruit  flies.  Scientists  there 
have  inserted  nine  human  disease  genes — including  one  for 
cancer  and  another  for  obesity — into  fruit  flies  and  found 
that  seven  of  them  lead  to  a  visible  change  in  the  flies'  ap- 
pearance. By  identifying  other  finit  fly  genes  that  also  pro- 
duce this  change,  re- 
searchers can  begin 
reconstnicting  biologi- 
cal pathways  that  lead 
to  disease.  The  hope 
is  to  find  a  key  step  in  a  disease  pathway  that  can  be  inter- 
nipted  by  a  drug. 

Other  companies  use  baker's  yeast  to  determine  gene  func- 
tion. Yeast  genes  have  far  more  in  common  with  human 
genes  than  side-by-side  photogi'aphs  of  the  two  might  suggest. 
With  this  in  mind,  Cadus  Pharmaceutical  Corp.  in  Tarry- 
town,  N.  Y.,  is  using  yeast  to  detemiine  the  fiuiction  of  some 
400  genes  that  code  for  so-called  receptors — molecules  on 
the  outside  of  cells  where  the  cells  receive  messages.  Many 
disorders  are  related  to  improper  working  of  these  receptors, 
making  them  good  targets  for  drug  development.  On  Feb.  27, 
the  public  company  announced  that  it  is  signing  a  deal  worth 


Rising  from  sellers  of  research  to 
providers  of  product  is  the  trick 
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up  to  $68  million  ^ 
SmithKline  Beecham  fo: 
cess  to  its  yeast  work. 

The  larger  genoi 
companies  are  beefing 
their  fimctional  side — c 
by  stiiking  deals  with  s 
ups.  Last  October,  Seq 
Therapeutics  Inc.,  aj 
nomics  firm  in  La  J 
Calif,  bought  NemaPh 
a  startup  that  specializi 
nematodes.  Accordin) 
Timothy  J.  Harris,  Sej 
na's  vice-president  fo| 
search  and  developri 
Glaxo  was  so  excite! 
this  purchase  that  thej 
a  second  deal  with  Seci 
for  access  to  the  nemi| 
work.  The  worms  are  i 
cially  helpful  in  the  j| 
of  Alzheimer's  disease 
othei'  neurological  ilia 
quana  also  has  made  f^ 
into  fruit  flies 
other  organisms. 

Dr  Robert  Tepper,ic 
president  of  biology  a  y! 
lenium  Pharmaceuticals,  has  experiments  running  in 
yeast,  and  mice.  But  he's  excited  about  Millenium's  wo  i 
voKing  human  disease  via  population  studies  and  the  gr  ii 
integration  of  mammalian  cells  with  microchips.  "Gi  r 
choice,  I'd  rather  rely  on  these,"  he  says.  He  share  t' 
worry  with  Genset's  Cohen  that  there's  no  guarantee 
ments  for  a  fly  will  be  applicable  to  a  human  being. 
PROMISES.  Although  companies  may  disagi'ee  about  thoe 
strategy  for  divining  the  workings  of  genes,  they  agi'e:'' 
the  range  of  new  technologies — fi'om  the  fnjit  flies  to  ci 
arrays  of  DNA-studded  computer  chips — are  the  wa\  e 
future.  "A  gene  sequence  doesn't  do  squat  to  cure  pat 
says  Remi  Barbiei;  chief  financial  officer  at  Exelixis. 

Questions  remain  on  whether  genomics  companies  c; 
from  sellers  of  reseai-ch  data  to  providers  of  product.  1 
integi'ating  technologies  into  their-  pr'ogr'ams,  they  have 
the  first  step.  "The  outlook  remains  extr-emely  promisin  L 
functional  genomics  companies,  says  Elizabeth  Silvernn.' 
biotech  analyst  at  Punk,  Ziegel  &  Knoell  in  New  York.  & 
technology  that's  at  the  bottom  of  its  curve  in  term^'f 
contribution  to  drug  discovery  and  development." 

By  Naomi  Freur.dlich  in  Nf: 


yeastlB 


THE  SEARCH  FOR  FUNCTION 

Much  of  the  promising  work  on  commercial  applications  of  genetics  is  occurring  at  small  companies.  Sony 
already  publicly  traded;  others  might  help  their  larger  partners  strike  it  rich. 

AFFYMETRIX*  SANTA  CLARA,  CALIF.  DNA  chips.  Deals  with        HUMAN  GENOME  SCIENCES*  ROCKVILLE,  MD.  Strong 
Hoffmann-La  Roche,  Merck,  and  Glaxo.  sequencing  company.  Deals  with  SKB  and  Merck  D(/^ 

CADUS*  TARRYTOWN,  N.Y.  Studying  yeast.  Deals  with  INCYTE*  PALO  ALTO,  CALIF.  Combines  huge  DNA  databa 

SmithKline  Beecham,  Bristol-Myers  Squibb,  and  Solvay.     with  chips.  Deals  with  Pfizer,  Upjohn,  and  8  others. 

EXELIXIS  CAMBRIDGE,  MASS.  Fruit  flies.  Private  CO.  raised  $16  MILLENNIUM*  CAMBRIDGE,  MASS.  Gene  hunters  plus  stro 
million,  IPO  expected  next  year.  No  announced  deals  yet.        functional  capabilities.  Deals  with  FHoffmann-LaRoche, 

GENSET*  PARIS  Strength  is  in  finding  regulatory  regions       NEMAPHARM  CAMBRIDGE,  MASS.  Studying  nematodes, 
for  genes.  Deals  with  Synthelabo,  Johnson  &  Johnson.        owned  by  Sequana.  Deal  with  Glaxo. 

•PUBLICLY  TRADED  DATA  BW 


92  BUSINESS  WEEK  /  MARCH  10,  1997 


/lonkey 
«iyour 
tack  #15: 
low  to  make 
>ure  a  server 
hat's  oiytimized 
or  Windows  NT^ 
m't  less 
han  o|itimal 
or  your 
irganization. 


PENTIUM  PRO 


Pick  a  ivroiig  server  and 
things  could  get  coiiiplicnted. 
Pick  a  Digital  server  and  siid- 
deidi/  life  becomes  less  stressful.  One  reason: 
now  you  can  get  the  Prioris'"  server  that 
came  in  first  in  the  TPC  -C  benchmark* 
among  all  systems  running  Microsoft' 
Windows  NT"  4.0  and  SQL  Server  "6.5. 
And  to  make  your  decision  even  sim- 
pler, they  all  come  with  ServerWORKS  " 
Manager,  the  manageineut 
tool  that  actuallif  has 
Windows  NT  support  buUt 
right  in.  Add  the  fact  that 
im  other  vendor  can  equal 
Digital's  full  line  of 
Wind 0 ws  N T-o p tim ized 
products,  or  the  service  ami 
support  to  back  them  up, 
ami  it  beconu's  very  clear: 
Digital  is  the  optimal 
choice.  For  [/our  nearest 


Prions'-  ZX  6000  Series 

Wiiwer  of  6  AIM  TLXimohgy  Hal 
Iron  Awards.  3  on  Wmdoivs  NT 

Full  line  of  servers  from 
U6MHz  lolOOMHz  Penimm 
Pro  proeessors,  tiesi^neil  with 
high  bmidwidlti  PCI 

64MB  to  2CB  memory. 

Sen'erWORKS  '  Mmiai:er  and 
SewerWORKS  -  Quick  Lmiiidi 
are  standard  on  all  si/stems 


ID 


WHATEVER  IT  TAKES 

reseller,  call  1-800-DIGITAL,  or  visit 
zv  w  zv .  zv  i  n  d  o  zu  s .  d  ig  ital  .com . 

■First  in  price/pertormance  with  TPC-C  results  lor  Digital  ol  6,712  53  ipmC  a\ 
$65  16'lpmC  Digital's  TPC  fesulls  [as  of  tl/l4/96)  obtained  running  Micfosotl  Windows 
NT  4  0  and  Microsoti  SQL  Server  6  5  on  a  Digital  Pnons  ZX  6200  MP/4  TPC-C  results 
tor  (he  pertormance  mnner  up  Compaq  ProLiant  5000  Model  6/200  c/s  are  6.671  67 
tpmC  at  $90  20/tpmC  i^^'  Digital  Equipmenl  Corporation.  1997  Digital,  ttie  Digital  logo, 
Sen/erWORKS  and  Pnons  are  Irademafks.  and  Whatever  II  Takes  is  a  service  marlv  ot 
the  Digital  Equipment  Corporation  Intel,  Pentium,  and  the  Intel  Inside  Pentium  Pro 
processor  logo  are  regisieted  trademarks  ot  ihe  Inlel  Corporation  TPC  is  a  regislered 
trademark  ol  the  Transaction  Processing  Perlormance  Council  SOL  Server  is  a 
trademark  and  Microsoti  and  Windows  NT  are  registered  trademarks  ol  the 
MiCfOsotI  Corporation  in  the  U  S  and  other  countries 
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BROKERS 


SCHWAB  IS  FIGHTING 
ON  THREE  FRONTS' 

As  rivals  invade  its  turf,  the  broker  is  inventing  new  ways  to  retain  clients 


On  Feb.  5,  David  S.  Pottmck,  pres- 
ident of  Charles  Schwab  &  Co., 
nearly  fell  off  his  Stairmaster 
when  he  read  that  rivals  Morgan 
Stanley  &  Co.  and  Dean  Witter,  Dis- 
cover &  Co.  planned  to  merge.  But  after 
regaining  his  stride,  Pottnack  dismissed 
any  threat  ft'om  the  unexpected  union. 
"A  ginzzly  bear  and  a  koala  bear  just 
made  it  in  the  zoo,"  he  quips.  "Why 
should  I  be  losing  sleep  over  that?" 

Perhaps  he's  not  worried  about  that 
particular  combo.  But  it's  only  the  latest 
in  a  string  of  moves  by  big  Wall  Street 
firms  and  others  to  reshape  themselves 
to  court  the  small  investors  whom 
Schwab  has  so  successfully  romanced. 
MeiTill  Lynch,  Smith  Barney,  Pnidential 
Securities,  and  even 
NationsBank  have  all 
launched  their  own  mu- 
tual-fund "supeiTnarkets" 
to  go  head-to-head  with 
Schwab's  winning  One- 
Soui'ce  progi'am.  Memll 
Lynch  has  also  created 
an  aggressive  pricing 
structure  to  lower  its 
fees  and  commissions.  Fi- 
delity Investments  and 
Salomon  Brothers  Inc. 
have  teamed  up  to  offer 
Fidelity's  customers  Sa- 
lomon's initial  public  of- 
ferings and  research. 
And  Internet  brokers 
such  as  E*TRADE  Group 
Inc.  offer  trading  to  the 
cost-conscious  investors 
at  half  Schwab's  commis- 
sion. "Schwab  is  like  an 
army  fighting  on  three 
fronts,"  says  Christos 
M.  Cotsakos,  e*trade's 
president  and  ceo,  not- 
ing that  the  largest 
influx  of  new  accounts 
at  E*TRADE  comes  at 
Schwab's  expense. 

These  maneuver,  cou- 
pled with  an  avalanche 


of  aggi'essive  ad  campaigns  and  the  siz- 
zling market,  make  rivals  appear  to  be 
closing  in  on  Schwab.  Michael  A.  Flana- 
gan, a  securities  analyst  at  Financial 
Service  Analytics  Inc.  in  Philadelphia, 
says  that  fi'om  1991  to  1994,  Schwab's 
compounded  annual  revenues  gr-ew  more 
than  twice  as  fast  as  the  industry  aver- 
age. But  in  1995-96,  Schwab  barely 
edged  out  rivals — with  30%  growth, 
compared  with  an  industry  average  of 
28%.  "For  the  past  lo' 
years,  Schwab  has  had 
most  of  the  arrows  in  its 
quiver,"  says  Flanagan.  "It 
now  finds  its  competitors 
very  well-armed." 

Stiff  competition  is  notii- 


ing  new  to  the  San  Francisco  discouil 
"Competition  is  the  source  of  all  iniiii 
tion,"  says  Chairman  and  ceo  Chs! 
R.  Schwab.  So  ar"e  industry  shake-upf 
1974,  Schwab  sent  ripples  thi'oughi 
brokerage  Establishment  by  b^iiig 
first  to  discount  commissions.  T 
Schwab  transformed  the  way  mui 
funds  a:-e  sold — with  its  1984  launch ' 
superTnar'ket  that  lets  investors  cli 
among  a  wide  i"ange  of  funds  and  cd 
idate  them  in  one  ac(  (  n . 

Now,  as  the  coiri| 
sets  its  sights  on  thf 

sees  Schwab  possibly  IZrlnlctriil 

linking  up  with  "a  Schwab  believes  it's  - . 
firm  like  Goldman"     cusp  of  revolution  N-^ 


TEAM  PLAYER 

President  Pottruck 


WHAT  SCHWAB  IS 
DOING  TO  KEEP 
ITS  EDGE 

►  Developing  self-help 
products  for  customers' 
use  in  making  investment 
decisions. 

►  Introducing  a  broad 
range  of  Internet-based 
transaction  and 
information  services 
such  as  Market  Buzz 

►  Streamlining  customer 
service  to  give  investors 
more  personal  attention 

►  Creating  a  system  to 
identify  those  customers 
who  are  in  need 
of  assistance 

►  Simplifying  its  mutual- 
fund  selection  by  offering 
"funds  of  funds" 

►  Boosting  its  ad 
budget  to  include  the 
broadcast-TV  networks 
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NONPLUSSED 

Chairman  Schwab 
says:  "Competition 
is  the  source  of 
all  innovation" 


remains  sleek,  [the 
^  changes]  will  give 
5  room  for  our  own 
iment  and  expan- 
lys  Schwab. 
HTHINE.  So  fai-, 
has  done  pretty  well, 
kerage  has  expanded 
ings  by  36%  in  each 
)ast  five  years.  Cus- 
assets,  aided  by  a 
y  stock  market  and 
eased  control  that  in- 
s  exert  over  theii'  re- 
t  funds,  have  more 
ubled  since  1994,  to 
Ilion.  Even  Schwab's 
:h-old  Intel-net  trad- 
fram  has  abeady  cai> 
?9  billion  in  client 
A.nd  Schwab's  stock 
performed  brokerage 
in  the  Standard  & 
500-stock  index, 
I  275%,  vs.  160%  for 
lustry  group  since 
ck  market  bottomed 
1994.  "We  really 
t  be  asking  what  fiill- 
brokers  are  going  to 
;hwab,"  says  Richard 
uss,  a  securities  ana- 
joldman,  Sachs  &  Co. 
3uld  be  asking  what  Schwab  will 
ill-service  brokers." 
discounter  is  spending  heavily 
on  computer  programs  to 
guide  customers  through 
the  labyrinth  of  investment 
options.  In  February, 
Schwab  launched  Market 
Buzz,  an  information  ser- 
vice on  its  Website  that  of- 
fers market  news,  data,  and 
research.  Perhaps  most  im- 
portant, Schwab  is  beefing 
up  the  back-office  support 
and  investment  services  it 
offers  to  its  network  of 
5,000  independent  invest- 
ment advisers.  Those  ad- 
visers' clients  account  for 
$72.9  bilhon,  or  nearly  one- 
third,  of  Schwab  assets. 
The  company  wants  to  in- 
crease its  army  of  advisers, 
who  are  guaranteed  at 
least  one  referral  a  month. 

These  days,  Schwab's 
clients  could  use  the  help. 
A  striking  50%  of  the  bi'o- 
kerage's  new  customers  to- 
day have  never  invested 
before — compared  with  less 
than  5%  in  1987.  "Our  cur- 
rent push  is  to  make  sure 
that  our  customers  who 
need  help  get  it  and  that 
our  customers  who  don't. 


SCHWAB'S  PHENOMENAL 
ASSET  GROWTH 


IN  BILLIONS  OF  DOLLARS 


1994 


1995 


1996 


TOTAL  CLIENT  ASSETS 

$122,6 

$181.7 

$253.2 

INVESTMENT  MANAGER 

CLIENT  ASSETS 

32.6 

50.6 

72.9 

MUTUAL-FUND  ASSETS 

31.0 

50.0 

74.6 

MONEY  MARKET  FUNDS 

22.1 

29.7 

39.4 

DATA  CHARLES  SCHWAB  &  CO, 


THE  COMPETITION 
IS  CATCHING  UP 

COMPOUNDED  AVERAGE  ANNUAL  REVENUE  GROWTH  RATE 
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  SCHWAB       —  BHH|  

  ^  _  ■  BROKERAGE    ^^^H^_ 

INDUSTRY  ^^^B^^ 


)991'94  1995-'96 

DATA;  FINANCIAL  SERVICE  ANALYTICS  INC 


don't  get  it — and  don't 
have  to  pay  for  it,"  ex- 
plains Pottruck. 

To  get  that  message  out, 
Schwab  has  boosted  its  ad 
budget.  In  1996,  the  com- 
pany spent  $84  milhon  on 
ads,  up  from  $53  milhon  in 
1995.  This  year  promises  to  be  even 
costlier,  with  the  introduction  of  splashy 
campaigns  on  broadcast  networks  in  ad- 
dition to  the  cable  channels. 

Schwab  is  also  retooling  customer 
service,  importing  fresh  ideas  from  out- 
side the  financial-services  industry.  For 
instance,  Schwab  has  studied  fast-food 
companies  such  as  McDonald's  Corp.  to 
see  how  their  management  of  ft-anchises 
might  help  Schwab's  interaction  with 
branch  offices.  Pottruck  has  also  met 
with  the  CEOs  of  Hewlett-Packard  Co. 
and  Home  Depot  Inc.  to  leai-n  how  they 
deal  with  customers.  As  a  result,  in 
part,  the  discounter  recently  consolidat- 
ed its  phone  centers  so  that  inquiines  or 
complaints  from  customers  at  certain 
branches  are  answered  by  the  same 
people  each  time.  In  addition,  these 
phone  banks  free  up  branch  employees 
to  devote  more  time  to  assisting  cus- 
tomers who  need  investment  help. 
IPO  OPTION.  Schwab  is  particularly  in- 
terested in  identifying  customers  who 
might  defect  to  a  full-service  broker  be- 
cause they  aren't  getting  the  attention 
they  need.  By  the  end  of  1997,  the  com- 
pany hopes  to  have  a  system  in  place 
that  will  flag  accounts  in  which  there 
has  been  a  fall-off  in  transactions  or  an 
accumulation  of  cash  in  money-market 
accounts.  Schwab  would  then  contact 
these  investoi's  to  see  if  they  need  more 
assistance. 

Improved  service  is  only  part  of  the 


strategy.  Schwab  is  also  trying  to  create 
a  broader  menu  of  products.  To  simphfy 
mutual-fimd  selection,  Schwab  has  rolled 
out  "funds  of  funds" — giving  investors 
an  array  of  funds  in  one  package.  It's 
also  testing  a  number  of  new  products, 
including  a  futui-es  trading  progi'am.  Of 
course,  not  all  the  initiatives  meet  with 
customei"  approval.  Tiials  for  mortgages 
and  credit  cards,  for  instance,  have  been 
chsappointing  so  Schwab  won't  be  push- 
ing on  those  fronts. 

In  addition,  Schwab  is  talking  to  in- 
vestment banks,  notably  Goldman  Sachs, 
about  forming  an  alliance  that  would 
give  its  retail  clients  the  chance  to  in- 
vest in  underwritings  such  as  IPOs. 
Right  now,  Schwab's  customers  have  to 
wait  until  a  hot  stock  starts  trading 
rather  than  buy  it  on  the  offering — usu- 
ally at  a  lower  price.  Pottnick  calls  it 
"quite  possible  that  we  would  have  al- 
liance with  a  fii'm  hke  Goldman."  Gold- 
man Sachs  declined  to  comment. 

Of  coui'se,  none  of  this  means  Schwab 
is  on  its  way  to  replacing  giants  such  as 
Merrill  Lynch.  Discounters  and  mutu- 
al-fund companies  combined  still  only 
account  for  a  quarter  of  the  retail  bro- 
kerage market.  Moreover,  some  consul- 
tants predict  that  investors  could  flee 
discount  brokerages  when  the  current 
market  turns  bearish.  "You'll  see  more 
people  sliifting  back  to  full-service  hous- 
es because  they  want  hand-holding  in  a 
crisis,"  says  Navtej  S.  Nancb^a,  a  partner 
in  the  financial-services  group  at  Booz 
Aflen  &  Hamilton  Inc.  Not  if  Schwab 
gets  its  way.  Its  game  plan  is  to  make 
its  products,  services,  and  investment 
advice  so  appealing  that  customers  will 
have  no  reason  to  run. 

By  Linda  Himelstein 
in  San  Francisco 
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CORPORATE  FINANCE  

MONEY,  MONEY 
EVERYWHERE 

Thanks  to  a  bull  market,  capital  costs  are  at  a  40-year  low 

Today  is  heaven  for  corporations 
looking  to  raise  money — whether  an 
Internet  startup  doing  an  initial 
public  offering  or  an  old-line  manufac- 
turer issuing  bonds  to  finance  a  new 
factory.  According  to  a  study  by  the 
University  of  Pennsylvania's  Albert 
Ando  and  two  other  economists  pub- 
lished in  January  by  the  National  Bu- 
reau of  Economic  Research,  the  average 
cost  of  equity  and  debt  is  at  or  near 
its  lowest  point  of  the  last  40  years. 
"Nothing  looks  bad,"  says  Jean  Hel- 
wege,  a  senior  economist  at  the  Feder- 
al Reserve  Bank  of  New  York.  "I  can't 
see  a  single  market  where  you'd  say, 
'Oh,  God,  it's  a  terrible  place  to  raise 
funds.'" 

The  cost  of  capital  can  be  critical  to 
whether  an  economy  succeeds  or  fails. 
Simply  speaking,  it's  how  much  compa- 
nies have  to  pay  for  the  use  of  money. 
IPO  BOOM.  In  the  debt  market,  the  cost 
of  capital  is  the  rate  of  interest,  adjust- 
ed for  inflation.  In  the  equity  market, 
it's  similai' — the  profit  that  a  company  is 
expected  to  pi'oduce  on  each  dollar  in- 
vested in  its  stock.  That's  the  earnings- 
price  ratio,  the  flip  side  of  the  better 
known  jjrice-earnings  ratio.  Thanks  to 
the  bull  market,  the  price-earnings  ratio 
has  soai-ed  and  its  inverse,  the  earn- 
ings-price ratio,  has  ])lummeted.  For  the 
Standard  &  Poor's  500-stock  index,  it 
fell  by  nearly  2  percentage  points,  from 
8%  in  the  late  1980s,  to  6.1%  in  1995-96 
(chart).  Todav  it's  under  5%. 


remains  sluggish.  In  the  U.  S.,  by 
trast,  lots  of  companies  are  takin; 
vantage  of  the  financial  mar 
sti'ength  to  raise  money  inexpens 
Securities  Data  Co.,  a  unit  of  Tho 
Financial  Services,  calculates  thai 
amount  of  new  debt  issued  in  1996 
record  of  $.300  billion,  while  the  arii 
of  new  stock  hit  a  I'ecord  $115  bif; 

Much  of  the  stock  issued  last] 
was  in  initial  public  offerings  inl 
technology.  "The  last  18  months  I 
simply  been  the  best  time  for  ji 
technology  companies  to  raise  di 
capital,"  says  James  W.  Breyer,  i 
aging  partner  of  Accel  Part 
a  San  Francisco  ventu)-e-c 
firm.  As  for  debt,  coni] 
such  as  Walt  Disney,  J.C.' 
ney,  and  IBM  are  breaking  s 
k   k     tion  by  issuing  lOO-yeai-  1 
(j  ^       Others  are  refinancing  o 
debt  at  lower  rates.  Toi  n 
paying  8%  on  most  of  its 
term  debt,  down  from  1 
so  before  a  series  of  id 
ings  over  the  last  two 
says  Gerald  T.  Knight,  i 


But  with  profis 
strong,  comparj 
don't  need  mi 
financing 


Of  course,  cheap  capital  is  worthless 
if  companies  decide  there's  nothing  to 
spend  it  on.  That's  the  situation  in 
Japan,  where  some  real  interest  rates 
are  actually  negative  and  earnings-price 
ratios  are  microscopic,  yet  investment 


How  the  Cost  of  Capital  Has  Declined 


EQUITY  CAPITAL 
IS  CHEAPER... 


...WHILE  REAL  RATES 
HAVE  FALLEN  LESS.. 


INFUTION-ADJUSTED 

(■          RATE  ON  10-YEAR 

°         TREASURY  BONDS 


...MAKING  DEBT 
LESS  AHRACTiVE.. 


EARNINGS-PRICE 

RATIO  ON 
S&P  500  INDEX 


NET  DEBT 
ISSUANCE  AS  A 

PERCENTAGE  OF    -30  — 

INTERNAL  FUNDS** 


1988-'89         1995-'96  1988-'89  1995-'96 

A  PERCENT  A  PERCENT 

DATA  STANDARD  8  POOR'S  CORR,  DRI/McGRAW-HILL 


1995-'96* 


-40 


A  PERCENT 


A  PERCENT 


nHROUGH  THIRD  QUARTER  OF  19% 


the  Bloomington  (Minn.llav 
mower  maker 

That's  not  to  say  that 
I'ate  America  on  the  whu 
a  binge  of  selling  stor 
bonds.  Most  companies  don't  u 
With  profits  so  strong,  they  can 
theii'  investments  thi'ough  retaiiK 
ings.  That  degi'ee  of  self-i'elianci 
what  diminishes  the  impact  of  ( 
capital  on  corporate  behavio 
William  Lewis,  t 
ner  in  charge  ol 
sey  &  Co.'s  M( 
Global  Institi 
Wasliington,  D. 

While  both 
and  debt  capit 
gotten  cheapt 
biggest  drop  h; 
on  the  equity  ; 
back  to  1988-.S' 
the  economy  w- 
similar  point 
business  cycle, 
sured  by  the  ui  i 
ment  rate.  Bai 


...AND  SLOWING 
STOCK  RETIREMENTS 


NET  EQUITY 
ISSUANCE  AS  A 
PERCENTAGE 
OF  INTERNAL 
FUNDS** 


1995-'96* 
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le  NCR  Scalable  Data  Warehouse. 


3  out  of  the  top  5  airlines  have  taken  oti' 
witli  our  data  warehouses. 

Looking  to  use  data  Vv'arehoLLsing  to  gain  a  competitive  edge?  Choose 
NCR,  the  company  that  is  recognized  worldwide  as  the  inckistr)'  leader 
r^S^rTn^TfV '       NCRTeradata  database  is  the  most  proven  and 

mimJ  r  I'M  r  parallel  database  engine  in  the  industry, 
llllLUdwU  rJU""*  scaling  from  a  few  gigabytes  all  the  way  up  to  KJ 
terabytes  and  beyond.  And  our  NCR  WorldMark'"  servers  are  the  only 
platform  that  scales  from  SMP  to  clusters  to  MPI?  allowing  businesses  to 
start  their  data  warehouse  small  and  grow  it  to  any  size. 

NCR  Worldwide  Services  professionals  can  help 
you  set  up  and  maintain  a  data  warehouse  that  is 
just  right  for  your  needs.  To  learn  more  about  NCR's 
scalable  data'warehouse,  call  1  800  CALL-NCR, 
ext.  3000.  Or  \  isit  http://www.ncrc()m 


(^NCR 


Mark  servers  shown  feature  Intel  Pentium  Pro  Processors,  ttie  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  and  ttie  Pentium  Processor  Logo  and  the  Pentium  Pro 
)r  are  trademarks  of  Intel  Corporation.  Teradata  is  a  registered  trademark  and  WorldMark  is  a  trademark  of  NCR  Corporation.  ©1997  NCR  Corporation.  All  rights  reserved. 


Finance 


equity  was  about  3.6  percentage  points 
more  costly  than  debt.  That's  gauged 
by  comparing  the  earnings-price  ratio 
of  the  s&p  500  at  about  8%  with  the 
real  interest  rate  on  10-year  Treasuiy 
bonds  at  about  4.4%  (charts).  The  gap 
has  since  narrowed  to  about  2.4  per- 
centage points. 

The  result  is  that  CFOvS  are  leaning 
much  more  toward  equity  than  they  did 
in  the  late  1980s.  Tr'ue,  a  number  of 
companies  are  buying  back  theii'  shares 
in  hope  of  boosting  stock  prices — as 
Philip  Morris  Cos.  is  doing  under  a 
thi*ee-year,  $8  billion  buyback  announced 
Feb.  26.  The  wave  of  mergers,  too,  is 
tending  to  extinguish  equity  as  compa- 
nies disappear. 


Today's  cheaper  funds 

haven't  caused 
companies  to  binge  on 
capital  investments 


But  these  trends  toward  reducing  eq- 
uity were  much  stronger  in  the  late 
1980s,  when  mergei-s  and  leveraged  buy- 
outs wiped  out  huge  swaths  of  equity. 
Today,  companies  ai'e  still  retiring  equity 
on  the  whole — but  they  ai-e  doing  so  at  a 
much  slower  pace  than  in  the  1980s. 
HURDLE  RATES.  Today's  lower  cost  of 
capital  is  stimulating  corporate  invest- 
ment— but  only  to  a  degree.  In  theory, 
the  availability  of  cheaper  capital  should 
encoui'age  companies  to  lower  the  "hur- 
dle rate"  that  they  use  to  judge 
whether  projects  are  worth  investing 
in.  In  practice,  though,  hurdle  rates 
don't  change  as  quickly  as  pi'ices  of 
stocks  and  bonds. 

Toro  is  tyjiical.  When  the  company 
found  itself  with  excess  cash  in  1995 
and  1996,  it  used  the  money  to  repiu"- 
chase  shares  because  it  couldn't  find  any 
appropriate  acquisitions  or  internal  proj- 
ects that  met  its  pre-established  target 
for  return  on  investment.  "We  don't 
make  major  adjustments  within  a  thi'ee- 
year  cycle,"  says  Toro's  Knight.  Like- 
wise, Pitney  Bowes  Inc.  is  buying  back 
9.2  milhon  shares  over  the  next  two 
years  because  executives  don't  see  any 
"must"  investments  that  aren't  already 
funded. 

Still,  for  fast-gi'owing  companies  that 
do  need  to  raise  money — and  there  are 
thousands  of  them — today's  lower  cost 
of  capital  is  manna  from  above. 

By  Peter  Coy  in  New  York,  imth  hv- 
reau  reports 


INSURANCE 


DOES  YOUR  COMPUTER 
NEED  MILLENNIUM  COVERAGE? 

The  2000  glitch  could  be  costly-so  insurers  are  leaping  in 


It  was  bound  to  happen.  Growing  anx- 
iety over  the  yeai"  2000  computer  bug 
has  spiured  insurance  companies  and 
brokers  to  try  to  capitalize  on  what 
could  be  a  potentially  lai'ge  and  lucrative 
market:  millennium  insurance. 

The  draw?  Costly  business  disrup- 
tions and  lawsuits  may  occur  despite 
the  $;^00  billion  to  $600  billion  that  Gart- 
ner Group  Inc.,  a  technology  research 
firni,  estimates  is  being  spent  worldwide 
to  reprogram  computers  to  read  2000. 
Those  disiaiptions  and  ensuing  htigation 
could  cost  $1  trillion,  figiuing  average 
legal  costs  and  a  5%  failure  rate, 
says  Steven  L.  Hock,  managing 
partner  for  operations  at  the 
San  Francisco  law 
fii-m  Thelen,  Marrin, 
Johnson  &  Bridges. 

Several  insurers 
and  br'okei-s  have  al- 
ready unveiled  their 
plans — and  some  of 
them  cost  a  pretty  pen- 
ny. American  Interna- 
tional Group  Inc.,  with 
Minet  Inc.,  a  broker 
owned  by  St.  Paul 
Cos.,  expects  to  write 
its  first  pohcy  in  six 
weeks.  For  $100  million 
of  coverage — the  initial 
amount  available — ^the  in- 
sured would  pay 
$60  million  to  $80 
million  to  aig.  If 
losses  are  higher 
than  what  the  in- 
siu-ed  has  paid  in, 
AIG  will  pay  the 
difference.  If  loss- 
es are  lower  or 
nonexistent,  aig 
wall  return  all  but 

10%  to  15%  of  the  total  premium  paid. 
"It  looks  attractive,  but  I  haven't  made 
any  decision,"  says  Chi-ister  Magnusson, 
head  of  risk  management  at  Sweden 
Post  Group,  which  nms  a  giant  banking 
system  and  delivers  the  mail  m  Sweden. 

Insurance  broker  Mai'sh  &  McLennan 
Inc.  is  offer-ing  a  more  typical  and  cheap- 
er insurance  plan  in  which  the  likely 
premium  paid  would  be  up  to  $5  mil- 
lion for  up  to  $200  million  of  coverage, 


says  William  A.  Malloy,  a  managit 
rector  at  the  broker.  Possible  i 
wiitei-s  include  Ziuich- American,  1. 
of  London,  and  Reliance  National' 
tentially  there  vdll  be  hundreds  { ; 
lions  of  dollars  of  premium  invd/i 
says  Mark  L.  Owens,  executiveiv 
president  at  Reliance  National 
ance  Co.  Eric  M.  Kamen,  a  ma 
dii-ector  at  Morgan  Stanley  &  C 
studied  the  policy.  "The  produ 
enough  appeal  that  we  are  going 
low  up  and  meet  vrith  them." 

Despite  the  high  risk  of  und 
ing,  other  insui'ers  are  sure  to  jui 
the  2000  ar-ena.  Marr  T.  Haact 
president  of  the  technology 
group  at  usf&g  Insurance,  says  tl 
pany  is  likely  to  offer  a  specific 
nium  product  or  enhancements  b 
ing  coverage. 

With  existing  policies  not  c( 
losses  entii'ely  or  at  all,  special 
ance  may  be  a  welcome  salve  e 
companies  that  have  done 
job  retooling  their  systems, 
definitely  consider  it.  We  ar 
thi'ough  the  assessment  proo 
it's  got  to  make  sense  from 
benefit  point  of  view,"  s 
Devlin,  director  of  Ci 
-  -  _    year  2000  Enterprise  p 
Citi  hasn't  yet  studi 
specific  insurance  plan, 
its  legal  and  risk  mana 


COUNTDOWl 


Some  early 
have  unveiled  plans  to  cover  pa| 
a  possible  $1  trillion  in  losses 


departments  evaluating  the! 

Many  companies — and  even  i 
sui'ance  companies — will  forgo  in 
fix  their"  systems,  and  take  their  I 
Says  Reliance's  Owens:  "We'd  bd 
to  self-insm-e,  although  we  have^ 
ized  the  decision."  But  as  the  1 
tury  approaches,  more  and  mi 
may  decide  it's  better  to  share 
with  insurance  companies. 

By  Alison  Rea  in  A 
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Introducing 

CFO  Vision 


THE  POWER  TO 

FIGURE  IT  OUT. 


CISIONS  ARE  TOUGHER. 


E  IS  CRITICAL 


SOURCES  ARE  LEANER. 


DTHE  BUCK  STOPS  WITH  YOU 


YPE  JUST  WON'T  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively... and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency. 

Powerful,  award-winning  data  warehousing, 
OLAR  graphics,  and  EiS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 

at  bw@sas.sas.com 


919.677.8200    Fax  919.677.4444  vww.sas.com/vision/ 


SAS  is  a  registered  trademark,  and  CFO  Vision  a  trademark, 
of  SAS  Institute  Inc.  Copyright  ©  1996  by  SAS  Institute  Inc. 


Finance 


MUTUAL  FUNDS 

RUSHING 
TO  RUSSIA 

Money  managers  are  chasing 
billions  held  in  small  stashes 

Skipping  lunch,  Sergei  V.  Matrenok 
hops  on  the  Moscow  metro  to 
Credit  Suisse  Investment  Funds' 
new  sales  office  on  the  ground  floor  of  a 
Stalin-era  skyscraper  on  Kudi'inskaya 
Square.  Under  crystal  chandeliers  and 
gilded  ceiling's  that  Credit  Suisse  spent 
nearly  $1  million  to  renovate,  12  clerks 
sit  at  computers  taking  orders.  In  half 
an  hour,  Matrenok,  36,  is  on  his  way 
back  to  his  desk  at  Lipetsk  Bank,  a  cer- 
tificate for  $4,000  worth  of  shares  in  the 
Swiss  bank's  Large-Cap  Equity  Fund 
in  his  pocket.  Says  Matrenok:  "If  you 
want  to  make  money,  you  have  to  invest 
in  the  stock  market." 

That's  music  to  the  ears  of  the  man- 
agers of  some  of  the  world's  biggest  mu- 
tual funds.  With  Moscow's  stock  market 


PLUSH  DIGS:  Credit  Suisse  speiit  $1  ntillioK  to  renovate  its  Moseotv  offici 


up  60%  since  Jan.  1,  and  individuals 
hoai'ding  an  estimated  $30  billion  in  hai'd 
currencies,  such  U.  S.  money  managers 
as  Franklin/Templeton  and  Pioneer  are 
competing  with  Credit  Suisse  and  local 
financial  groups  to  sell  Russian  equity 
and  bond  fimds  to  small  investore  across 
the  countiy.  "There's  no  reason  why  we 
can't  duplicate  in  Russia  what  we  have 
in  the  United  States,"  says  J.  Mark  Mo- 


bius,  president  of  the  New  York 
Exchange-listed  Templeton  Russia 
The  equity  boom  of  1997  is  bci 
by  foreigTi  m.oney  pouring  into 
on  the  back  of  the  Moscow  stochi 
ket's  156%  surge  last  year.  Altw 
more  local  investors  are  warmg 
stocks,  foreigners  still  account  r 
least  90%  of  trading.  Although  ii 
Russian  industry  is  still  unpruc.i 
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litics  are  unsta- 
my  overseas  in- 
i  say  they  no 
view  the  coun- 
a  mess.  They  ar- 
at  the  economy 
lilizing,  interest 
ire  falling,  and 
ate  profits  and 
Lire  are  improv- 
jreigners'  confi- 
las  also  been  bol- 

by  the  World 
International  Fi- 
Corp.'s  inclusion 
sia  in  its  widely 
d  index  of  emerging  equity  mar- 
5t  fall.  Money  managers  say  that 
ed  many  global  equity  funds. 
HON.  At  least  41  equity  and  debt 
simed  at  investors  in  the  U.  S. 
ler  countries  now  have  more  than 
llion  in  assets,  estimates  Ian  M. 
,  editor  of  Micropal  Emerging 
t  Fund  Monitor.  For  the  most 
)reign — and  domestic — investors 
ying  into  liquid  olue-chip  issues, 
ng  Rostelekom,  a  big  long-dis- 
ihone  company,  and  such  rich  en- 
'oducers  as  Lukoil,  GazjDrom,  and 
■  utility  Unified  Energy  System. 
iure,  some  foreigners  might  flee 

if  a  new  political  crisis  breaks 
it  analysts  note  that  Russia's  low 


MOSCOW'S  NEW  MUTUAL  FUNDS 


FOR  RUSSIANS... 


...AND  FOREIGNERS 


FUND                                 ASSETS  (MILLIONS) 

FUND 

Aobtis  (MILLIUNcj) 

CREDIT  SUISSE  RUBLE 

$5.2 

PIR^T  Nl^  RFRinNAI 
nnoi  nio  nLuiuuHL 

4>1  JO 

CREDIT  SUISSE  HARD  CURRENCY 

5.0 

UnDTAM  CTAUl  CV  DIICCIA** 
MUKhAN  olANLcT  KUobIA 

1  A  1 
141 

CREDIT  SUISSE  LARGE-CAP  EQUITY 

0.3 

REGENT  RUSSIAN  DEBT 

130 

PIONEER  FIRST  VOUCHER 

0.6 

TEMPLETON  RUSSIA** 

113 

PALLADA  GOVT.  SECURITIES 

0.6 

FLEMING  RUSSIA 

107 

ILYA  MURAMETS 

0.1 

REGENT  WHITE  TIGER 

104 

'Largest  of  40  international  funds 

**LI.S.-listed  fund 

DATA  MICROPAL  [MERGING  MARKET  FUND  MONITOR,  BLOOMBERG  FINANCIAL  MARKETS,  BUSINESS  WEEK 

foreign  debt  and  ample  reserves  of  hard 
currencies  should  cushion  the  blow  of 
any  market  retreat  on  the  economy. 

Taking  advantage  of  the  upbeat  mar- 
ket mood,  the  first  stock  fund  aimed  at 
local  investors,  Credit  Suisse's  Large- 
Cap  Equity,  opened  Jan.  31.  It  has  col- 
lected some  $300,000.  Russians  have  in- 
vested $12  million  in  mutual  funds  since 
Nov.  12,  when  Boston's  Pioneer  Group 
opened  Russia's  fii'st  mutual  fund,  Pio- 
neer First  Voucher,  to  invest  in  gov- 
ernment debt.  That  even  $12  million 
has  flowed  in  is  impressive,  given  that 
nearly  30  million  Russians  lost  their 
nest  eggs  in  pyi-amid-style  investment 
scams  in  1994  and  1995.  With  memo- 
ries of  the  scams  still  fi-esh,  "we  need  to 


educate  the  public  that 
this  is  an  entirely  new 
ty])e  of  instnament  that 
is  open  and  transparent 
and  strictly  regulated," 
says  Tim  Frost,  direc- 
tor of  Pioneer  Group's 
Russian  financial  ser- 
vices activities. 

To     prevent  new 
pyramid  schemes,  the 
government  has  issued 
more  than  20  regula- 
tions  for  fund  man- 
agers. Companies  must 
go  through  a  rigorous 
registration  process,  and  only  15  have 
received  hcenses  so  far.  But  "there  are 
many  more  people  trying  to  create 
scams  than  control  them,"  concedes 
Dmitri  V.  Vasilyev,  chairman  of  the  Fed- 
eral Securities  Commission. 

Over  the  next  few  months,  several 
more  blue-chip  equity  funds  are  expect- 
ed to  join  Credit  Suisse's  offering.  If 
the  mai'ket  keeps  its  momentum,  money 
managers  are  hoping  more  individuals 
will  move  some  of  theii"  cash  into  equity 
funds.  If  consumers  take  to  stocks  with 
the  enthusiasm  that  the  current  crop 
of  fimd  managers  predicts,  there's  boimd 
to  be  more  big  names  seUing  funds  on 
the  streets  of  Moscow  before  long. 

By  Patricia  Kranz  in  Moscow 


Introducing  the  powerful  Portege. 

Better  isn 't  always  bigger-  Take  the  new  lightweight 

Portege  660CDT  with  a  150MHz  Pentium'^' 
processor,  a  1.35GB  hard  drive  and  a  built-m  . 
slimline  SelectBay™  that  allows  you  to  swap  a  CD-ROM,  floppy 
disk  drive  or  perhaps  an  additional  battery.  It's  Toshiba's 
ultimate   m   flexibility  and   usability  from    the  award- 
winning  Portege  line.  For  more  information,  visit  the 
Toshiba  Web  site  at  http://coniputers.toshiba.com.  or 
for  a  dealer  near  you,  call  1-800-457-7777. 


In  Touch  with  Tomorrow 

TOSHIBA 


^  ISOMHz  PESJTIUM  PROCESSOR 
Processing  power  and  PCI  architecture 
lor  blazing  performance. 

^  28.8Kbps  MODE?^ 

Stay  in  touch  and  be  productive  with 
a  built-in,  cellular-ready  28  8Kbps 
voice/fax  modem 

►  DOCKING  STSTIO^/ 

When  combined  with  either  Toshiba's 
Desk  Station  V  Plus  oi  NoteDock™  11 
Enhanced  Port  Replicator,  the  Portege 
oilers  expandabihty  with  the  comfort 
ol  desktop  computing. 

1^  rfJ!.L-M0T!OM  VldlO 

Zoomed  Video  technology  and  a  ZV  PC  Card 
piovide  hilUcreen,  hill-motion  video  without 
slowing  system  performance 

►  11?"  COLOR  m%Pi?,v 

A  big,  beaulilul  active-matnx  display 
provides  bnght,  colorful  images  at 
800  X  600  resolution. 

?.       .     ..  :,0M  ^_ 
Built-in  slimline  SelectBay  allows 
you  to  use  either  a  CD-ROM, 
lloppy  disk  dnve  or  an  optional 
second  battery 


Microsoft' 
Windows'95 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

A  SUITOR 

FOR  JOHN  ALDEN? 

Despite  the  frisky  Dow,  many  stocks 
have  yet  to  join  the  grand  bull  mar- 
ket. One  laggard  is  John  Alden  Finan- 
cial (JA),  a  group-life  and  -health  in- 
surer whose  shares  have  languished 
between  16  and  18  this  year,  down 
from  21  in  September.  That  frustrates 
stockholders  but  delights  the  money 
pros  who  have  been  buying  lately. 

They  reckon  that,  as  insurers  con- 
solidate, John  Alden  is  in  line  for  a 
bid  from  a  biggie.  These  money  man- 
agers put  the  takeover  value  of  John 
Alden  at  25  to  27  a  share,  based  on  the 
valuation  of  other  industry  buys. 

The  most  recent  major  deal  was 
American  General's  Feb.  13  announce- 
ment that  it  would  acquire  uslife,  pre- 
viously tagged  as  a  target  in  this  col- 
umn (BW— Jan.  20).  The  pros  now 
buying  into  John  Alden  are  the  same 
bunch  that  sniffed  out  uslife.  They 
argue  that,  vdth  John  Alden's  stock 
trading  near  its  52- week  low  of  16X, 
the  company  has  become  much  more 
vulnerable.  According  to  one  trader, 
investor  Richard  Rainwater  is  a  big 
John  Alden  stakeholder. 

In  December,  John  Alden's  board 
authorized  a  poison  pill  that — in  the 
event  of  a  takeover — guarantees  to 
shareholders  one  prefen'ed-share  pur- 
chase right  for  every  common  share 
they  hold.  It's  possible,  however,  that 
"the  buyout 


CHEAP 
DATE 


we 

expect  will  be  a 
friendly  deal," 
says  one  hedge- 
fund  manager. 

John  Alden's 
chief  market  is 
South  Florida, 
where  it  has 
formed  a  health- 
maintenance  orga- 
nization embrac- 
ing 3,800  doctors 
and  22  hospitals. 
John  Alden  has 
been  downsizing 
lately.  In  Decem- 
ber, the  company 
signed  an  accord  to  sell  its  annuity 
business  to  SunAmerica  for  about  $240 
million.  The  sale,  says  Standard  & 
Pooi-'s  analyst  Brendan  McGovem,  en- 
ables John  Alden  to  use  part  of  the 
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proceeds  to  finance  the  growth  of  its 
health-care  unit.  Analysts  expect  Alden 
to  post  earnings  of  $1.29  a  share  this 
year  and  $1.35  next. 

VIVID:  MORE  GEAR 
TO  DETECT  BOMBS 

On  Monday,  Feb.  24 — ^the  day  after  a 
gunman  opened  fire  atop  New 
York's  Empire  State  Building — shares 
of  Vivid  Technologies  (vvm)  jumped 
nearly  3  points,  to  a  new  high  of  2414. 
Why?  Vivid  is  a  big  maker  of  auto- 
mated inspection  systems  for  airline 
luggage  that  can  detect  plastic,  other 
explosives,  drugs,  and  cmrency. 

Vivid's  stock  had  been  red-hot  even 
before  the  Empire  State  tragedy.  It 
jimiped  from  10  in  mid-December  to 
20,  breaking  ana- 
lysts' price  targets. 
So  when  the  stock 
flew  to  24  that  Mon- 
day, some  analysts 
dovmgraded  it  from 
a  buy  to  a  hold, 
based  purely  on  the 
fast  rise.  That  pulled 
the  stock  down — 
back  to  21. 

"The  stock  has  be- 
come even  more  of  a 
buy  at  this  level," 
says  investment 
manager  Robin  Kerr 
of  Axe-Houghton  Associates  in  Rye 
Brook,  N.  Y.  "Let's  face  it,"  she  says. 
"Weapon-detection  systems  vwll  become 
more  a  part  of  our  lives." 

Kerr  and  analysts  note  that  on  U.  S. 
domestic  flights  and  most  world  air- 
ports' international  flights,  none  of  the 
baggage  is  subjected  to  screening  for 
explosive  material.  The  X-ray  system 
that  currently  scans  carry-on  baggage 
isn't  capable,  she  says,  of  detecting  ex- 
plosives— only  weapons. 

Vivid's  gear  automatically  identifies 
and  isolates  explosives  in  luggage  that 
passengers  check  in  at  airport  coun- 
ters. Vivid's  systems  are  in  use  at  75% 
of  airports  that  deploy  integrated  au- 
tomated-detection devices,  including 
London's  Heathrow  and  Gatwick  and 
Paris'  Charles  de  Gaulle.  No  such  sys- 
tems are  in  use  in  the  U.  S. 

"Vivid  has  sold  nearly  150  systems 
for  installation  in  airports  throughout 
Europe  and  in  Asia,"  says  Glenn 
Hanus,  an  analyst  at  Needham  &  Co., 
a  New  York  investment  firm.  By  Sep- 
tember, Vivid  expects  to  have  200  of  its 


KERR:  Detectors 
will  be  "a  part 
of  our  lives  " 


devices  installed.  Order  backlogs  i, 
$24  milUon  as  of  the  end  of  1996. 

Kerr  figures  that  Vivid  will  n 
600  a  share  this  year  and  about  | 
1998,  vs.  last  year's  150.  Those 
mates  don't  include  the  potent 
huge  U.  S.  market  or  future  sale 
Vivid's  hand-carry  detection  gear, 
believes  the  stock  vdll  hit  30  this 

NORDIC  MONEYBAI 
CALL  ON  ALUMAX 

It  seems  that  Alumax  (amx),  oncj 
fore  the  quarry  of  a  suitor,  is  desj 
to  be  ever  pursued  by  ardent  wood 
until  finally  won.  This  time  arJ 
Alumax,  the  nation's  third-largesti 
minum  maker,  is  said  to  be  talkina 
party  it  likes:  Norsk  Hydro,  Nor] 
largest  listed  industrial  company. 

"They  are  in  serious  discussion^ 
the  buyout  price  for  Alumax  lool 
be  in  the  55-a-share  area,"  sayf 
investment  banker  who  isn't  pa 
the  current  talks  but  has  con| 
among  people  in  the  know. 

In  February,  1996,  Alumax  rejl 
an  offer  from  Kaiser  Aluminii 
about  45  a  share. 
Last  year,  it  post- 
ed revenues  of 
$3.2  billion  and 
earnings  of  $5.19 
a  share.  Alumax, 
a  maker  of  alu- 
minum ingots  and 
aluminum  and 
steel  products  for 
the  construction 
and  transport 
trades,  operates 
more  than  100 
plants  and  other 
facilities  in  30 
states,  Canada, 
and  Europe. 

Norsk  had  revenues  of  $12.6 1 
last  year.  Its  three  principal  busi»d 
in  North  America  are  aluminujpa 
tmsion  (a  way  of  processing  alunpij 
fertihzer,  and  offshore  oil  and  jis  iK 
terests  in  Newfoundland.  It  ma(U 
billion  in  1996,  or  $4.93  a  share. 

One  stakeholder,  Tony  Hitsc!?i 
Brandywine  Asset  Managemen 
that,  even  at  55,  Alumax  is  a  1 
for  any  suitor  Based  on  fundar 
alone,  Alumax  is  worth  50  a  sh  t 
says.  Alumax  spokesman  Dan  rh  ■ 
chned  comment.  Norsk  CFO  Lei ' 
gaard  says  the  company  doesn 
ment  on  its  acquisition  plans. 


TAKING  OH 
MORE  GLEI 


OAIA  BLOOMBERG  FINANCII 
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38  awards  are  positive. 


iNSON'S  GUIDELINES 

BUYER'S  LAB 

BUSINESS 

BETTER  BUYS 

95 

1995 

CONSUMER  GUIDE 

FOR  BUSINESS 

1080 

-Best  Buy /Gold  Medal 

EP  2050  - 

Pick  of  the  Year 

1995 

1995 

205Q 

-  Best  Buy /Gold  Medal 

EP2152- 

Pick  of  the  Year 

EP  2050  -  Recommended* 

EP  1080 -  Editor's  Choice 

405a 

-  Best  Buy/ Gold  Medal 

EP  3050  - 

Pick  of  the  Year 

EP  2130  -  Recommended* 

EP  2130 -Editor's  Choice 

2152 

-  Best  Buy/ Silver  Medal 

EP  1080- 

Pick  of  the  Year 

EP  2152  -  Recommended* 

EP2152-  Editor's  Choice 

3050 

-  Best  Buy/ Silver  Medal 

1996 

EP  4050  -  Recommended* 

EP  3050- Editor's  Choice 

2130 

-  Best  Buy  /  Bronze  Medal 

EP  2050  - 

Pick  of  the  Year 

1996 

EP  4050  -  Editor's  Choice 

6000 

-  Best  Buy  /  Bronze  Medal 

EP  3050  - 

Pick  of  the  Year 

EP  21 52  -  Recommerided* 

EP  6000 -  Editor's  Choice 

9760 

-  Best  Buy  /  Bronze  Medal 

EP  1080- 

Pick  of  the  Year 

EP  3050  -  Recommended* 

EP  9760  -  Editor's  Choice 

>6  , 

EP  4050  -  Recommended* 

1996 

4050 

-  Best  Buy/ Gold  Medal 

EP  6000  -  Recommended* 

EP  1080 -Editor's  Choice 

1080 

-Best  Buy/ Silver  Medal 

EP  801 0  -  Recommended* 

EP  3050  -  Editor's  Choice 

2050 

-Best  Buy /Silver  Medal 

•For  a  free  copy  of  the  fuii  report 

EP  8010  -  Editor's  Choice 

3050. 

-  Best  Buy  /  Silver  Medal 

call  1-800-843-8100 

eoop;. 

-  Best  Buy  /  Bronze  Medal 

©1996  MINOLTA  CORPORATION 

proof  positive! 


Why  did  one  copier  line 
win  38  awards 
in  the  past  two  years? 

Sell  350,000  units 
in  the  past  five  years? 
And  enjoy  a  sales  increase 
3  times  better  than 
industry  average  in  one  year? 

Why? 

use  not  all  copiers  are  Minolta. 
Call  1-800-9-MINOLTA 
www.minoltausa.com 


Copiers 
Cameras 
Faxes 
Digital  Systems 
Document  Imaging 
Camcorders 
Binoculars 
Color  Sensors 

Only  from  the  mind 
of  Minolta 


MINOLTA 


BECAUSE  NOT  ALL  COPIERS  ARE  MINOLTA! 


Fujitsu's, 
of  course.  As  one  of  the 
world's  largest  software  companies, 
we're  developing  software  that's  changing 
e  way  business  works.  For  instance,  our  group 
juctivity  software,  TeamWARE®  is  helping  people 
)mpanies  around  the  world  communicate,  share 
nation  and  work  together  better.  cP  Our  object- 
ted  database  engine  and  tools  are  driving  new 
media  and  Internet  applications  that  bring  people 
information  together.  And  WebWorld,  our  website 
inology,  brings  companies  and  their  customers 
ogether  in  lively  interactive  virtual  worlds. 
cP  So  we  suggest  you  look  into  Fujitsu 
software.  It's  where  everything 
comes  together. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


Information  Processing 


MODEMS 


MY  MODEM 

CAN  LICK  YOUR  MODEM 

In  the  battle  of  the  speed  demons,  consumers  are  likely  to  win 


The  modem  wars  are  here  in  earnest. 
The  first  big  salvo  came  on  Feb.  26 
when  a  consortium  of  companies 
that  sell  70%  of  the  modems  worldwide 
banded  together  to  back  a  standard  for 
the  next-generation  modem — one  that 
will  let  computers  talk  to  each  other  at 
a  zippy  56,000  bits  per  second,  about 
twice  today's  speed.  In  gi-andstanding 
fashion,  the  consortium,  dubbed  Open 
56K  Forum,  timed  its  announcement  to 
preempt  the  launch  of  U.  S.  Robotics 


the  '70s.  But  maybe  not.  All  the  compa- 
nies are  promising  buyers  free  upgrades 
to  the  eventual  standard,  expected  next 
year.  When  a  compromise  is  reached, 
they  will  alter  their  modems  for  free  to 
work  with  all  the  others.  For  most  of 
the  new  modems,  customers  will  be  able 
to  download  a  piece  of  software  to  com- 
plete the  upgrade.  The  result:  For  once, 
the  big  winners  are  hkely  to  be  con- 
sumers— it"  they  can  get  over  their  initial 
confusion  about  which  modem  to  buy. 


61/{ — but  are  still  well  below  thi  fi! 
week  high  of  105^!.  ; 

The  competition  vdll  be  good  fdtt 
consumer.  Instead  of  charging  the  su; 
premium  for  the  jump  to  next-genetic 
technology,  modem  makers  are  i 
straight  to  a  price  war — even  i 
they  have  their  modems  on  the  ii!, 
Most  of  the  Open  56K  group  will 
modems  out  in  March.  The  No. : 
dem  maker,  Hayes  Microcomputer 
ucts  Inc.  in  Norcross,  Ga.,  regis 
more  than  40,000  people  for  a  deal 
fered  on  the  company's  Web  page: 
its  high-speed  modems  are  minx 
next  month,  customers  can  get  oi 
$99  by  sending  in  any  brand  nn 
even  a  decade-old  1,200-bps  model 
has  been  collecting  dust  on  the 
U.  S.  Robotics,  with  the  only  mode 
the  market,  hasn't  joined  the  pric< 
yet.  It's  selling  the  superfast  mode 
70%  more  than  current  modes- 
$199  for  a  version  that  slides  into  a  or 


AND  IN  THIS  CORNER... 

U.S.  ROBOTICS  has  lined  up  the  most  Interr' 
service  providers  behind  its  56-kbs  modem 
technology,  including  Amierica  Online,  Prodig; 
MCI,  and  CompuServe.  Demand  from  users  o 
such  services  is  fueling  the  boom  in  modem 
sales. 

ROCKWELL  AND  LUCENT  have  70%  of  the 
companies  that  sell  modems  and  personal  co- 
puters,  including  Compaq,  Hew/lett-Packard, 
and  Toshiba,  as  well  as  modem  makers  Hayes 
Xircom,  and  Zoom. 


A  LA  MODEM:  Corp.'s  speedy  new 
Price  wars  are  modem. 
already  raging  Well,  not  for  long. 
for  new  models  Later  that  day, 
3Com  Corp.  made  a 
$6.6  biUion  stock  bid  to  buy  U.  S.  Ro- 
botics. That  gives  the  modem  maker  a 
potent  backer  and  hands  3Com  a  strong 
brand  name  in  the  consumer  market. 
The  Open  56K  gr-oup  had  hoped  to  steal 
the  thunder  from  U.  S.  Robotics'  deal 
with  America  Online  Inc.  (aol),  which 
was  scheduled  to  start  turning  on  tele- 
phone access  numbers  on  Feb.  27  to 
give  subscribers  log-on  access  at  the 
faster  speed.  The  deal  alarmed  consor- 
tium members  because  aol  customers 
can  only  use  modems  from  U.  S.  Robot- 
ics, which  controls  a  quarter  of  the  mar- 
ket. Modems  from  the  Open  56K  FoiTtm 
groufo — available  in  March — can't  talk 
to  those  of  U.  S.  Robotics. 

On  the  surface,  it  looks  like  a  classic 
battle  over  standai'ds,  reminiscent  of  the 
Beta-VHS  fight  for  the  vcr  market  in 


Sales  of  the  new  modems  are  expect- 
ed to  be  huge,  driven  by  the  Internet 
boom  and  Net  surfers'  frustration  with 
the  long  wait  to  download  Web  pages. 
"There's  such  a  strong  pent-up  demand 
for  56-kilobit  technology,"  says  Dwight 
W.  Decker,  president  of  Rockwell  Semi- 
conductor Systems  in  Newjjort  Beach, 
Calif.  "It's  not  clear  that  there  will  a 
big  winner  or  loser" 
PRICE  WAR.  It  was  beginning  to  look  as 
if  U.S.  Robotics  had  the  market  sewn 
up  by  snagging  the  endorsement  of  such 
companies  as  aol.  Prodigy,  and  Compu- 
Sei-ve.  As  late  as  last  fall,  U.  S.  Robotics 
was  promising  to  have  its  new,  so-called 
x2  modems  on  the  market  by  January. 
Rockwell  was  thought  to  be  six  to  nine 
months  behind.  But  U.  S.  Robotics  blew 
much  of  its  head  start,  and  Rockwell 
hit  every  milestone  on  its  calendar*.  U.  S. 
Robotics  postponed  its  launch  to  early 
Febrniuy — and  missed  that  date  as  well, 
plunging  its  stock  7%,  to  56X.  U.  S.  Ro- 
botics' shares  have  since  recovered  to 


puter,  or  $239  for  the  exter-nal  mi' 

If  the  two  sides  don't  strike  a 
promise  soon,  online  companies  coul. 
come  casualties  in  the  modem  war-.  " 
customers  start  asking  for  both  kin  ' 
connections,  they'll  have  to  offer  b|h 
says  Robert  A.  Rango,  general  mar/ 
of  Lucent  Technologies  Inc.'s  model  1 1 
business  in  Huntington  Beach,  lii 
"What  else  can  they  do?  Watch  i 
their  subscribers  defect  to  anew 
pr'ovider?" 

It's  ab"eady  hard  to  make  monc 
selling  unlimited  online  access  foi'  % 
a  month.  Now,  the  service  prox  i 
have  to  upgr^ade  their-  equipment  to  u 
die  the  higher  modem  speeds  and  irta 
separ-ate  equipment  and  phone  linpf' 
the  rival  technologies.  And  there's  \ 
ally  no  chance  that  they  will  be  ab  i 
r-ecoup  their  investment  by  charjii 
mor-e.  In  the  war  over  modem  standid 
consumers  may  be  the  only  winners 
By  Larry  Armstrong  in  Los  Ang\& 
until  Peter  Elstrom  in  Chicago 
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iocial  Issues 


COMMENTARY 


By  Keith  H.  Hammonds 


LET  THE  MARKET  FOR  DOCTORS  HEAL  ITSELF 


H  h,  good  intentions.  Three  decades 
llago,  when  the  nation  appeared  to 
Uface  a  paucity  of  physicians,  the 
ederal  government  stepped  in  with 
1  solution:  pay  hospitals  for  each 
nedical  resident  they  trained.  It 
vas,  arguably,  an  enlightened  notion. 
A^ashington  would  guarantee  on-the- 
ob  medical  education  at  a  time  when 
nsurers,  hospitals,  or  doctors  had  lit- 
,le  direct  economic  in- 
erest  in  funding  resi- 
lencies  themselves, 
rhis  was  nascent  indus- 
rial  policy,  a  venture 
,hat  tied  together  the 
nterests  of  health  care 
md  the  nation. 

Like  any  subsidy 
vorth  its  salt,  though. 
Ids  one  went  screwy. 
:n  1983,  the  Health 
Hare  Financing  Admin- 
stration  (hcfa),  which 
)yersees  both  Medicare 
ind  the  resident  incen- 
ives,  sought  to  ensure 
nedical  care  for  the 
)oor  by  adding  a  premi 
m — based  on  each  hospital's  number 
)f  residents — to  the  amount  it  reim- 
)ursed  for  care  of  Medicare  patients, 
hospitals  with  more  residents,  it  rea- 
ioned,  would  tend  to  care  for  more 
)oor  people. 

SLASH  SUBSIDIES.  Instead,  the  indi- 
•ect  pajTnent  turned  out  to  be  a 
itrikingly  inefficient  way  to  finance 
ndigent  care.  Added  to  the  original 
neentive,  moreover,  it  created  a  hor- 
•ifically  expensive  means  of  training 
lectors.  In  New  York,  the  hcfa  cur- 
rently pays  hospitals  an  average  of 
;87,000  annually  for  each  of  the  resi- 
lents  who,  just  out  of  med  school, 
j-pically  make  $40,000.  The  hcfa 
aces  a  training  tab  this  year  of  more 
han  $7  billion. 

There  is  a  simple  way  out  of  this 
ness:  Get  the  government  out  of  the 
)hysician  labor  market.  Reduce 
iharply  the  subsidy  per  resident, 
brcing  hospitals  to  pay  trainees' 
lalaries  and  so  discouraging  them 
rem  taking  on  as  many  residents  as 
hey  have  lockers  for  Compensate 
lospitals  for  indigent  care,  but  do  so 
m  a  per-patient  basis  instead  of 


funding  a  pool  of  physicians  who  may 
or  may  not  help  the  poor. 

This  isn't  the  route  the  govern- 
ment chose  on  Feb.  17.  BoiTowing  a 
trick  from  the  old  Agi'iculture  Dept. 
playbook,  it's  rewarding  hospitals  to 
let  their  training  fields  lie  fallow.  The 
HCFA  experimentally  will  pay  42  New 
York  medical  centers  $400  million 
over  six  years  to  ehminate  as  many 


help  cover  research  and  teaching 
overhead.  And  President  Clinton's 
1998  budget  calls  for  a  cap  on  the 
number  of  residents  and  a  reduction 
in  the  subsidies  hospitals  receive. 

So,  fine — the  world  is  changing, 
and  hospitals  had  better  change  with 
it.  But  these  institutions,  so  long 
overfunded,  don't  deserve  another 
palliative  to  ease  the  transition.  More 
troubling  are  the  con- 
fusing economic  signals 
hcfa's  deal  sends.  The 
agency  still  will  pay 
hospitals  more  than  res- 
idents are  worth  but 
now  will  try  to  control 
supply  based  on 
guesstimates  of  health 
industry  needs. 

That  sort  of  micro- 
management  is  a  risky 
endeavor  It's  not  clear, 
after  all,  that  physician 
supply  is  out  of  whack. 
After  a  downtick  in 
1994,  pay  for  both  pri- 
mary-care doctors  and 
speciahsts  is  growing 


Uncle  Sam  will  foot  a  physician-training  bill 
this  year  of  more  than  $7  billion 

A  RESIDENT  CHECKS  A  PATIENT  AT  BELLEVUE  HOSPITAL  IN  NEW  YORK 


as  25%  of  their  resident  slots.  Con- 
vinced that  the  world  has  too  many 
doctors — and  far  too  many  special- 
ists— it  will  add  bonuses  for  hospitals 
that  up  the  proportion  of  residents  in 
primary  care.  In  return,  it  will  save 
$700  million  it  would  have  spent  on 
incentives.  "We'll  put  them  on  a  diet 
and  discover  what  they  really  can 
do,"  says  Thomas  Gustafson,  deputy 
director  of  the  hcfa's  Office  of  Re- 
search &  Demonstrations. 

This  is  a  terrific  deal  for  the  42 
hospitals.  None  will  jump  off 
Medicare's  gravy  train  vdthout  a 
push,  yet  everyone  realizes  that  "one 
of  these  days,  somebody  is  drastical- 
ly going  to  alter  medical  education 
reimbursement,"  as  James  Tallon, 
president  of  the  United  Hospital 
Fund  of  New  York,  puts  it.  Already, 
insurers  are  cutting  premiums  that 


again.  Record  numbers  of  applicants 
are  beating  down  medical  school 
doors.  And  some  health-maintenance 
organizations,  admitting  that  general- 
ist  "gatekeepers"  aren't  the  perfect 
cure-all,  are  reemphasizing  specialist 
care.  We  may  discover,  in  five  years, 
that  the  hcfa  is  funding  the  creation 
of  too  many  primary-care  doctors. 

Why  not  let  the  market  determine 
the  right  balance?  Over  time,  the 
supply  of  physicians  will  modulate 
according  to  entrants'  economic  ex- 
pectations— and  that's  entirely  appro- 
priate. Subsidies  only  distort  the 
process,  usually  sending  resources  to 
the  wrong  places  at  the  wrong  times. 
Cut  the  subsidies  and  remove  the  in- 
efficiencies, and  we'll  get  as  many 
doctors  as  we  need. 

Hammonds  twites  on  health  care. 
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Cone  e  r  t    h  d  I  I 


Arena        Stage        Movie    theater  Night 
In  all  the  places  greot  sound  is  essential,  you'll  find  the  world's  finest  audio  equl 


s. 


Marketing 


NEW  PRODUCTS 


WHY  ZIMA  FADED 
SO  FAST 

The  created-by-committee  brew  just  didn't  tickle  the  taste  buds 


With  the  beer  industry  going  flat 
in  the  early  1990s,  marketing 
execs  at  Adolph  Coors  Co.  in 
Golden,  Colo.,  thought  they  fi- 
nally had  a  product  that  would  put  some 
bubble  in  their  business:  Zima,  a  clear 
malt  concoction  meant  to  attract  young 
consumers.  Lured  by  a  quii'ky  ad  cam- 
paign, twentysomethings  nished  to  try 
the  strange  new  brew. 

There  was  just  one  problem:  Almost 
nobody  came  back  for  seconds.  "The 
taste  was  not  appealing,  and  it  left  you 
feeling  bloated,"  says  Angel  Cain,  a  25- 
year-old  IBM  employee  who  tried  Zima 
while  at  the  University  of  North  Car- 
olina. Her  cohorts  across  the  country 
apparently  agreed.  And  in  the  brief 
moment  that  it  took  them  to  reject  the 
Zima  fad  lies  one  of  the  more  embar- 
rassing marketing  miscalculations  of 
the  decade. 

SOMETHING  DIFFERENT.  Launched  na- 
tionally in  1994  into  the  thick  of  the 
New  Age  beverage  craze,  Zima  was 
defined  almost  entirely  by  what  it  was 
not:  not  a  beer,  not  a  wine  cooler,  and 
without  even  a  color.  Early  TV  ads  fea- 
turing Z-speak  helped  create  an  off- 
beat image.  "What'z  in  it?"  asked  a 
barkeep.  "It"z  a  zecret.  It'z  zomething 
different,"  replied  the  mysterious  pitch- 
man in  his  white  suit  and  black  hat. 
A  crowd  of  Generation  Xers  tried  to 
find  out,  propelling  Zima  to  a  stunning 
1.2%  share  of  the  beer  market  almost 
overnight.  But  within  a  year,  sales 
would  fall  by  half,  from  1.3  million  bar- 
rels to  650,000.  Last  year,  they  dropped 
an  additional  estimated  38%. 

Though  two  years  ago  Coors  touted 
Zima  as  having  gi-eat  potential,  in  the 
recent  1996  yearend  release  it  barely 
mei'ited  a  word.  The  39%  earnings  re- 
bound, to  $47.3  million,  on  sales  of  .$1.7 
biUion  last  year  was  eked  out  by  dint  of 
old-fashioned  cost-cutting  and 
gains  by  stalwarts  Original 
Coors  and  Coors  Light. 
Abandoning  its  hope  for 
a  powerhouse  new 
product  to  levitate  its 


V 


market  share,  the  No.  3  brewer  is  once 
again  staking  its  future  on  its  flagship 
brands,  overlooked  in  the  Zima  excite- 
ment. "Specialty  brands  have  a  place 
but  they  shouldn't  overshadow  our 
core  brands,"  says  Coors  Presi- 
dent W.  Leo  Kiely  III,  who  in- 
herited the  project  when  he 
joined  the  company  in  1993. 

The  tale  of  Zima's  ex- 
traordinary  rise  and  fall 
offers  plenty  of  lessons — 
from  the  folly  of  letting  ex-  ^  V, 
pectations  outrun  reality  to  ^' 
the  difficulty  of  wooing  the  fickle 
tastes  of  young  consumers.  And 
Coors  is  by  no  means  alone  in  learn- 
ing irom  mistakes;  other  brewers  and 
soft-drink  makers  also  floundered  with 
new  products  this  decade.  But  few 
brands  had  as  outsize,  and  unexpected, 
an  impact  on  a  company  as  Zima. 

Zima  may  have  been  the  ultimate 
created-by-committee  product.  Stuck  at 
a  10%'  share  of  the  market  in  a  slow- 
gi'ovii^h  industry,  Coors  was  determined 
to  catapult  ahead.  In  1991,  it  put  to- 
gether a  team  drawn  fi'om  production, 
marketing,  public  relations,  and  Coors' 
ad  agency  Foote,  Cone  &  Belding.  The 
mission:  to  ci'eate  an  alternative  to  beer, 
starting  from  scratch. 

Hoping  to  ride  two  trends — consumer 
experimentation  and  New  Age  bever- 
ages— the  Z  team  conducted  hundreds 
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ors  wanted 
{ blockbust 
but  most  people  wl 
tried  the  strange  mal 
concoction  never  came 
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of  focus  groups,  testing  evt  i 
fr-om  the  taste  to  the  name,  take 
the  Russian  word  for  winter  "  T 
ic  was:  What  can  we  do  to  be  dil' 
appeal  to  young  adults,  with  ii 
cannibalization  of  om'  existing  bn- 
says  William  H.  Weintraub,  seim 
pi'esident  for  marketing. 

Their  competitors  were  also  f 
ing  new  brews,  showering  the 
with  red  beers,  diy  beers,  and  i' 
There  were  even  other  clea)- 
but  theu*  appeal  proved  e vanes  i 
most  died  fast.  Miller  Brewim 
Qube  clear  malt  generated  "a  In' 
riosity  and  trial,  but  the  vast  \\ 
tried  once,"  says  an  insider. 
EUPHORIC  NUMBERS.  The  Qub< 
was  to  repeat  with  Zima,  but  i 
warnings  were  lost  in  the  eu]- 
heady  trial  numbers.  Zima  wa- 
in three  markets  in  the  fall  n 
and  scored  big  as  consumers  ni 
try  the  novel  brew.  "This  wa- 
thing  like  the  results  of  a  Com 
introduction."  recalls  one  fornn  - 
"These  were  the  highest  numbr 
ever  seen."  But  some  on  thi 
team  were  uneasy:  The  repe;i 
were  not  encoui'aging,  and  the  1 
was  drifting  toward  women,  wii  . 
far  less  beer  \ 

Any  doubts  were  overwhehrf 
the  blare  of  publicity  that  acconi! 
the  national  rollout  in  early  V-3 
vals,  plotting  their  own  strategyB 
Zima  proved  enduring,  were  \av\ 
by  a  number  of  marketing  mo^B 
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lAfant  financial  software  solutions 
that  provide  faster  access  to 
information,  exploit  the  Internet, 
leverage  object  technology, 
and  adapt  to  relentless  change ... 
worldwide?  _ 
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Marketing 


NOT  A  BEER. 
NOT  A  WINE 
COOLER.  AND 
NOT  A  BIG 
HIT,  EITHER 


fluted-glass  bottles,  the  eye-catching  in- 
store  displays,  and  one  of  the  first  con- 
sumei'-product  Web  sites,  which  spoke 
directly  to  the  twentysomethings  Coors 
sought  with  a  downloadable  game,  mer- 
chandise, and  an  online  soap  opera. 

And  Coors  didn't  stint  on  advertis- 
ing. In  1994,  it  lavished  a  staggering 
$38  million  on  Zima,  according  to  Com- 
petitive Media  Reporting,  some  38%  of 
its  entire  ad  budget.  Much  more  was 
spent  on  packag- 
ing, merchandis- 
ing, and  product 
development.  Ri- 
vals Miller  Lite 
and  Budweiser  were  beginning  to 
falter,  but  Coors,  sure  that  it  had 
a  gusher  bet  on  Zima  rather  than 
exploit  their  weaknesses.  "What 
hurts  is  the  opportunity  cost  of 
diverting  so  much  time,  money, 
and  attention  to  something  that 
fell  on  its  face,"  says  beverage 
analyst  Emanuel  Goldman  of 
PaineWebber  Inc. 

At  fu-st,  distiibutors  sitting  with 
stacks  of  slow-moving,  traditional 
brands  couldn't  have  been  more 
thrilled.  The  new  high-margin 
brew,  priced  between  super-pre- 
miums and  imports  at  $5.99  a  six- 
pack,  was  flying  out  of  the  ware- 


habit-forming.  "We  had  people  who 
liked  the  idea  but  not  the  taste,"  ad- 
mits Robert  Joanis,  vice-president  of 
marketing  for  Coors'  microbrew  unit. 
Consultant  Tom  Pirko,  president  of 
Bevmark  LLC,  was  monitoring  Zima  for 
other  clients.  "You  couldn't  find  any 
consistent  feeling  from  any  group,"  he 
says.  "It  was  meant  to  be  fun  and 
easy,  but  it  was  expensive,  and  people 
couldn't  find  the  value." 


FROM  FIZZ  TO  FIZZLE 


SPRING  '91  As  the  beer  industry  slows,  Coors 
searches  for  a  new  beverage.  The  result:  Zima,  a 
clear  malt  brew. 


ter  the  Zima  wave  had  crested,  fe: 
that  a  flavored  product  would  co) 
Zima  to  the  has-been  status  of  a  ii 
cooler 

What's  more,  even  though  the  o 
sumer  profile  was  largely  female,  tjor.- 
was  determined  that  the  brand  a{:)eaii 
to  men  as  well.  That  led  to  two  ip). 
critical  errors.  Despite  mounting  iv  - 
dence  to  the  contrary,  executives  ^y< 
convinced  that  Zima  sales  could  at 
hold  steady  m  1995.  "We  shou 
have  been  so  greedy,"  concn 
one  insider  To  make  that  hap? 
Coors  experimented  wdth  "ii 
Zimas,  settling  on  a  high-di 
Zima  Gold  with  a  slight  tast 
bourbon.  Rushed  into  natii. 
rollout  in  the  spring  of  1995,  ' 
lasted  just  six  weeks.  Inste;i 
climbing,  sales  for  Zima  in  '9ri 
by  half.  When  net  profit  drm 
26%  that  year,  Coors  toll 
shareholders  that  manage) 
had  been  distracted  by  Zima  - 
tial  success. 

HIGH-OCTANE  DROSS.  The  <  i 

debacle  finally  forced  Cooi  ~ 
concede  that  Zima  wasn't  ■ 
fined  to  become  a  mains! j 
brand.  Last  year,  ad  spendin 
to  an  estimated  $6.5  millioi 
once  hot  Web  site  is  now  iu. 


house.  "I  sold  18  railcars'  [worth]   '   afterthought,  its  games  and 


in  the  fii'st  30  days,"  recalls  James 
Merideth,  vice-president  of  Zeb 
Pearce  Cos.,  a  Phoenix-based  dis- 
tributorship. "In  31  years,  I've 
never  seen  anything  like  that." 
Cooi's  mai'keting  executives  hadn't, 
either  For  the  year,  Zima  helped 
push  sales  to  record  levels.  In  ret- 
rospect, though,  those  dazzling  eai- 
ly  numbers  led  to  a  certain  hubris. 
"The  marketing  created  a  huge 
amount  of  visibihty,  and  Zima  be- 
came the  in  thing,"  says  Wein- 
traub.  "But  it  also  set  up  the  ex- 
pectation of  a  long-term,  huge 
business." 

A  LETTERMAN  JOKE.  WitluJT  months 
of  the  rollout,  Zima  started  to  go 
flat.  Although  Foote  Cone's  early 
ads  created  mysticjue  by  enumer- 
ating what  Zima  was  not,  Coors 
never  made  it  clear  what  it  was. 
"You  couldn't  tell  whether  you  should  be 
pounding  it  down  or  sipping  it  over  ice," 
says  one  fonner  marketing  exec.  A  sec- 
ond wave  of  ads  in  '94  featuring  stereo- 
typical Gen-Xers  at  play  didn't  help. 
Suddenly,  the  once  hip  drink  was  the 
butt  of  David  Lettennan  jokes. 

But  Zima  suffered  from  a  worse 
problem  than  bad  advertising:  It  had  a 
flavor,  that,  to  put  it  kindly,  wasn't 


FALL  '92  Test  market  results  are  stunning, 
though  consumers  seems  weighted  toward 
women. 


interactive  features  goni 
much-diminished  Zima 
money  on  an  operating  basis 
Coors  is  some  way  from  rec 
ing  the  estimated  $180  millii 
poured  into  the  launch, 
erideth's  Phoenix  distril> 


EARLY  '94  Zima  snags  a  huge  1.2%  of  the  beer 
market  in  a  national  rollout.  But  big  trouble  lies 
ahead:  Amid  complaints  about  taste,  there  are 

few  repeat  buyers.   ship,  sales  have  settled  i 

SPRING  '95  With  sales  falling,  Coors  makes  a  ^^out  14,000  a  month,  placi 
desperate  attempt  to  broaden  somewhere  between  BeckV 

appeal  with  the  short-lived 
Zima  Gold. 


EARLY  '96  Coors  returns  to 
core  brands,  relaunching 
Original  and  beefing  up  ads 
for  Coors  Light. 

EARLY  '97  Earnings  rebound 
on  core  brands.  Zima  settles 
into  a  specialty  niche. 


Coors  could  have  re- 
trenched sooner  if  only 
the  marketers  had  lis- 
tened to  the  marketplace. 
Distributors  alerted  them  early  on  that 
Zima  drinkers  were  mixing  the  stuff 
with  fruit  juice.  "Consumers  were 
telling  us  that  flavors  should  be  added," 
says  Dallas  distributor  Dennis  E.  Naus- 
lar  But  Coors  resisted  until  long  af- 


TWENTYSOMETHING 
AD  CAMPAIGN 

Heineken.  "If  you  Ion!.  ^ 
it  that  way,  it's  ] 
nice,"  he  says. 

Coors  managemt'iii 
eager  to  put  the  Ziu 
boondoggle  behind  ii.  i 
the  year  since  the  lu  i  ■ 
er  refocused  on  its  <■,, 
brands,  it  has  made  m 
progress.  A  relaundi'i 
Oi-iginal  Coors  seems  i 
have  reversed  steadv'  <l 
clines.  Heavier  speiidii 
behind  Light  helped  it  grow  ¥/<  la 
year  And  Zima?  This  spring,  (  nn 
plans  to  relaunch  it,  this  time  as 
fruit-flavored  niche  product. 

By  Richard  A.  Melch 
in  Golden,  Col 
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sports  Business 


GENDS 


lEAD  MEN  DONT  SCREW  UP 
D  CAMPAIGNS 

ly  some  of  today's  hottest  corporate  pitchmen  are  history 


■or  a  guy  who  went  to  that  big  game 
I  in  the  sky  more  than  25  years  ago, 

Vince  Lombardi  had  a  very  busy 
»6.  On  football  Sundays,  the  legendaiy 
een  Bay  Packers  coach  was  back  in 
'  limelight,  stalling  in  a  stiing  of  10  TV 
nmercials  for  Nike  Inc. 
Nike  and  a  pack  of  other  corporate 
/ertisers  have  discovered  a  new  breed 
pitchmen  who  don't  spit  in  umpires' 
es,  get  busted  for  dmgs,  or  beat  up 
5ir  wives:  dead  ieg- 
ds.  Among  the  de- 
rted,  sports  icons  are 
)ecially  hot.  Coipora- 
ns  currently  featuring 
;h  stars  in  their  ad 
npaigns  include  Citi- 
tik  (Babe  Ruth),  Mi- 
)Soft  (Lou  Gehrig  and 
5se  Owens),  and 
Her  Brewing  (Satchel 
ige).  Jackie  Robinson's 
pularity  with  adver- 
ers  has  soared  this 
ar,  the  50th  anniver- 
•y  of  his  breaking  the 
or  banner  in  baseball. 
Tporate  advertisers 
lose  campaigns  evoke 
ibinson's  memory  in- 
de  McDonald's,  Coca- 
la,  Apple  Computer, 
A  General  Mills. 
In  the  Nike  ads, 
imbardi  (played  by 
infeld's  Jerry  Stiller)  dispenses  hard- 
ten  commentaiy  on  an  airay  of  football 
lies  and  gi'udging  praise  for  his  fa- 
rite  National  Football  League  stars — 
of  whom  have  endorsement  contracts 
th  the  sports  shoe  company.  Response 
the  ads  was  overwhelming,  say  Nike 
ecutives.  "We  could  have  used  ciuTent 
iches.  But  when  you  think  about  who 
st  represents  the  core  values  of  foot- 
11,  no  one  hves  up  to  the  legend  of 
)mbardi,"  says  Chris  Zimmerman, 
ke's  North  American  ad  du-ector. 
iW  RISK.  Ruth  was  chosen  to  repre- 
nt  Citibank  in  an  upcoming  campaign — 
years  after  liis  death  and  62  since  liis 
it  homer — for  similar  reasons.  "Babe's 

American  sports  icon,  instantly  rec- 


ognizable," says  Ken  Gordon,  a  Citibank 
vice-president,  explaining  why  Ruth  got 
the  nod  over  contemporary  ballplayers. 

Using  a  deceased  sports  celebrity  to 
anchor  an  ad  campaign  can  work  beauti- 
fully— and  be  relatively  cheap.  For  the 
use  of  Ruth  photos  in  thi'ee  newspaper 
ads,  investment  bank  Alex.  Brown  & 
Sons  Inc.  paid  $15,000,  chicken  feed  com- 
pai'ed  with  the  fees  commanded  by  some 
of  today's  suj^erstars. 


THE  BABE  AND  BOBBY  JONES:  No  danger  of  a  downside 


And  advertisers  get  more  than  a  bar- 
gain when  they  hire  the  dead.  There's 
also  peace  of  mind.  Campaigns  featming 
living  sports  figures  can  be  high-risk, 
vulnerable  to  sabotage  by  a  cai-eer-ending 
injuiy  or  a  highly  pubUcized  arrest. 

Dead  celebrities  are  nearly  scandal- 
proof.  "Conti'ovei-sies  ai'en't  Mkely  to  loom 
up,"  says  Mark  A.  Roesler,  an  Indi- 
anapolis lawyer  who  makes  deals  for  the 
families  of  about  100  legends.  "0.  J.  Simi> 
son  gets  in  trouble.  But  Babe  Ruth  isn't 
going  to  kill  anybody." 

Roesler  gets  a  big  chunk  of  the  credit 
for  turning  Lombardi,  Ruth,  and  other 
departed  heroes  into  hot  properties.  His 
company,  Cmtis  Management  Group,  has 
been  cutting  deals  for  survivors  of  dead 


stars  for  W  years.  Roesler's  first  cUents 
were  James  Dean  and  Elvis  Presley. 
Revenue  from  such  deals,  after  Curtis 
takes  its  share  of  40%  to  45%,  goes  to 
family  membei-s  oi'  others  named  in  the 
deceased's  will. 

FOUND  MONEY.  Fittingly,  Ruth  is  the 
cleanup  hitter  of  dead  legends.  Overall, 
"his  [earning  power]  dwarfs  any  other 
sports  personality  we  handle,"  says 
Roesler,  who  allows  that  some  years  the 
Yankee  great's  gross  earnings  have 
topped  $1  million — far  more  than  the  ca- 
reer-high salary  of  $80,000  he  earned  in 
1930.  For  their  part,  Ruth's  survivors 
see  the  income  as  found  money.  "It  has 
made  such  a  difference,"  says  Juha  Ruth 
Stevens,  the  Babe's  79-year-old  daugh- 
ter. Since  signing  with  Curtis  about  a 
dozen  years  ago,  she  has  moved  to  a 
fasliionable  subiu'b  of  Phoenix  and  traded 
in  her  cai".  "It's  a  Volvo  now  instead  of  a 
Chevrolet,"  she  says. 

Some  families  are 
more  selective  than  oth- 
ers. Heirs  of  Bobby 
Jones  genei"ally  reftise  to 
lend  the  name  or  image 
of  the  golfijig  immortal 
to  ad  campaigns.  The 
few  exceptions  ai"e  prod- 
uct lines — including  Call- 
away golf  clubs  and 
Hickey  Freeman  sports- 
wear— sold  under  the 
Jones  name.  "Bobby 
ilidn't  commercialize  Ms 
name  much  while  he 
was  ahve.  To  be  true  to 
his  image,  his  heirs 
haven't  been  interested 
in  doing  a  lot  of  licens- 
ing," says  David  J. 
Stewart,  a  lawyer  for 
Jones's  gi'andchildren. 

Still,  it's  comforting 
for  descendants  of  sports 
icons  to  know  they  can 
control  the  images  of  the  deceased.  Until 
Cuitis  stepped  in,  say  some  family  mem- 
bers represented  by  the  firm,  they  were 
at  a  loss  to  stop  those  who  cheapened 
theu-  champion's  memoiy.  "Nothing  any- 
one can  do  is  going  to  enhance  my  fa- 
ther's reputation,  but  they  certainly  can 
detract  from  it,"  says  Vince  Lombardi 
Ji-.,  a  motivational  speaker  in  Seattle. 

Clearly,  not  every  advertiser  can  pass 
muster.  But  for  those  that  do,  there  is 
one  final  plus  to  building  a  campaign 
ai'oimd  a  long-gone  hero:  Tliey  don't  have 
to  deal  with  spoiled  sports  brats  who 
show  up  late  for  shoots,  demand  the  stai* 
treatment,  and  throw  tantrums.  These 
dead  guys  are  a  pleasiu'e  to  work  with. 

By  Mark  Hijman  m  Baltimore 
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HOW  TO  TAKE  THE  MEASURE 
OF  A  MONEY  MANAGER 


Dissatisfied  with  his 
portfolio's  lackhis- 
ter  returns,  Long 
Island  entreprenem-  Sandy 
Kane  fired  his  stockbro- 
ker and  hired  a  private 
money     manager  who 
promised  to  deliver  supe- 
rior performance.  Foui- 
years  and  an  equal  num- 
ber of  managers  later,  the 
54-yeai'-old   owner  of  a 
sales-promotion  business  is 
still  wondering  whether 
having  his   own  money 
manager  has  been  worth  it. 

Like    Kane,   most  in- 
vestors choose  a  money 
manager  with  one  grand 
goal  in  mind:  to  achieve 
consistent  killei'  returns. 
But  the  biggest  mistake 
many  investors  make  is 
blindly  focusing  on  perfor- 
mance while  ignoring  in- 
vestment style  and  tax  effi- 
ciency, according  to  Len 
Reinhart,  chairman  of  Lock- 
wood    Financial    Grouj)  in 
Malvern,  Pa.,  which  handles 
both  mutual  funds  and  sepa- 
rately managed  accounts.  It's 
easy  to  present  strong  num- 
ber in  a  bull  mai'ket,  but  per- 
foiTnance  results  are  often  de- 
ceptive. Typically,  a  firm's 
prospective 
clients  are 
shown  the 
numbers  in  a  one-size-fits-all 
"model  portfolio,"  which  may 
beai'  little  resemblance  to  yoiu' 
own  account.  And  it  may  not 
even  be  nin  by  the  manager 
with  whom  you  vdll  invest. 
"REAL  MONEY."  Most  sepa- 
rately managed  accounts  re- 
quire a  minimum  investment 
of  $100,000  and  ai-e  best  suited 
for  investors  with  large  tax- 
able accounts  who  have  spe- 
cialized investment  needs.  But 
critics  question  how  much  at- 
tention that  amount  of  money 
will  buy.  "It's  hard  to  believe 
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that  someone  with  even  a  $1 
million  portfolio  tliinks  they're 
going  to  get  that  much  per- 
sonalized semce,"  says  Hai-old 
R.  Evensky,  a  financial  planner 
in  Coral  Gables,  Fla.  "Real 
money  begins 
at  $100  mil- 
lion for  these 
managers."  Aimed,  however, 
with  a  modicum  of  knowledge, 
even  those  who  have  little 
more  than  the  minimum  can 
find  a  comj^etent  manager. 

Tliink  of  a  privately  man- 
aged account  as  your  own 
personalized  mutual  fimd,  mn 
by  someone  whose  full-time 
job  is  buying  and  seUing  se- 
curities. Contrast  that  with 
plain-vanilla  brokers  who 
spend  a  good  portion  of  their 
day  drumming  up  business 
and  servicing  chents.  Propo- 
nents of  separately  managed 


accounts  claim  that  they  are 
more  tax-efficient  than  mutu- 
al funds,  since  the  manager 
can  time  the  sale  and  pur- 
chase of  securities  to  match 
youi'  needs. 

Unless  you  dig  beneath  a 
manager's  retui'ns  and  fees — 
typically  1%  to  3%  of  the  as- 
sets under  management — 
most  privately  managed 
accounts  look  the  same.  By 
asking  the  right  questions, 
you  substantially  narrow  the 
universe  of  qualified  man- 
agers, thereby  increasing  the 
chances  that  you'll  end  up 
with  the  kind  of  customiza- 
tion you  requii-e. 

You  may  want  to  begin  by 
asking  a  financial  planner  for  a 
referral.  P"'inancial  planners 
and  money  managers  both 
provide  investment  advice,  but 
a  financial  planner  takes  a 


more  global  approach  tc 
finances.  Tlie  Inteinatioi  i 
sociation  for  Financial 
ning  (800  945-4237),  In-: 
of  Ceitified  Financial  Pl;t 
(800  282-7.526),  oi-  Nation, 
sociation  of  Personal  Fin 
Advisors  (888  333-665! 
refer  you  to  a  planner  in  y  i 
area  who  will  recomin. 
qualified  money  manage  r- 
extra  pi'ecaution:  For  $•' 
National  Fraud  ExchauL'' 
822-0416,  ext.  33)  will  <\ 
comprehensive    backgn  • 
check  on  an  adviser. 
TAILORED  APPROACH 
course,  you'll  want  to  < 
ine  the  fii-m  itself.  How  i< 
has  it  been  in  business?  I  i 
much  experience  does  it  i>: 
with   individual  inve.'-i" 
Many  firms  cater  to  instii- 
tional  clients.  Too  often,  ie 
attractive  performance  m 


-s  you  are  shown  apply 
y  to  the  fo-m's  institutional 
-free  portfolios,  says  Brian 
rris,  a  partner  at  Brown 
others  Harriman  &  Co.  in 
w  York.  "P'ind  out  how 
ch  of  the  assets  under 
nagement  are  similar  to 
ir  own,"  he  adds. 
Many  institutional  firms 
ire  a  model  portfolio  that 


iy  use  for  all  accounts.  The 
3t  money  managers  take  a 
ire  tailored  approach.  Ask 
10  will  be  making  the  indi- 
lual  buy-and-sell  decisions 
■  your  account.  An  account 
itement  with  an  odd  num- 
r  of  shares  may  be  a  sign 
it  you  are  not  getting  per- 
lalized  attention,  says 
'ensky.  The  reason:  Most 
inagers  buy  in  round  lots: 
erefore,  an  odd  number 
ly  mean  that  the  manager 
igged  your  account  into  a 
Tiputer  model  and  divvied 
your  assets  among  its 
Idings. 

Once  you  are  satisfied  with 
irm,  turn  youi"  attention  to 
5  individual  manager.  The 
st  step  is  to  request  the 
v  form  that  fu'ms  and  ad- 
>ers  are  recjuired  to  submit 
the  Seciu"ities  &  Exchange 


Commission,  says  Tony  Saga- 
mi,  marketing  dii'ector  at  Ad- 
visorLink,  a  money-manage- 
ment evaluation  service  in 
Austin,  Tex.  Part  1  of  this 
form  can  reveal  any  skele- 
tons (bankruptcies,  invest- 
ment-related civil  01-  criminal 
judgments,  etc.)  in  a  manag- 
er's backgi-ound.  Part  2  pro- 
vides backgi-ound  on  the  fiiTn 
and  discloses  any  egregious 
compliance  problems.  Firms 
are  requii-ed  to  give  you  adv 
Part  2,  but  you'll  get  Part  1 
only  if  you  ask. 

Only  now  is  it  time  to  fo- 
cus on  the  peifoi'mance  num- 
bers. While  the  Association 
for  Investment  Management 
&  Research  has  developed 
guidelines  encouraging  man- 
agers of  taxable  poilfolios  to 
report  their  pre-  and  post- 
tax  results,  most  firms  only 
show  pretax  numbers.  "Few 
people  have  any  idea  how  im- 
portant that  tax  drag  can  be 
on  their  portfolio,"  Berris 
says.  One  indication  of  tax  ef- 
ficiency is  low  portfolio 
tui'nover,  but  it  is  important 
to  ascertain  what  additional 
strategies  the  firm  and  the 
manager  have  to  promote  fa- 
vorable aftertax  perfoirnance. 
For  example,  a  tax-savvy 
manager  may  invest  in  stocks 
where  most  of  the  return 
comes  ft'om  capital  apprecia- 
tion, taxable  at  28% — vs. 
stocks  with  high  dividends, 
taxable  annually  at  as  much 
as  39.6%. 

Yet  just  comparing  the 
numbers  on  a  tax  basis  isn't 
enough.  You  need  to  find  out 
what  they  represent.  "There's 
a  gi'eat  range  of  latitude  tak- 
en by  managers  to  use  the 
performance  composite  that 
looks  best,"  Berris  says.  A 
prospective  client  may  be 
shown  performance  numbers 
from  one  "star"  manager  or 
carefully  chosen  accounts. 
CLUNKER.  If  the  numbers  you 
are  shovra  represent  a  com- 
posite, ask  for  the  dispersion, 
or  range,  of  the  highest  and 
lowest  returns  among  the 
firm's  money  managers,  ad- 
vises Heidi  Steiger,  director 
of  the  Individual  Asset  Man- 
agement division  of  Neu- 
berger  &  Berman  in  New 


York.  If  dispersion  is  low,  se- 
lecting one  portfolio  manager 
over  another  may  have  little 
impact  on  your  account's  per- 
formance. And  if  it's  high, 
you  could  end  up  with  a 
clunker.  Ask  the  finn  where 
the  manager  who  will  be  han- 
dling your  account  is  ranked. 
If  you're  not  satisfied,  go 
elsewhere. 


turn  with  the  Standard  & 
Poor's  500-stock  index  during 
the  same  period. 

Always  ask  for  a  range  of 
performance  results  from 
best  to  worst  across  various 
time  periods  and  compare  the 
results  with  the  appi'opriate 
benchmark.  A  good  manager 
will  describe  the  risk-reward 
profile  of  the  benchmark  in 


Finding  a  Manager 
Who  Suits  You 


ORGANIZATION/PHONE 

ADVISORLINK 

800  348-3601 

INSTITUTE  FOR 
INVESTMENT 
MANAGEMENT 
CONSULTANTS 

800  449-4462 

INVESTMENT 
MANAGEMENT 
CONSULTANTS  ASSN. 

303  770-3377 

LICENSED 
INDEPENDENT 
NETWORK  OF  CPAs 

800  737-2727 


COMMENTS 

A  free  evaluation  and  referral  service  that 
matcfies  investors  with  $15,000  or  more 
with  a  prescreened  money-management  firm. 

Provides  referrals  to  certified  money 
managers  who  have  been  in  business  at 
least  three  years. 


Educational  association  offers  referrals  to 
accredited  money  managers  and  brokers 
with  a  minimum  of  three  years'  experience. 

Gives  referrals  of  certified  public 
accountants  who  also  serve  as  money 
managers. 

DATA:  BUSINESS  WEEK 


As  always,  your  best  de- 
fense is  to  read  the  fine  print 
or  footnotes  on  all  data  you 
get  your  hands  on.  "Look  at 
a  firm's  performance  track 
record,"  Sagami  suggests. 
And,  adds  Steiger:  "Find  out 
why  the  firm  chose  that  par- 
ticular time  period." 

No  matter  what  the  time 
frame  is,  however,  make  cer- 
tain that  you  imderstand  how 
much  risk  the  manager  took 
in  order  to  achieve  those  re- 
turns. Remember  to  check  a 
manager's  performance  in 
bear  as  well  as  bull  markets. 
Start  by  having  the  firm 
break  down  the  overall  re- 
turn by  asset  class.  Then 
check  the  return  for  each 
class  against  its  relevant 
benchmark  or  index.  For  ex- 
ample, compare  the  large-cap 
portion  of  the  manager's  re- 


question  and  why  it  is  rele- 
vant to  your  own  account. 

Once  you  are  actually  as- 
signed to  a  money  manager, 
find  out  how  many  other  port- 
foUos  that  person  oversees.  It 
is  not  imcommon  for  managers 
within  the  private  banking 
departments  of  commercial 
banks  to  manage  well  over 
200  accounts.  You  must  decide 
how  little  attention  you  are 
wiUing  to  accept  if  your  man- 
ager iiins  numerous  portfolios. 

Part  of  the  alku'e  of  a  sep- 
arately managed  account  is 
having  one  of  the  best  in- 
vestment minds  in  the  busi- 
ness at  your  personal  dispos- 
al. But  unless  you  take  the 
time  to  ask  the  right  ques- 
tions, you'll  end  up  with  little 
more  than  a  glorified — and 
rather  expensive — mutual 
fund.  Kernj  Capell 
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A  GOOD  TIME  TO  DRILL 
FOR  ENERGY  BARGAINS 


It  costs  more  to  fill 
the  fuel  tank  in  your 
car  these  days,  and 
youVe  noticed  that 

yom-  neighbors  ai'e  all  (hi\ing 
sporty  gas  g  u  z  z ' 
Meanwhile,  the 
press  is  still 
gushing  about  last  year's 
record  profits  in  the  oil  patch. 
Have  you  missed  the  chance 
to  strike  it  rich  by  investing 
in  energ},'  stocks? 
BLACK  GOLD.  Hardly.  In- 
vestors willing  to  take  on  a 
little  extra  risk  and  explore 
beyond  the  big-name  oil  com- 
panies can  still  uncover  black 
gold.  Analysts  advise  people 
to  dig  into  the  energy-ser- 
vice companies  that  supply 
drilling  equipment,  crews, 
and  seismic  data  to  the  ma- 
jor oil  companies.  Ti-ue,  the 
service  sector  was  a  1996 


SMART  MONEY 


standout.  The  Standard  & 
Poor's  Oil- Well  Ecjuipment  & 
Services  index  returned  M^i 
last  yeai\  vs.  25*^?:  for  the  s&p 
500-stock  index.  But  analysts 
insist  there  are  further  gains 
to  be  made.  A  January  thaw 
has  melted  the  prices  of 
many  energy 
shares,  so  a 
number  of  companies  are 
trading  below  their  recent 
peaks. 

"I've  seldom  seen  a  better 
time  to  invest,"  says  Wilham 
Walker,  president  of  Howard 
Weil  Labouisse 
Friedrichs,  an  ener- 
gy investment  fiiTn  in 
New  Orleans.  Walk- 
er's optimism  reflects 
rising  budgets  for  ex- 


tions  include  such  1996 
market  stalwarts  as 
Baker  Hughes.  Schlum- 
berger,  HaUiburton,  and 
two  stocks  that  have 
tumbled  amid  the  small- 
cap  sell-off  this  year: 
Houston-based  Seitel, 
which  analyzes  seismic 
data,  and  New  Orleans- 
^fl  based  Tidewater,  a  ma- 
:  line  transporter 

Strong  cnide  and  nat- 
ural-gas prices  have  ma- 
jiir  oil  companies  hiking 
[tending  on  exploration 
and  production  7%  to  8% 
tliis  year.  Some  are  plan- 
ning to  spend  even  more. 
Atlantic  Richfield,  for  ex- 
ample, will  increase  its 
spending  by  24 Mobil 
by  17'7.  and  Texaco  by 
22%.  A  broader  sm^ey  of 
92  mostly  smaller  oil 
companies  by  Ailhiu"  An- 
dersen found  that  70%  of 
the  companies  are  plan- 
ning to  raise  spending  on 
domestic  exploration  and 
development  projects. 
And  two-thirds  plan  to 
keep  spending  levels  high 
overseas. 

Diamond  Offshore  Drilling, 
which  supphes  the  majority 
of  the  rigs  used  in  the  deep 
waters  off  the  Gulf  of  Mexi- 
co, is  a  prime  example.  Wall 
Street  expects  earnings  of 
the  Houston-based  company 
to  rise  75%  this  yeai-.  to  .$257 
million,  thanks  to  a  shortage 
of  drilling  rigs.  With  92%  of 
the  world's  offshore  rigs  now 
under  contract,  Diamond  is 
in  an  ideal  position.  Indeed. 
20  of  its  46  rigs  will  come 
off  existing  contracts  this 
year.  And  "new  contracts 
will  be  at  much  higher  day 
rates,  which  will  lead  to  ac- 
celerating earnings  in  1997," 
according  to  Salomon  Broth- 
ers analyst  Mark  Urness. 


Energy  Stocks  to  Consider 


COMPANY 


RECENT  PRICE*  52-WEEK  HIGH 


tion,  demand  for  en- 
erg>',  and  the  sector's 
recent  weakness.  His 
latest  recommenda- 


ASHLAND 

m 

20.0 

DIAMOND 

m 

25.9 

OFFSHORE  DRILLING 

HALLIBURTON 

m 

74 

25.7 

SEITEL 

34'/ 

m 

24.8 

*As  of  Feb.  25 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 

Some  analysts  are  eei- 
betting  on  a  cyclical  re 
to  prosperity  in  the  loni. 
pressed  oil-refining  mai 
"This  is  the  only  are; 
industrial  America  t 
hasn't  had  an  upturn  in 
current  business  cycle," 
Morgan  Stanley  analyst  I 
glas  Terreson. 
PURE  PLAYS.  There  are  ; 
cations  that  such  a  ti 
around  may  already  be  i 
ing  place.  A  rising  tidf 
low-quaUty  crude  impoi- 
cutting  U.  S.  refiners'  l> 
stock  costs.  What's 
consoHdation  among  gas' 
retailers  should  raise  pr^ 
for  refiners,  such  as  I'l' 
mar  Diamond  Shami'ock  ; 
Tosco,  that  own  their  • 
service  stations.  Terre- 
picks  include  Tosco,  basi 
Stamford,  Conn.,  and  Bli; 
Petroleum,  a  Bombay  reii 
that  could  benefit  fi"oni 
deregulation  of  India's  oii 
dustry.  Two  U.S.  retii 
pure  plays  that  should 
profit  fi-om  a  cyclical  upiu 
Valero  Energy  in  San  An 
nio  and  Ashland  in  Rus.-. 
Ky.  Each  is  spinning  off  iii  - 
refining  businesses. 

What  about  the  majoi-  I 
companies  such  as  Exx' 
Shell,  and  British  Petroleir 
Despite  record  1996  pi  wi 
and  fatter  dividends,  int 
grated  oil  companies  or 
matched — but  didn't  beat 
the  gains  of  the  Standai'd 
Poor's  .500-stock  index  l:i 
year.  And  prospects  aie 
better  this  year.  Curre 
prices  for  crude  and  natiu 
gas  are  healthy  but  shou 
fall  well  below-  last  yeai 
peaks  of  $26  a  barrel  f 
crude  oil  and  $3  per  the 
sand  cubic  feet  for  natur 
gas.  With  crude  now  sellii 
at  $21.11  a  barrel  and  gas 
$1.83.  profit  gains  won't  nit- 
sure  up  to  19!ii;- 
hardly  a  scenario  f( 
a  good  mn  among  'w 
vestors.  So  if  you'i 
antsy  to  own  some  ■ 
the     pricier  nil 
there's  always  the  li 
cal  gas  station.  .Ju; 
pull  in  and  say,  "Fi 
'er  up,  please." 
Gary  McWilluuh 
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Schwab's  advice  to  investors 


Know  As  Much  As  You  Can, 
Pay  As  Little  As  You  Can. 


What  does  it  take  to  become  a 
successful  investor? 

While  many  would  have  you 
believe  that  it's  a  mystih-ing  process, 
we  at  Schwab  have  a  different  point 
of  view. 

For  best  results, 
the  tried  and  true. 

At  Charles  Schwab,  we  believe 
investing  is  best  done  when  youVt 
guided  bv  a  few  basic  principles: 

•  Invest  for  the  long  term  rather  than 
the  quick  gain. 

•  Look  for  value  wherever  vou  can 
find  it. 

•  Seek  out  balanced,  objective 
information. 

•  Evaluate  carefullv  the  advice  of 
organizations  that  have  a  vested 
interest  in  the  financial  products 
thev  sell  vou. 

Investors  who  pai'  less 
have  more  to  inn 'est. 

Charles  Schwab  introduced  the 
concept  of  discotint  brokerage  20 
vears  ago,  and  we're  more  deter- 
mined than  e\'er  to  make  sure  that 


At  Schu'uh,  lie  (^t'iit'ie 
the  investor  .should  think  intenth' 
and  ■upend  wisely. 

investors  enjov  a  cost  advantage. 

So,  for  example,  a  product  like 
Schwab's  Mutual  Fund  OneSource* 
service  offers  over  650  funds 
from  man\'  of  .'\merica's  best- 
known  mutual  fund  families. 
And  everv  single  one  of  them  is 
free  of  loads  and  transaction 
fees.  ;  While  load  funds  can  offer 


attractive  returns  and  other  bene- 
fits, vou  could  start  off  by  giving 
up  as  much 
as  6%  of 
\'our  prin- 
cipal. Even 
on  bad  davs, 
the  Market 

Charles  R.  Schwab 
IS    rarel\'    off        Committed  to givmg  you  control 
over  your  financial  goals. 

that  much.  ! 

Wm'  NOT  BECOME  A 

Schwab  cl'stomer  i'Oltiself? 

Everv  dav.  thousands  of  new 
nvestors  turn  to  Schvsab.  Wh\- 
lot  join  them?  ^'ou  ma\-  find  it 
iltogether  dem\"stif\-ing. 


An  Ina'aluablh 

Intvesting 
Sourcebook: 
Yours  Free. 


For  a  free  copv  of  The  Essenttcil  Investor'.'  vxstt 
one  of  our  240  branches  nationwide  or  phone: 

1-800-833-8633 

OfWESOURCe  ONLINE 


Charles  Schwab 

The  Way  It  Should  Be. 


©l'-)97  Charles  Schwab  &  Co.,  Inc.  .All  rights  reserved.  Member  SIPC/NYSE  ,i/^7  .  Schwab  receives  remuneration  from  Mutual  Fund  OneSource  companies. 
Schwab's  standard  transaction  fee  will  be  charged  on  each  redemption  ot  fund  shares  bought  with  no  transaction  fee  and  held  for  90  days  or  less. 
Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  m  the  future  should  short-term  trading  become  excessive. 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-051 2  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL  60611 


Telecommunications  Products 


Trouble  Connecting 
Your  Modem? 


•  Digital  Hotel  and  Office  PBXs 

•  Foreign  Telephone  Jacks 

•  Pay  and  Hard  Wired  Telephones 

TeleAdapt  has  ^^te^ 
the  solution      .  t^^^^ 
Call  1  408  370  5105    li^^t.  1^ 
Fax  1  408  370  5110 

http://www.teleadapt.com 


BUSINESS  TELEPHONE 
SYSTEMS  &  PARTS 

WE  BUY-SI:LL  LLA.SE 
AT&T/LUCENT  NORTEL  ROLM 
&  MO.ST  OTHER  MANUFACTURERS 

REFURBISHED  &  UNUSED  EQUIPMENT 
PHONES,  ETC. 
800-880-7931    FAX  813-626-2454 


Telecommunications  Services 


America's  Leading  Stand  Alone 

CALLING  CART 

•One  Low  Rate*  17  5c/minule  ♦24hrs/day 
•  No  Monthly  Fee  •  No  Surcharges 
•  Six-Second  Billing  Worldwide 
•  Low,  Flal  Infl  Rates 


Simply  Convenient 

800-789-5753  24  nrs/day  loll  free 
more  info:  http://www.tel-world.com 


TJLECOHFEREMCm  A.towA« 


Th(.'  Besi  Raifs  In  1  hf  (  ounirx' 


Reserve  Your  Next  Conference  Call  By  Calling 


1-800-778-MEET 

http://www  eagle  net 


FAX  BROADCASTING 
only  100  a  mlniite! 


To  ihe  U  S  from  anywhere  in  the  world  I 

Rates  per  minute  to 

France       $0  39  Japan  $0  39 

Germany    $0  39  U  S  $0  10 

Hong  Kong  $0  59  UK  $0  29 

^Xai/Vay     V.'nes  ope" 

  1^Vo'^^^■ 

Toll-free:  1.800.906.4FAX 

Tel  I  206  301  7000    fo.  1  206  301  7500 


Internet  Services 


web  publishing 
multimedia  consulting 
http://wv/w.blueskye.com 

I  -  888  -  CoolSkye 

(1-888-266-5759) 


DOMAIN  NAME 


Reserve  your  name  today  (l  e. 
yourcompanyxom)  on  the  Internet 
Registered  names  can  be  used  (at  any 

provider)  NOW  or  in  the  FUTURE. 
Registration  complete  in  24  hrs  or  less' 

Only  $45  +  NIC  fee 
Call  1-800/545-3662  or  register  at 
http://www  domainregistry.com 


Computer  Supplies 

f"  BatTeiTer&TooirFor  ^ 
I  Mobile  Professionals.  ■ 

I    tjll  now  lor  your  FRtt  iaulog.  l-tidO'limciiLs  I 

l  aOO-Botteries  ! 

^  •      www.800Batleries.(om.  J 

Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

lASERIET  i.'OLOBPRO  URAKT/MASTER 
DESKJET  DRAFTl'RO  LlESIIiNJET 

ELECTRU.SHTir  PLOTTERS      RIH'K  lEDWRITER 

HP  9000  workstations  &  Vectras 
Demo  &  Refurbished  Equipment 
Ted  Dasher  &  Associates 

41 1  7  Second  Ave  S  Birmingtiam,  AL  35222 
Phone  205/591-4747  Fax  205/591-1 108 
800/638-4833  •  e-mail  sales@dasher  com 


Presentation  Equipment 


"Holy*@?%#!'^ 


IniagelYo"  7010 

LCD  (lata/\  ided  jinijectdr 

V\{\,¥,  siift-siilcil  caiTj  111); case  VMlli  |iun'liasi'' 


W':ili<i  h'l=m  1.888.238.526:^' 


Franchising 


Join  the  number  one 
accounting  franchise  network. 


1-800-323-9000 

Comprehensive 

w  w  u  <  hs.Kciiuntiii;;  i.i'iii 


Franchise 

your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars, 
or  information  on  franchising. 

Ffancorp 

Specialists  In  Ftanchise  Development  BW 

^800-FRANCHIS^^80^72-62^ 


CUSTOM  STORAGE  SYSTEMS 

Closel  •  Garage  •  Home  Office  •  Enlenainmeni  Cenlcr 
No  I  ralcd  in  USA  Large  exclusive  icrrilnncs  » 
C  nmpletc  Irjining  &.  on-going  Mipjxirl  ^XO^*"! 

CjII  DjviJ  Luuy,  VP  ^^^^^^^^ 
(i|li|5l(>  711(1(1    FAX(31(I|'^3S  2(rii  \ 


Business  Opportunities 


CONSULTANTS/TRAINERS 


International  firm  expanding  in 
lis  needs  independent  consultants 
and  trainers  to  represent  our 
company.  We  offer  some  of  the 
finest  human  resource  development 
programs  available  today.  Very 
high  income  potential.  Extensive 
training  and  support.  Management, 
marketing,  or  consulting  experience 
helpful.  Send  resume  or  brief 
personal  history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle,  VP  Development 
Department  WB37 
10(1  Kachel  Blvd.,  #150-E 
Reading,  PA  19607 
(800)  799-6227,  Ext.  12 
EA.\:  (610)  856-5918 


$350,000++  Potential 
Annually  from  Home 


S350K  and  mort-  pos.sible  annually  from 
SlOK  start-up.  $75K  potential  1st  few 
months.  Break-through  product  and 
company  structure  90%  profit  margin,  no 
selling  expenence  required,  no  employees, 
no  travel,  no  MLM.  2  minute  message. 
1-800-432-0018  X2776 
Freedom  Associates 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  l  oans  and 
Equ/pment  LessesUom  Sl,000to 
S10  million.  No  co-brokering.  Work 
directly  w/National  Lenders. 
tJnlimlted  earnings  potential  and 
residual  Income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1-800-336-3933 

k  The  [.oan  ConvulLinls,  Inc.  . 


Business  Services 


Personal  Ched 

with  the  purchase  of  60' 
!-7()-A-ft(j;c  Biisitifss  Cha 

otily  29  ''^S& 
(Offer  good  ttiru  12/31/97) 

l-800-239-40a 


INCOFtPORATION 


•  FREE  Information 

•  All  30  Slates  and  Offshore 

•  Reliable  Service;  ;uid  Lxiw  Prices 
Corporate  Creations' 


rpc 

hltpi/Avww.corpcreations.co 
800-672-91 10  •  Fax  305-672-9 


TRADEMARK 


RESEARCH  REPOR 


20,000  ACADEMIC  TOPICS  AVAILAE 

Send  $2  for  the  290  page  catalog 
Cusloni-wfillen  leports  also  available 
RESEARCH  ASSISTANCE 
1  1322  laatio  Ave ,  #206BF 
Ids  Angeles,  CA  9002'i 
TOLL  FREE  HOTLINE:  800-351-02: 


http:  //www.research-assistance.ci 


Advanced  Ed./MBA  Progra 


REGIS 


EXTERNAL  MBA  PROGR 


♦  ACCREDITED  by  North  Central 
Association  of  Colleges  and  Schc*^ 

♦  No  classroom  aftendance  required  | 

♦  Earn  your  filBA  degree  in  2  years  f 

♦  Video,  audio  and  Infernet  mafehala 

♦  Founded  1877,  seives  9,000  student 


For  free  Regis  MBA  video  and  j 
application  paduge,  eal  toll-free 

.    1-888^BA41EGIS  I 

WKW-MBAREGllconi  In 

MIOBITYCaOeWOlM  1^ 


Education/Instruction 


MBA  BY  Distance  Leahiu 

Majoi  British  university  otteis  acciedited  MBA; 
Bacheloi's  or  GMAT  needed  Ctiosen  by  Ecenoi 
Intelligence  Unit  as  one  ol  world's  best  M8A  progra 


HERIOT-WATT  UNIVERSITY  '  (800)  MBA-O) 
North  American  Distributor  Ask  tor  ext 
6921  Slockton  Si,  Su'le  2,  El  Cerrito,  CA  9453 
For  Iminediate  FaxBack  literature:  from  y( 
fax  machine's  phone,  call  (510)  486-890C  - 


•  FREE  VIDEO 


EXTERNAL  DEGREES 

B/VBS  f^S/IVIBA  PhD/JD 
Credit  lor  work  &  life  expenence 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandeville,  LA  70470-40(' 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL  60611 


ness/Reference  Books 


e  Worker's  Compensation  Costs 

INJURY  GUIDE 

se,  comprehensive,  understandable 
:e  (or  managers,  supervisors,  HR, 
k  managers  describes  the  most 
in  problems,  what  they  mean, 
y  time  and  preventive  measures 
short  readable  format! 
S8.50/Guide  $75/10  $650/100 

Inc.,  2058  N.  Mills  Ave.,  #248 

Claremont,  OA  91711 


Investment  Publications 


'DISCOVER  HOW... 


You  can  beat  the  slock,  boiul.  and 
futures  markets  using  the  secrets 
of  the  amazing  D(7/i;  Phciuiniciwn  " 

FREE  DESCRIPTIVE  BROCHURE 
Call  toll-free  1-800-990-1120 


Sales  Books/Audio 


HOKE  DURING  PRESENTATIONS? 


p-start  your  career  with  Speaking  Up:  A  Guide  for  Overcoming 
'agefrightin  Business  Meetings.  A  audiotapes  &  guidebook. 
Developed  by  a  psychologist  with  hands-on  experience. 

Call  800-634-3973 


Vlenswear/Fashion 


,  We  Specialize  In  Hard-To 
'  Find  Sizes...  AAAEEEEE 
Widths,  Up  To  Size  16. 

i       Choose  from  ?  wide 
mtk  selection  of  Men's  Dress, 
Casual,  Work  &  Athletic 
Shoes  You'll  find  top  brands 
Wright,  New  Balance,  Bostonian, 
'tippies  and  Wolverine  And,  we  have 
rt  guarantee  in  the  business' 
300-240-7463  for  a  free  catalog 


ducation/lnstruction 


ved  Self  Paced  Home  Study 
late  Bachelors  Masters  Doctors 

iis  in:  Business  Admin  Public  Admin 
Care  Admin,  Human  Resources, 
i,  Int'l  Business,  Tech  Mgmt,  Law, 
lal.  Psychology,  Computer  Science. 

http://www.scups.edu 
Email:  enroll@scups.edu 

1-800/477-2254  (24  hrs) 
jthern  California  University 
for  Professional  Studies 
.  17  St-BW,  Santa  Ana,  CA  92705 


NVEST  IN  YOU 


our  VALUF  Is  Wh;it  Y.-u  Know 
ved  BS's  jnd  Masters  m  Business  dru 
neennp  Through  Distance  Learning 


Education/Instruction 


THINKING  OF  GRAD  SCHOOL? 
Get  ALL  your  graduate  school 
applications  wittt  just  ONE  CALL! 

MBA,  JD.  MD,  MS/MA  etc.. 
All  US  graduate  programs.  Up  to 
15  applications  for  only  $12.95 
SMART  APPLICATIONS 
It's  about  time... your  time 
Call  (888)  APPLY-78  toll  free/24  hrs 
or  (212)  330-0998  (for  NYC  Callers) 

[Maiot  credit  cards  accepted  Mem  US  residents  prices  vary) 

Corporate  Gitts 


Logo  Tattoos  ! 


Technology  Guides 


CNU 


'anlrenia  Street,  North  HilK.  CA  41341 

Catalog  Call  1-800-782-2422 
>  Site:  tittp:  //www.cnuas.edu 


1000  Temporary  Tattoos  with  your  Logo, 
Just  $189,00  IN 
or  2000  Tattoos,  Just  $299,00!! 

plus  t7.00  SSH  (CA  adb  7.25%  sales  la«) 

Customized!  Full  Color!  2"  X  2"! 


Send  your  sized,  cotorlogo,  or  artwork .  along  wilti 
a  check,  company  P.O.  or  Visa  /  MC  »  to: 

Calico  Temporary  Tattoos 
315  Plantation  Way  •  Vacaville,  Ca  95687 
Tel:  707/448-7072  •  Fax:  707/446-8273 
Allow  4-6  weeks  tor  delivery 


Communications  •  Document  Management  •  Data  Warehousing 


Got  Questions?  Lefs  WEB. 

A  series  of  educational  guides  that  put  these  technologies  into  practical 
and  understandable  terms.  These  guides  are  available  FREE  to  read, 
download,  and  print  from  our  Web  Site. 

Iitt|>://www.techg  uide.com 


Fine  Art 


DALI 

Cotlect  Rare,  Authentic 
Limited  Editions 
from  S  2500 
CALL  FOR  CATALOG 

1-800-999-DALI 

or  (310)  798-1360 


SILVERSTATE  FINE  ART 


Sales  Promotion/Display  Products 


Literature  Displays 

VlWij  LARGEST  SELECTION 
EB?Pa  IN  THE  COUNTRY  1 


m 

Menswear/Fashion 


men's  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

•  Free  cataloq 

•  High  quality 

•  160  St 


1-600-992-WIDE 
HITCHCOCK  SHOES,  INC. 

Dept  55C  Hingham,  MA  02043 


Consumer  Electronics 


Music  World 
Computer  World 


America's  Only  Catalogue  of  its  Kindt 

Receive  Our  FREE  Moil 
Order  Catalogue  Nowi 

212  pgs.  of  Top  Btond 
Names  in 

Auiio  •  Video 
Computers  •Portables 

Home  Office 
Music  •Video  &  Moce 
All  at  Dis<ount 
BN09.  P"'".' 

Order  loll  Free  24  Hours  A  Doy,  7  Doys  A  Week 

1-800-221-8180 


Travel/Vacations 


SWISS  ALPS 


The  "Hikers  Paradise"  Moderate 
optional  length  DAY  hiking  on  skyline 
trails.  Basing  1  week  at  12  charming 
3-4  star  mountain  inns.  Our  20th  year. 
Free  color  brochure.  (330)  867-3771 . 
ALPINE  ADVENTURE  TRAILS  TOURS,  INC. 
783  CliflsideDr  #210.  AKRON  OH  44313 


Free  Resort 
Ratings  Booklet 


A  handy  reference  with 
60  straight-forward  resort  reviews. 
It's  yours  FREE  when  you  subscribe  to 

Timesharing  Today 

j  The  magazine  that  helps  you  get  the 
most  out  of  vacation  ownership. 

Independent  viewpoint  •  Resort  reviews 
Articles  on  buying,  selling,  exchanging 
Investigative  reports  •  Industry  news 
Hundreds  ol  classified  ads 
Must  reading 

Call  Toll  Free  1  ■888-463-7427 


Personal  Care/Cosmetic  Syppiies 


QOSMEDIX®  Disposables,  Applicators  &  Testers 

•Single  Use  Mascara  Vs'.snds^Lip  Brushes»Sponges 
•Swabs  •Eyeshadow  Applicators  •Cotton  Squares 

.150-Q  Executive  Dr.  Edgewood,  NY  11717-8329 
Phone:  +1  516-342  3270    Fax:  +1  516-242-3291 
www.qostried5X.com  info@qosmedix.com 


The  Power 
to  Succeed 


in  Hannover 


Contact  Hannover  Fairs  USA.  Inc.,  at  103  Carnegie  Center,  ilffirMI  tillulT^ww.hamioverniesse.de) 

PO.  Box  7066,  Princeton,  New  Jersey  08540,  Tel,  (609)  987-1202,  Fax  (b09)  987-0092  ^*"«^ 


Linternet 


usiness  Week  Index 


ODUCTION  INDEX 


lange  from  last  week:  0  (i^'o 
lange  from  last  year:  9  0% 

PRODUCTION  INDEX 


I   ■  M—  I  ■  1  ■  1  ■  1  1  ■  

■eb  June  Oct.  Feb. 

396  1996  1996  1997 

;  index  is  a  4-week  moving  average 

production  index  was  unchanged  during  the  week  ended  Feb.  16.  That's 
her  sign  that  the  industrial  sector  is  slowing  down  this  quarter.  Before 
ulation  o!  the  four-week  moving  average,  the  index  fell  slightly  to  135,5, 
I  135.7  in  the  previous  week.  On  a  seasonally  adjusted  basis,  increases  in 
,  electric  power,  steel,  and  lumber  production  nearly  offset  the  declines  in 
output  of  trucks  and  coal  and  rail-freight  traffic. 

-oduclion  index  copyright  1997  by  The  McGraw-Hill  Companies 


ADJNG  INDICATORS 


LATEST      WEEK  YEARLY 
WEEK        AGO     %  CHG 
ICK  PRICES  (2/21)  S&P  500  801.77     808.48  23.0 


IPORATE  BOND  YIELD.  Aaa  (2/21) 

7.23% 

7.26% 

1.4 

USTRIAL  MATERIALS  PRICES  (2/21) 

108.2 

108.0 

-1.9 

>INESS  FAILURES  (2/14) 

NA 

NA 

NA 

L  ESTATE  LOANS  (2/12)  billions 

NA 

NA 

NA 

HEY  SUPPLY.  M2  (2/10)  billions 

$3,859.7  $3,860. 2r 

4.7 

riAL  CLAIMS.  UNEMPLOYMENT  (2/15)  thous  309 

308r 

-18.3 

rces:  Standard  &  Poor's.  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun 
adstreet  (failures  of  large  companies).  Federal  Reserve,  Labor  Dept. 

TEREST RATES 

ERAL  FUNDS  (2/25) 

LATEST 
WEEK 

5.28% 

WEEK 
AGO 

5.55% 

YEAR 
AGO 

5.20% 

itMERCIAL  PAPER  (2/26)  3-month 

5.39 

5.38 

5.16 

ITIFICATES  OF  DEPOSIT  (2/26)  3  month 

5.35 

5.34 

5.16 

ED  MORTGAGE  (2/21)  30  year 

7.74 

7.85 

7.24 

lUSTABLE  MORTGAGE  (2/21)  one  year 

5.65 

5.81 

5.39 

ME  (2/18) 

8.25 

8.25 

8.25 

rces:   Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  IVIarkets 


PRODUCTION  INDICATORS 


STEEL  (2/22)  thous.  of  net  tons 

LATEST 
WEEK 

2,115 

WEEK 
AGO 

2,078# 

YEARLV 
%  CHG 

0.8 

AUTOS  (2/22)  units 

132,444 

127,374r# 

-3,0 

TRUCKS  (2/22)  units 

135.930 

126,482r# 

10.2 

ELECTRIC  POWER  (2/22)  millions  of  kilowatt-hrs. 

61,026 

65,844# 

1,9 

CRUDE-OIL  REFINING  (2/22)  thous  of  bbl  /day 

13,422 

13,392# 

-0,8 

COAL  (2/15)  thous.  of  net  tons 

20,817# 

21,398 

-2.6 

LUMBER  (2/15)  millions  of  ft. 

513. 6# 

496.9 

17.9 

RAIL  FREIGHT  (2/15)  billions  of  ton-miles 

27. 1# 

27.2 

1.9 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept  ,  WWPAi,  SFPA2,  Association  of 
American  Railroads 

PRICES 

GOLD  (2/26)  $/troy  oz. 

LATEST 
WEEK 

354.800 

WEEK 
AGO 

346.250 

YEARLY 
%  CHG 

-10.8 

STEEL  SCRAP  (2/21)  #1  heavy,  $/ton 

145.50 

146.50 

0.7 

COPPER  (2/21)  <t/\b. 

115.4 

111.5 

-4.2 

ALUMINUM  (2/21)  2/ib 

76.0 

74.8 

0.0 

COTTON  (2/22)  strict  low  middling  1-1/16  in.,  «/lb.  69.75 

69.98 

-14.2 

OIL  (2/25)  $/bbl- 

20.45 

22.14 

4.2 

CRB  FOODSTUFFS  (2/25)  1967=100 

241.98 

238.28 

3.5 

CRB  RAW  INDUSTRIALS  (2/25)  1967=100 

345.06 

345.19 

4.9 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals  Week,  Memphis 
market,  NYMEX,  Commodity  Research  Bureau 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (2/26) 

LATEST 
WEEK 

122.61 

WEEK 
AGO 

124.39 

YEAR 
AGO 

104.44 

GERMAN  MARK  (2/26) 

1.69 

1.70 

1.47 

BRITISH  POUND  (2/26) 

1.63 

1.61 

1.53 

FRENCH  FRANC  (2/26) 

5.71 

5.74 

5.02 

ITALIAN  LIRA  (2/26) 

1681.5 

1690.4 

1547.5 

CANADIAN  DOLLAR  (2/26) 

1.37 

1.36 

1.37 

MEXICAN  PESO  (2/26)' 

7,782 

7.777 

7.545 

TRADE-WEIGHTED  DOLLAR  INDEX  (2/26) 

104,3 

105.0 

95 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U.S.  dollar, 
except  tor  British  pound  in  dollars    Trade-weighted  dollar  via  J  P  Morgan 


w  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  Index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
pment.   UWestern  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


SONAL  INCOME 

day,  Mar.  3,  8:30  a.m.EST>  Income 
y  grew  just  0.1%  in  January,  while  con- 
er  spending  rose  0.5%.  Those  are  the 
ian  forecasts  of  economists  surveyed  by 
International,  one  of  The  McGraw-Hill 
panies.  In  December,  income  surged 
/o  and  spending  was  up  0.5%. 

ISTRUCTION  SPENDING 

day,  Mar.  3,  10  a.m. est  >■  Building 
iding  was  likely  flat  in  January  after 
3ing  0.7%  in  December. 

M  SURVEY 

■day.  Mar.  3,  10  a.m. est  >■  The  Nation- 
ssociation  of  Purchasing  Management's 


business  index  probably  rose  to  52.5%  in 
February,  from  52%  in  January. 

LEADING  INDICATORS 

Tuesday,  Mar.  4,  10  a.m.EST>-  The  index  of 
leading  indicators  was  likely  up  0.1%  in  Jan- 
uary, the  same  gain  reported  in  December. 

NEW  HOME  SALES 

Tuesday,  Mar.  4,  10  a.m.EST>  New  homes 
probably  sold  at  an  annual  rate  of  750,000 
m  January,  says  the  mms  survey.  That's  a 
drop  from  December's  783,000  rate. 

FACTORY  INVENTORIES 

Thursday,  Mar.  6,  10  a.m.EST>  Factory 
inventories  probably  rose  0.2%  in  January, 


after  falling  0.3%  in  December.  Orders  like- 
ly increased  0.7%  m  January,  partly  revers- 
ing a  1.3%  December  drop. 

EMPLOYMENT 

Friday,  Mar.  7,  8:30  a.m.ESTP-  The  mms  sur- 
vey calls  for  a  210,000  gain  in  nonfarm 
payrolls  in  February,  after  the  271,000 
added  in  January.  The  unemployment  rate 
likely  fell  to  5.3%  from  5.4%  in  January.  A 
higher-than-expected  job  gain  or  a  jobless 
rate  of  5%  could  rock  the  financial  markets. 

CONSUMER  CREDIT 

Friday,  Mc.i.  7,  3  p.m. est >  Installment  debt 
likely  rose  oy  $5.5  billion  in  January  on  top 
of  $4.9  billion  borrowed  in  December. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 

|>r^  Sunday 


It's  the  "biotech  century," 
dramatically  illustrated  by 
tlie  breakthrough  cloning  of  a 
sheep.  To  discuss  the 
potential  and  perils,  join 
bioethicist  Arthur  L,  Caplan 
and  BW's  John  Carey.  Mar.  2 
9  p.m.  EST  in  the  Globe 


j  Monday 

^  Buvine  a  franchise? 


-  r  1 


Buying  a  franchise?  Talk  first 
with  Robert  Purvin  Jr.  of  the 
American  Assn.  of  Fran- 
chisees &  Dealers.  Mar.  3 
8  p.m.  EST  in  tlie 
BW  Enterprise  Chat  Room 

Thursday 

In  the  global  economy,  the 
MBA  is  going  global,  too. 
Consultant  Sally  Lannin 
outlines  how  to  get  into  the 
best  B-schools  outside  the 
U.S.  Mar.  6 
8  p.m.  EST  in  the 
AOL  Live  Chat  Cafe 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  tfie  BW  Online  area  on  AOL 
soon  after  each  event 


For  a  free  trial  diskette 
including  50  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Comp^njes  listed  only  in  t^ble^  ar@  not  included. 


Accel  Partners  96 
Acclaim  Entertainment 

(AKLM)  40 
AdvisorLink  116 
Affymetrix  (AFFX)  90 
AIG(AIG)  98 
Albertson's  (ABS)  37 
Alexion  Pharmaceuticals  78 
Alumax(AMX)  102 
American  General  (AGO  102 
American  Sky  Broadcasting 

(NWS)  40 

America  Online  (AOL)  36, 40, 
106 

Andersen  (Arthur)  118 
Andersen  Consulting  36 
Anheuser-Busch  (BUD)  110 
Appalachian  Electronic 
Instruments  75 
Apple  Computer  (AAPL)  115 
Ashland  (ASH)  118 
AT&T  (T)  26,  30 
Atlantic  Richtield  (ARC)  118 
Audi  47 

Axe-Houghton  Associates  102 
B 


Baker  Hughes  (BHD  118 
BayNetworks  36 
Bear  steams  (BSC)  8 
Bell  Laboratones  30 
Bevmark  110 
Bharat  Petroleum  118 
BMW  47 
Boeing  (BA)  44 
Booz  Allen  &  Hamilton  94 
Brandywine  Asset 
Management  102 
British  Petroleum  (BP)  118 
Brown  (Alex  )  115 
Brown  Brothers  Harnman  116 


Cadus  Pharmaceutical 

(KDUS)  90 
Callaway  (ELY)  115 
Chicago  Corp,  26 
Ciba  Vision  75 
Citibank  (CCD  115 
Citicorp  (CCD  32,40,98 
Club  Mediterranee  40 
Coca-Cola  (KG)  115 
Compaq  Computer  (CPQ)  18 
Competitive  Media 

Reporting  110 
CompuServe  (CSRV)  106 
Conference  Board  22,23 
Coopers  &  Lybrand  10 
Coors  (Adolph)  (ACOB)  110 
CPC  International  (CPC)  40 
Credit  Suisse  Investment  100 
Credit  Suisse  Large-Cap  Equity 

Fund  100 

Curtis  Management  115 


Cyrix  15 


Darwin  Molecular  78,90 
Dean  Witter  (DWD)  35,94 
Deloitte  &  Touche  10 
Diamond  Offshore  Drilling 
(LTR)  118 
DirecTV  40 

Donnelley  (R.R.)  (DNY)  26 
DRI/McGraw-Hill  (MHP)  22 


Eastman  Kodak  (EK)  26 
EchoStar  Communications 
(DISH)  40 

Elbit  Vision  Systems  75 
E*TRADE  Group  (EGRP)  94 
Excel  15 
Exelixis  90 
Exxon  (XON)  118 

F 


Fidelity  Investments  94 
Financial  Service  Analytics  94 
Food  Lion  (FDLNB)  37 
Foote  Cone  &  Belding  110 
Franklin  Templeton  100 

G 


Gartner  Group  (CART)  36,98 
Gazprom  100 
General  Electric  (GE)  44 
General  Mills  (GIS)  115 
General  Motors  (GM)  46 
Genesis  Merchant  Group  90 
Genome  Therapeutics 
(GENE)  78 
Genset  90 

Goldman  Sachs  32,35,48, 
94 

Green  Bay  Packers  115 
GTE (GTE)  26 

H 


Halliburton  (HAL)  118 
Hayes  Microcomputer  106 
Hewlett-Packard  (HWP)  94 
Hickey  Freeman  (HMX)  115 
Home  Depot  (HD)  94 
Howard  Weil  Labouisse 

Friedrichs  (LM)  118 
Hughes  Electronics  40 
Human  Genome  Sciences 

(HGSI)  78 

I 


IBM  (IBM)  26,96,110 
InCyte  90 

Informix  Software  (IFMX) 
Intel  (INTO  18 


John  Alden  Financial  (JA)  102 
John  Hancock  Investment 
Fund  26 

Johnson  Industnes  (Jll)  75 


K 


Kaiser  Aluminum  (KLU)  102 
Kissinger  Associates  43 


La  Casa  del  Habano  6 
Lehman  Brothers  (LEH)  35 
Leuthold  Group  35 
Levi  Strauss  6 
Lipetsk  Bank  100 
Lloyd's  of  London  98 
Lockwood  Financial  Group  116 
Lucent  Technologies  (LU)  26, 
106 

Lukoil  100 
M 


Marks  Bros.  Jewelers  8 
Marsh  &  McLennan  (MMC)  98 
McDonald's  (MCD)  40,94, 
115 

McGraw-Hill  (MHP)  123 
MCI  Communications 
(MClC)  26,  36 
McKinsey  96 
Medlmmune  (MEDI)  78 
Mercedes-Benz  (DAI)  46, 47 
Mercer  (William  M.)  36 
Merrill  Lynch  (MER)  32,  94 
Microsoft  (MSFT)  18,36,115 
Millenium  Pharmaceuticals  90 
Miller  Brewing  (MO)  110,115 
Minet  98 

MMS  Intemational  (MHP)  123 
Mobil  (MOB)  118 
Monsanto  (MTO  78 
Morgan  Stanley  (MS)  26, 94, 
98,118 

Motorola  (MOT)  44, 78 
N 


NationsBank  (NB)  94 
Needham  102 
NemaPharm  78,90 
Neuberger  &  Berman  116 
News  (NWS)  40 
NeXstar  Pharmaceuticals  78 
Nike(NKE)  115 

O 


Oracle  (ORCL)  8,36 
P 


Packard  Bell  18 
PaineWebber  110 
Penney  (J.C.)  (JCP)  6,96 
PeopleSott  36 
Philip  Morris  (MO  96 
Pioneer  First  Voucher 

Fund  100 
Pioneer  Graup  100 
Pitney  Bowes  (PBI)  96 
Pixar(PIXR)  40 
Power  (J  D  )  46 
PPL  Therapeutics  78,90 
Primestar  40 
Prodigy  Services  106 
Prudential  Securities  35, 94 
Publix  Super  Markets 

(PUSH)  37 

Punk  Ziegel  &  Knoell  90 
R 


Reliance  National  (RED  98 


Renault  46 

Rockwell  Semiconductor 
Systems  (ROK)  106 
Rostelekom  100 


Salomon  Brothers  (SB)  46, 
118 

Schlumberger  (SLB)  118 
Schroder  Wertheim  44 
Schwab  (Chades)  (SCH) 
94 

Sears  (S)  6,  26 
Seitel(SEI)  118 
Sequana  Therapeutics 

(SQNA)  78,90 
Shell  (RD)  118 
Smith  Barney  94 
SmithKline  Beecham 

(SBH)  78,90 
Software  Publishing 

(SPCO)  15 
Sony(SNE)  40 
Standard  &  Poor's  (MHP) 

118 

Starfish  Software  18 
St.  Paul  Cos.  (SFL)  98 
Stream  Intemational  26 
SunAmerica  (SAD  102 
Sun  Tech  44 
Sweden  Post  Group  98 


P500 


isi  I 

S  If 

lledii 


isps 
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Tele-Communications 

(TCOM)  40 
Tel-Save  Holdings  40 
Templeton  Russia  Fund 

(TRF)  100 
Texaco  (TX)  118 
Thelen  Marnn  Johnson  & 

Bridges  98 
Thomson  Financial 

Services  96 
3Com  (COMS)  40 
Tidewater  (TDW)  118 
Toro(TCC)  96 
Tosco  (TOS)  118 
TRW(TRV10  75 
U 


i 


UBS  Securities  22, 26 
Ultramar  Diamond 

Shamrock  118 
Unified  Energy  System  100 
USAir(U)  26 
USF&G(FG)  98 
USLIFE(USH)  102 
U.S.  Robotics  (USRX)  15,40 

106 

US[(UST1  40 
V 


I 


Valero  Energy  (VLO  118 
Vivid  Technologies  (WID)  10; 
Volkswagen  (VW)  46, 47 

W 


Walt  Disney  (DIS)  40, 96 
Z 


Zaie  8 

ZebPearce  110 
Zunch-Amencan  98 
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ivestment  Figures  of  the  Week 


P  soo 

Aug.    Feb.  Feb.  20-26 


.  305.B8 


3ek  change  1 -week  change 
.0%  -0.8% 


MENTARY 

.couragiiig  week  in  the  fi- 
lial markets.  The  Dow 
s  industrial  average 
jed  to  7038  on  Feb.  25, 
to  plunge  on  Feb.  26  in 
:ion  to  comments  by  Fed- 
Reserve  Chairman  Alan 
ispan.  After  the  Fed  chair- 
warned  that  the  Federal 
rve  might  boost  rates  to 
off  inflation,  the  Dow  fell 
points.  The  market  recov- 
ending  the  day  down  55 
ts,  at  6983.  Bond  prices 
ained  their  biggest  losses 
5  July  in  the  wake  of  the 
nspan  remarks. 


U.S.  MARKETS 

Latest 

%  change 
Week  Year 

Dow  Jones  Industrials 

6983.2 

0.8 

25.8 

NASDAQ  Combined  Composite 

1340.6 

-0.5 

21.2 

S&P  IVIidCap  400 

266.4 

0.1 

16.2 

S&P  SmallCap  600 

146.0 

-1.8 

16.4 

S&P  SuperComposite  1500 

172.5 

-0.9 

22.7 

SECTORS 

Latest 

%  change 
Week  Year 

Bloomberg  Information  Age 

247.4 

-0.9 

18.2 

S&P  Financials 

94.2 

-1.7 

40.8 

S&P  Utilities 

196.6 

-1.4 

-0.8 

PSE  Technology 

265.1 

-1.5 

21.2 

FOREIGN  MARKETS 

Latest 

%  change 
Week  Year 

London  (FT-SE  100) 

4329.3 

-0.6 

16.5 

Frankfurt  (DAX) 

3237.9 

1.3 

32.4 

Tokyo  (NIKKEI  225) 

18,990.9 

-0.3 

-5.0 

Hong  Kong  (Hang  Seng) 

13,541.8 

1.0 

20.9 

Toronto (TSE  300) 

6201.4 

-0.1 

25.2 

Mexico  City  (IPC) 

3890.2 

0.4 

31.6 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1.79% 

1.78% 

2.15% 

S&P  500  P/E  Ratio  (Last  12  mos. 

21.2 

21.4 

18.7 

S&P  500  P/E  Ratio  (Next  12  mos. 

)*  17.2 

17.2 

NA 

First  Call  Earnings  Revision* 

-0.71  % 

-0.34% 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

705.5 

701.4 

Positive 

Stocks  above  200-day  average 

72.0% 

73.0% 

Negative 

Options:  Put/call  ratio 

0.59 

0.58 

Negative 

Insiders:  Vickers  Sell/buy  ratio 

1.79 

1.78 

Positive 

Data;  Bloomberg  Financial  Markets;  *First  Call  Corp. 


BEST-PERFORMING 

Last 

Last  12 

month 

/O 

months 

Savings  &  Loans 

23.5 

Shoes 

121.7 

Leisure  Time 

14.8 

Savings  &  Loans 

72.8 

Genl.  Merchandise  Chains 

14.5 

Semiconductors 

69.1 

Invest.  Banking/Brkrge. 

13.9 

on  &  Gas  Drilling 

58.5 

Trucking 

13.7 

Money  Center  Banks 

51.5 

WORST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Oil  &  Gas  Drilling 

-15.5 

Broadcasting 

-26.3 

Communications  Equip. 

-12.8 

Machine  Tools 

-20.1 

Oil  Exploration  &  Prod. 

-12.1 

Gold  Mining 

-19.4 

Oil-Weil  Equip.  &  Svcs. 

-6.6 

Trucking 

-17.2 

Engineering  &  Constr. 

-5.0 

Steel 

-11.7 

BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

Motorola 

57^/8 

-7% 

in 

57  V4 

-1  V4 

Tele-Communications 

13 

-'^16 

Heftel  Broadcasting 

40 '/8 

-3^/8 

Conrail 

IO4V2 

-1^8 

WMX  Technologies 

333/8 

-1^/8 

Decline  ahead?  Stocks  witti  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Microsoft 

99  V2 

3% 

Oracle 

40 '/8 

23/4 

Amgen 

62 '/8 

7  '5/16 

Sun  Microsystems 

323/4 

1 V2 

Vi/orldcom 

26^/8 

^4 

Gateway  2000 

61  V4 

5/8 

EST  RATES 


EASURY  BOND  INDEX 

.    Aug.    Feb.  Feb.  20-26 


1540 
1515 


■  1490 
:  1484.36 


veek change        1-week  change 
-2.0% 

Bloomberg  Financial  Markets 


KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

4.95 

4.96 

4.93 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

5.18 

5.11 

4.98 

assuming  a  :il7o  tederal  tax  rate. 

10-yr.  bond 

30-yr.  bond 

B-MONTH  BANK  CDS 

5.01 

5.01 

4.63 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.59 

5.46 

5.05 

GENERAL  OBLIGATIONS 

4.84% 

4.75% 

5.44% 

5.35% 

10-YEAR  TREASURY  NOTES 

6.53 

6.30 

6.01 

PERCENT  OF  TREASURIES 

74.17 

75.36 

80.32 

81.39 

30-YEAR  TREASURY  BONDS 

6.78 

6.57 

6.45 

TAXABLE  EQUIVALENT 

7.01 

6.88 

7.88 

7.75 

LONG-TERM  AA  INDUSTRIALS 

7.28 

6.99 

7.06 

INSURED  REVENUE  BONDS 

4.91 

4.82 

5.63 

5.54 

LONG-TERM  BBB  INDUSTRIALS  7.61 

7.39 

7.47 

PERCENT  OF  TREASURIES 

75.24 

76.47 

83.13 

84.28 

LONG-TERM  AA  TELEPHONES 

7.48 

7.27 

7.36 

TAXABLE  EQUIVALENT 

7.12 

6.99 

8.16 

8.03 

lUAL  FUNDS 


i  U  S  Diversified  KBi  All  Equity 
)         52-week  total  return 


EQUITY  FUNDS 


EQUITY  FUND  CATEGORIES 


Morningstar,  Inc. 


Leaders 

Laggards 

Leaders 

Laggards 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

American  Heritage 

21.9 

Van  Wagoner  Emerging  Gr. 

-12.2 

Latin  America 

10.9 

Small-cap  Growth 

-3.4 

Lexington  Troika  Russia 

21.4 

Fidelity  Sel.  Natural  Gas 

-12.0 

Financial 

8.6 

Natural  Resources 

-2.1 

Morg.  Stn.  Inst.  Lat.  Am.  A 

13.3 

Calvert  Strat.  Growth  C 

-10.3 

Precious  Metals 

7.9 

Technology 

-1.3 

Morgan  Stan.  Latin  Am.  A 

13.2 

Van  Wagoner  Micro-Cap 

-9.5 

Health 

5.4 

Mid  cap  Growth 

-0.3 

Merrill  Latin  America  A 

11.9 

OVB  Emerging  Growth  A 

-9.5 

Diversified  Emerging  Markets 

5.1 

Small-cap  Blend 

0.1 

Leaders 

Laggards 

Leaders 

Laggards 

52-week  total  return 

% 

S2-week  total  return 

% 

52-week  total  return 

% 

52-week  total  return 

% 

Vontobel  Eastern  Europ.  Eq. 

84.7 

Steadman  Technology  Grth.  -41.7 

Financial 

36.3 

Japan 

-15.3 

State  St.  Res.  Glob.  Res.  A 

58.6 

United  Svcs.  Gold  Shares 

-34.3 

Latin  America 

33.8 

Precious  Metals 

-7.2 

Interactive  Inv.  Tech  Val. 

56.1 

Matthews  Korea 

-31.8 

Real  Estate 

33.0 

Diversified  Pacific 

-0.3 

Morg.  Stanley  Inst.  Lat.  Am.  A 

54.1 

DFA  Japanese  Small  Co. 

-31.1 

Europe 

23.0 

Pacific  ex-Japan 

4.4 

Morgan  Stanley  Latin  Am.  A 

53.0 

Fidelity  Japan  Small  Co 

-30.3 

Small-cap  Value 

22.1 

Communications 

5.4 

are  as  of  market  close  Wednesday,  Feb.  26,  1997,  unless  otherwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  reb.  25  For  a  more  detailed  explanation,  write 
include  S&P  500  companies  only.  Fundamentals,  technical  indicators,  Bloomberg  mon-     to  us  or  E-mail  figures@businessweek.com  NA=Not  available  "Vanguard  Index  500  Fund 
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Editorials 


DON'T  BE  AFRAID  OF  GENETIC  RESEARCH 


The  widespread  hand-wringing  over  what  must  be  one  of 
the  gi-eatest  scientific  feats  ever — the  cloning  of  an  ani- 
mal— is  sad  testimony  to  the  growing  politicization  of  ge- 
netic research.  Instead  of  celebration,  there  is  a  chorus  of  Cas- 
sandras  and  a  wave  of  worry.  President  Clinton  talks  of  the 
"troubKng"  implications  of  cloning,  and  an  aiTny  of  bioethicists 
worldwide  immediately  warns  of  society's  being  unprepared 
for  the  Frankensteinian  implications  of  repUcating  life. 

When  Scottish  embryologist  Ian  Wilmut  stunned  the 
world  by  creating  Dolly — an  exact  living  copy  of  a  lamb — he 
put  a  spotlight  on  science's  recent  explosion  in  understand- 
ing life  and  how  to  alter  it.  It  goes  way  beyond  cloning.  Just 
as  the  past  hundred  years  made  up  the  century  of  chemistry 
and  physics,  so  will  the  next  be  the  century  of  biology. 
Imagine  new  medicines,  better  crops,  and  even  biocomput- 
ing.  Gene-altered  animals  could  produce  hearts  for  trans- 
plants and  drugs  for  treatment.  Disease-resistant  rice  and 
wheat  could  sharply  raise  yields.  What  better  model  is 
there  for  storing  information  than  the  sequence  of  Hnks  in 
the  chains  of  dna  (page  78)? 

Yet  genetic  research,  while  it  fascinates,  also  scares  people. 
Such  movies  as  The  Boys  from  Brazil,  about  cloning  new 
Hitlers,  and  Jurassic  Park,  about  the  dangers  of  repUcating 
dinosaurs,  touch  something  deep  in  many  people  who  are 
uneasy  about  the  manipulation  of  life.  Even  Multiplicity,  a 
comedy  about  a  harried  man  cloning  himself  so  that  he  may 


double-  and  triple-task  through  life,  shows  one  copy  tumij 
out  to  be  a  dumb,  droohng,  defective  human  being. 

Tliis  distrust  of  using  biological  science  to  tamper  vrith 
has  haunted  genetic  research  from  the  start.  Despite  centu 
of  animal  and  plant  breeding,  opposition  to  gene-alter 
tomatoes  and  potatoes  delayed  their  introduction  for  yea 
The  U.  S.  Congress  has  virtually  banned  all  govemme: 
funded  embryo  research,  thanks  to  the  pohtics  of  aborti 
France  and  Germany  have  banned  genetically  altered  ft 
and  drugs.  The  result?  The  research  shifted  offshore.  ' 
thousands  of  parents  who  now  have  children  thanks  to  in 
ro  fertilization  can  thank  British  researchers  for  their  famili 

There  is  no  question  that  the  notion  of  individuals  cloni 
themselves  is  not  only  repugnant  but  also  raises  imports 
questions:  Should  humans  be  cloned  to  provide  body  parts 
dying  children?  Is  replication  reproduction  or  slavery?  The 
gal  questions  alone  boggle  the  mind. 

Fear  of  the  future  should  not  quell  the  budding  biologin 
revolution.  Thanks  to  the  Human  G«nome  Project  and  simi| 
projects  for  animals  and  plants,  scientists  are  poised  to  kncl^ 
the  complete  blueprint  of  life.  Rejecting  this  knowledge  ii^ 
reactionary  spasm  of  scientific  know-nothingism  would 
tragedy  of  immense  proportions.  It  would  choke  the  \a 
spirit  of  adventure,  of  challenging  the  old,  and  pushing  the  i 
velope  of  what  can  be  done.  The  world  should  embrace  the  | 
ological  revolution,  not  cringe  from  it. 


THE  POWER  STRUGGLE  IN  CHINA 


When  both  the  libei-al  New  Republic  and  the  conservative 
Weekly  Standard  magazines  agree  that  China  is  an  en- 
emy, and  Republicans  in  Congress  accuse  CEOs  doing  busi- 
ness vrith  Beijing  of  being  gi'eedy,  it  is  clear  that  the  consensus 
governing  U.  S.  policy  toward  China  for  the  past  25  years  is 
breaking  down.  Asia  is  a  growing  flash  point  for  conflict,  and 
the  U.  S.  must  decide  what  its  goals  are  in  the  Pacific  Rim  and 
what  kind  of  relationship  it  wants  to  have  vrith  China. 

U.  S.  pohcy  should  go  beyond  the  stale  debate  over  en- 
gagement vs.  containment  to  adch'ess  the  three  major  issues  of 
importance  to  Asia  today:  the  rise  of  Chinese  power  and  its 
nature;  the  staying  power  of  the  U.  S.  in  the  region;  and  the 
possible  return  of  Japan  to  militarism.  (Smprising  as  it  may 
seem  to  Americans  and  Europeans,  many  Asians  view  Japan 
wai'ily  because  it  refuses  to  apologize  for  its  World  Wai'  II  be- 
havior and  has  today  the  region's  largest  navy  and  air  force.) 

No  one  knows  what  path  China  will  take  following  the 
death  oi  Deng  Xiaoping,  but  the  U.  S.  can  help  shape  the  fu- 
tui-e  by  turning  China's  desire  to  enter  the  World  Trade  Or- 
ganization into  an  opportunity  for  furthering  plurahsm.  Re- 
formists want  to  downsize  the  huge  state-owned  sector, 
create  an  independent  Parliament,  build  a  new  legal  system, 


and  open  the  entire  economy  to  market  forces.  Before  t 
Tiananmen  Square  massacre  in  1989,  these  reformers  hadj 
serious  chance  of  taking  power  in  China.  They  can  again.  Ti 
old  ex-Communist  Party  elite,  however,  is  fighting  to  rets! 
the  state-owned  sector  because  it  is  the  foundation  of  th( 
power  and  wealth.  A  mercantile  economic  policy  favors  th( 
rule.  By  insisting  on  serious  wio  entry  rules,  the  U.  S.  c:: 
bolster  the  reformers,  help  spread  the  pluralism-producing  s 
vent  of  market  capitalism,  and  peacefully  integrate  Chi 
into  the  global  system.  Nothing  is  more  important  to  U. 
policy  in  1997  than  China  and  the  wto. 

America's  mihtary  commitment  to  keeping  the  balance 
power  stable  in  Asia  is  critical  as  well.  An  arms  race  is  und 
way  all  over  the  region,  buttressing  the  power  of  generj 
everywhere,  especially  in  China.  The  U.  S.  must  show  Asia 
long-term  commitment  to  blocking  military  projections 
power  by  any  country.  By  persuading,  cajoUng,  and  insistii 
that  the  "game"  be  an  economic  one  based  on  free-mark 
rules,  the  U.  S.  can  help  channel  the  rising  power  of  Chii 
into  internationally  acceptable  forms  of  competition.  This  is 
foreign  policy  goal  worthy  of  consensus  from  all  groups 
America,  including  its  chattering  class. 
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EDITED  BY  LARRY  LIGHT 
GLASS  CEILINGS 

AN  OLD  BOYS' CLUB 
AT  TREASURY 

ALTHOUGH   THE  CLINTON 

Administration  stresses 
diversity  in  its  appoint- 
ments, Treasury  Secretary 
Robert  Rubin's  inner  circle 
of  advisers  has  become 
nearly  an  all-male  club. 
Under  Lloyd  Bentsen,  sev- 
en women  political 
appointees  held  top  policy- 
making posts  in  such  areas  " 
as  finance,  taxes,  economics, 
and  international  policy. 
Now,  there  are  just  two: 
Assistant  Secretary  Linda 
Robertson,  the  congression- 
al lobbyist,  and  iRS  Commis- 
sioner Margaret  Richardson. 
But  Richardson  is  leaving 
under  prodding  from  Rubin. 

Women  have  left  for  vari- 
ous reasons.  Darcy  Bradbmy, 
assistant  secretaiy  for  finan- 
cial markets,  went  to  Wall 
Street.  Rubin  aide-de-camp 
Sylvia  Mathews  moved  to  the 
White  House,  and  General 


RICHARDSON:  Out  at  IRS 


Counsel  Jean  Hanson  was 
sucked  under  by  Whitewater. 
Men  replaced  them.  Ti'easiuy 
officials  note  women  hold  oth- 
er top  positions,  such  as  Trea- 
surer of  the  U.  S. — ^yet  they're 
not  in  policymaking  jobs. 

Not  until  recently,  say 
Clinton  insiders.  "Rubin  was 
an  untouchable  when  it  came 
to  Wliite  House  pressure  on 
appointments,"  says  one.  "But 
the  pressure  has  picked  up." 
Rubin  aides  say  he  wall  soon 
name  a  woman  as  a  senior 
policymaker.  Oiven  Ullmayin 


OVER  THERE 

FRENCH  CUISINE: 
NO  SO  HAUTE 

FOR  YEARS,  MOST  OF  FRANCE'S 

greatest  chefs  poured  mil- 
lions of  francs  into  creating 
gastronomic  wonders.  Their 
goal  was  three  stars  in  the 
august  Michelin  Guide.  A 
precious  third  star  boosted 
business  by  up  to  40%,  it  was 
said.  But  these  days, 
France's  starred  palaces 

:  T.s  ;  7,  1997 


PARIS:  Lef  are  strug- 
them  eat  gling,  weighed 
Twinkles  down  by  high 
taxes,  heavy 
debts,  and  a  fingering  reces- 
sion  that  has  dented 
Europe's  free-spending  ways. 
Chefs  such  as  Paris'  Guy 
Savoy  and  Burgundy's 
Bernard  Loiseau  are  adopt- 
ing a  host  of  new  strategies 
to  get  more  people  to  their 
tables.  They  are  trying 
everything  from  discount 
meals  to  kids'  menus. 

One  sign  of  the  changing 
times  is  that  Michelin  recog- 
nition no  longer  assures  fi- 
nancial success.  Pieire  Gag- 
naire,  one  of  France's  most 
creative  chefs,  received  the 
coveted  triple-star  rating 
back  in  1993,  only  to  shock 
his  fellow  culinary  artists  by 
declaring  bankruptcy  last 
year  at  his  restaurant  in  St. 
Etienne.    William  EcJiikson 


TALK  SHOW  i'All  calls  that  I  made  were  charged  to  the 
Democratic  National  Committee.  I  was  advised  there  was 
nothing  wrong  with  that. 5' — Vice-President  Al  Gore,  explainm 
why  it  was  O.K.  to  solicit  donations  by  phone from  the  White  Hotise\ 

FIREBRANDS 

RADICAL  CHIC.  1997 


FOR   LOUIS   FARRAKHAN,  IT 

was  a  chance  to  meet  the 
white  power  structure — 100 
national  politicos  and  Wall 
Streeters.  For  supply-side 
guru  Jude  Wanniski,  who 
admires  Farrakhan's  credo  of 
black  self-reliance,  the  meet- 
ing was  part  of  a  campaign  to 
show  that  the  Muslim  minis- 
ter is  unjustly  tarred  as  a 
racist  and  anti-Semite. 

At  a  Boca  Raton  (Fla.) 
conclave  held  by  Wanniski's 
Polyconomics  consulting 
fli-m,  Fairakhan  spoke  on 
restoring  traditional 
values.   He   drew  ^ 
"sustained"  ap 
plause,  says  Wan- 
niski. One  at- 
tendee, money 
manager 

Russell   Re-    FARRAKHAN  w 

denbaugh  of 

Cook  &  Bieler,  says  of  Far- 
rakhan:  "He  seems  sincere." 

How  did  the  politicians 
take  to  him?  Pressed  for 
time,  Jack  Kemj) — who  was 
criticized  last  fall  by  Jewish 
groups  after  praising  Far- 
rakhan's self-help  message — 


gave  a  speech,  then  ll 
without  mingfing.  Senaf 
Christopher  Dodd  (D-Cor! 
merely  shook  Farrakht 
hand.  Even  though  the 
ister  spoke  to  Bill  Richaf 
son  from  the  audience. 


let  Wall  Streeters  and  pols 


U.  N.  ambassador  "had 
idea  Farrakhan  was  then 
says  an  aide.  After  Sena 
John  Ashcroft  (R-Mo.)  din' 
with  the  cleric,  he  still  f( 
Fan-akhan  is  an  anti-Semi1 
Farrakhan  didn't  respond 
requests  for  comment. 


URBAN  ANGST 

FOREIGN  AID  FOR 
WASHINGTON? 

WASHINGTONIANS   LIKE  TO 

complain  they  suffer  the  typ- 
ical woes  of  a  Third  World 
land,  with  dreadful  services 
and  infrastructure.  So  it's 
IK  it  sur])i-ising  that  the  World 


BARRY  may  get  Wurld  Bank  advice 


Bank,  whose  mission  is 
assist  the  poorest  nations  ( 
earth,  is  considering  wheth 
to  offer  to  help  out. 

The  Bank  could  send  i 
development  experts  to  a 
vise  Mayor  Marion  Barrj 
government,  says  a  bank  c 
ficial.  But  the  proposal  is  eo 
troversial  within  the  ban 
with  some  asking  why  tl 
capital  of  the  riche 
nation  on  eart 
needs  its  help.  Bar 
officials  fear  a  bad 
lash  fi*om  Congi'ess 
they  commit  scan 
resources  to  Wasl 
ington,  the  Worl 
Bank's  home.  City  o 
ficials  couldn't  I 
reached  for  commen 
Paul  Magnusso 
and  Owen  Ullmam 


We'll  deliver  your 


ASAP.  Un  ess. 


that's  too  soon. 


What  does  "urgent"  mean  to  you?  Does  it  mean  just 
getting  there  the  next  day?  Or  does  it  mean  getting 
there  on  the  next  flight?  At  UPS  we  understand  that 
different  people  have  different  definitions  of  the  word 
"urgent."  Which  is  why  we  have  an  array  of  express 
dehvery  options.  All  guaranteed.*  Across  the  U.S.  And 
with  UPS,  you  only  pay  for  the  distance  your  package 
actually  travels.  We  even  provide  immediate  tracking 
and  delivery  confirmation.  So  give  us  a  call 
at  1-800-PICK-UPS  or  access  us  on  the 
Internet  at  www.ups.com.  We'll  get  right  on  it 


ups 


MOVING  at  the  SPEED  of  BUSINESS: 


Guaranteed  overnight  delivery 
by  3:00  P.M  A  new  service  for 
your  demanding  deadlines. 


Guaranteed  overnight  delivery 
by  10:30  A.M.  For  your 
very  demanding  deadlines. 


8 


Guaranteed  overnight  delivery 

by  8:00  A.M.  For  your 
extremely  demanding  deadlines. 


pay  I 


For  the  fastest  possible  delivery 
we'll  put  your  package  on  the 

next  flight  out.  For  your 
downright  ridiculous  deadlines. 


*Call  for  guarantee  details.  'EJ1997  United  Parcel  Service  of  America,  Inc. 


Up  Front 


REALTY  CHECK 


WEDDING  RITES  FOR  REITs 


MERGER  FEVER  HAS  COME  TO 

real  estate  investment  trusts. 
With  REITS  hot  on  Wall 
Street,  volume  gi'ew  from  14 
deals  in  1991  to  76  in  199(i. 


For  1997's  fii'st  six  weeks, 
six  have  been  announced, 
with  many  more  iTimored 
on  the  way. 

Wliat's  more,  a  Jan.  21 
Internal  Revenue  SeTOce 
ruling,  made  after  a  re- 
view that  updated  old 
merger  regs,  should  in- 
crease the  pace.  The  rul- 
ing makes  it  less  cum- 
bersome for  REITS  to 
merge  through  tax-free 
stock  swaps,  says  Robert 
Willens  of  Lehman  Brothers. 
The  inling  will  aid  this  year's 
biggest  deal  so  far:  Equity 
Residential  Property's  plan  to 


acquire  Wellsford  Residential 
Property  Ti-ust  for  $620  mil- 
lion in  stock.  Equity,  con- 
trolled by  Chicago  investor 
Sam  Zell,  is  already  the 
largest  apartment  re  it.  The 
addition  of  Wellsford  will  bol- 
stei'  it  in  the  Southwest  and 
Pacific  Northwest. 

Apartment-REIT  mergers 
are  the  most  numerous,  ac- 
cording to  Alex.  Brown  ana- 
lyst Cathy  Creswell,  partly 
because  of  the  high  demand 
for  rentals  now.  Next  come 
shopping-center  reits,  even 
though  this  sector  still  suf- 
fers from  vacancy  problems, 
owing  to  overbuilding  in  the 
1980s.  In  last  year's  largest 
deal  ($1.5  billion  in  stock),  Si- 
mon Property  Group  com- 
bined with  DeBartolo  Realty 
to  form  the  nation's  biggest 
retail  REIT,  with  186  shopping 
centers  in  33  states.  □ 


NAME  GAMES 

REBEL  WITHOUT 
A  CONSENT  CUUSE 

.JAMES  DEAN  HAS  TRIUMPHED 

in  a  Korean  trademark  fight. 
At  least  the  late  actor's 
cousins  did.  Under  pressure 
from  the  Dean  family  and 
U.  S.  trade  officials,  the  Kore- 
an Industrial  Property  Office 
has  yanked  three  James 
Dean  trademark  registra- 
tions held  by  Joo-Byung  Jin, 
a  prominent  Korean  enter- 
tainer and  businessman. 
The  KIPO  inled  the  trade- 


marks invalid  on 
the  grounds  that 
the  brooding  1950s 
icon  had  no  asso- 
ciation with  fancy 
undemeai-  or  cow- 
boy hats — which 
Joo  sells  under 
the  Dean  brand  in 
his  Good  People 
stores.  Two  years 
ago,  the  KIPO  had 
bi-ushed  aside  the 
family's  complaint, 
saying  Dean  isn't  famous  in 
Korea,  so  there  was  no  in- 
fiingement.  The  earlier  inaling 
shocked  American  officials  be- 


DEAN:  Seoul  mate? 


cause  Joo's  James 
Dean  apparel  is 
wildly  popular  with 
Korean  consumers. 

The  lawyer  for 
the  Dean  heirs, 
Mark  Roesler,  has 
also  filed  a  court 
action  to  pry  an 
midetermined  sum 
in  royalties  from 
Joo.  Roesler  also 
is  suing  two  Ko- 
rean  department 
store  chains,  Hyundai  and 
Galleria,  seeking  to  stop 
them  from  selling  Dean  mer- 
chandise.  The   stores  say 


ENRICHED  sales! 

Rising  health  conscious- 
ness has  fanned  interesti 
in  nutrient-enhanced 
products,  such  as  Nabiscc 
calcium-added  HawaiianI 
Punch  or  General  Mills' 
Total.  Enthusiasm  peakel 
in  1994,  when  a  surfeit  ow 
new  products  appeared. 


they  will  keep  selling 
while  Joo,  who  could  not 
reached  for  comment,  a 
peals  the  ruling.  Roesli 
says  Joo  has  other  De; 
trademarks  he  will  ask  tl 
KIPO  to  revoke.  Dough 
Harbrecht  and  James  Li 


m  LAPTOP  COnPUTER^ 
15  LOCKED  UP  CAKJ 
YOU  HELP? 


REf^ETABEa  YOU  HAVE  TO 
HOLD  TT  UPSIDE  DOCOM 
AND  SHAKE  IT  TO 
REBOOT 

\  OH.  THAT'S 

RIGHT 


I  WOMDER  IF  HE'LL  EVER 
RE^L1^E  WE  GAVE  HI^\ 
AN  "ETCH- A -SKETCH  " 


COMIC  RELIEF 

THE  GREATEST 

WITH  DILBERT  APPROACHING 

its  eighth  anniversary  in 
April,  we  asked  Scott  Adams, 
creator  of  the  hit  comic, 


which  particular  sti'ip  has 
been  the  most  popular.  His 
answer:  the  Etch-A-Sketch 
number  (shown  here).  He 
can't  back  this  up  with  the 
empuncism  that  liis  computer- 
geek  hero  might  desire.  But 
Adams  observes  that,  during 
his  pubhc  appearances,  de- 


voted fans  almost  always  let 
him  know  what  then-  favorite 
Dilheti  is. 

The  success  of  Dilbert, 
which  is  now  syndicated  in 
1,400  newspapers,  turns  on 
its  lampooning  of  business 
cultiu'e.  Adams  has  even  cod- 
ified  a   Dilbert  Principle, 


which  he  has  made  into 
best-selling  book.  The  prim 
pie  is:  "The  most  ineffecti^] 
workers  are  systematical 
moved  to  the  place  whei 
they  can  do  the  least  dar 
age — management."  Than! 
to  this  rebel  spirit,  Adam 
comic  strips  decorate  myria 
cubicles  throughout  Corp( 
rate  America. 

To  the  cartoonist,  once 
cubicle  dweller  himself  at  P; 
cific  Bell,  the  r-eason  for  Etcl 
A-Sketch's  popularity  is  ths 
"it's  the  most  succinct  e? 
pression  of  the  Dilbert  Prii 
ciple."  Showing  the  boss  s 
a  witless  jerk,  he  says,  "give 
people  on  the  bottom  a  lot  ( 
satisfaction." 


FOOTNOTES  Share  of  small  businesses  (with  sales  of  $1  million  to  $50  million)  that  used  outsourcing  in  1996:  83%;  1993:  64% 
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Inhere 


web 

and  web 


solutions 

this  guxde  deals 


Interested  in  an  Internet  or  Intranet  solution  that  will  help  your  business  reach 
its  strategic  goals?  Talk  to  the  first  national  organization  dedicated  to  helping 
businesses  successfully  tap  the  power  of  the  Web  —  USWeb.  We  have  one  goal 
in  mind:  to  offer  businesses  like  yours  a  single  source  for  all  your  Web  needs. 
So,  from  architecture  planning  and  site  design  through  development,  hosting, 
maintenance  and  site  marketing,  you  can  rest  assured  we  have  the  flexibility 
required  to  create  a  customized  Web  solution  that  will  fit  your  business  needs. 
In  fact,  we've  already  put  our  expertise  to  work  for  companies  like  National 
eographic,  Northwestern  Mutual  Life,  Supermarkets.com  and  the  Vision  Council  of  America.  If  you're 
iterested  in  letting  us  put  our  experience  to  work  for  you,  call  1-888-USWEB-4n,  ext.  213,  or  visit  our 
te  at  www.usweb.com/site,  and  we'll  send  you  our  free  booklet  entitled  Justifying  the  Web  for  Your 
usiness.  That  is,  if  you're  interested  in  the  right  solution. 

USWEB. 


Call  I-888-USWEB-4II 
jxf.  213,  for  our  free  guide. 


OUTFITTERS   TO  THE   WORLD  WIDE  WEB™ 


997  USWeb  Corporation  USWeb  and  Outfitters  to  the  World  Wide  Web  are  trademarks  of  USWeb  Corporation  All  other  company  names  are  registered  trademarks  or  trademarks  of  their  respective  holders- 


NOW  YOU  CAN  GO  FROM  LOST 
TO  FOUND  AT  THE  SPEED  OF  LIGHT 


Introducing  Seville  STS  with  OnStar. 
A  satellite/cellular  communications  system  so  advanced,  it  giv 


you  power  no  BMW  or  Mercedes-Benz  can  match. 

You're  in  the  middle  of  nowliere  or  maybe  in  tlie  mnddle  of  Moniiatton.  And  you're  Ic 
In  ordinary  cars,  you  hove  to  start  loohing  at  maps  or  ashing  strangers  for  directic 
But  in  0  Seville  STS  with  the  OnStar  System,  you  just  press  a  single  button  on 
your  OnStar  cell  phone.  0^  OnStar  is  a  powerful  new  way  for 
you  to  take  control  of  your  destiny.  It  utilizes  a  unique 
mteractive  automotive  communication 
system  connected  to  Global 
Positioning 


Hiiliiilliiil 


Satellite  technolo 
And  It  provides  you  and  yc 
STS  with  speed-ofdight  access  to  secur 
and  information  that  no  BMW.  Mercedes-Benz  or  Lex 
even  offers.  OnStar  works  by  using  a  voice-activated  hanc 

free  cell  phone  linked  to  the  special  24-hour  OnStar  Center  There,  OnStar  advise 


satellites  to  quichly  find  you  and  direct  you  to  your  destination.  If  you 
your  f^eys  inside  the  car,  OnStar  can  electronically  unlock 
driver's  door  for  you.  It  can  iielp  guide  you  to 
-ourants.  hotels  or  service  stations, 
k  your  STS  if  it's  ever 
en.  And  send 


r  0  a  d  - 
ide  assistance  at 
your  request.  OnStar's  sophisti- 
cated technology  can  even  detect  if  your 
Seville's  air  bags  have  deployed  and  can  send  help  if  you 
need  it.         So  now.  in  addition  to  all  the  power  and  handling  of  the 
Northstar  System,  the  1997  Seville  STS  gives  you  a  choice  that  has  never  existed 

before:  Enjoy  the  exhilarating  speed  and  convenience 
of  satellite  technology  at  your  fingertips.  Or  drive 
if"^  somethinq  else.  .  .  and  be  lost  without  it. 


1  by  a  series  of  Global 
ing  Satellites  that  locate 
Hie  STS  at  your  request 


tai  's  uniqui  tle<.  Ironic  circuitry 
ce-activated  cell  phone  provide 
Instantaneous  direct  link 


Seville  STS 

THE  POWER  IS  YOURS, 


SEVILLE  STARTS  AT  ^39,995' 

'AVAILABLE  TO  ORDER  $44,995  MSRP  FOR 
SEVILLE  STS  AS  SHOWN  EXCLUDES  DESTINATION 
CHARGE  Tax,  license  and  optional  equipment  extra 


|SM|  Always  wear  safety  belts,  even  with  air  bags.  ^1997  CM  Corp.  All  rights  reserved.  Cadillac,  Seville,  Northstar,  OnStar,, 


to  an  adviser-'.tafled  round-the-cloch 
OnStar  Center  ready  to  assist  you  with 
directions,  information,  theft  detection/ 
tracking  and  emergency  service 
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WEBCASTING: 
A  FEW  TANGLES 


I  read  "Webcasting"  (Special  Report, 
Feb.  24)  with  great  interest.  The  ar- 
rival of  webcasting  raises  a  slew  of 
questions:  How  does  one  value  cafeteria- 
style  information  from  a  provider  that 
scans,  filters,  and  interprets  information 
according  to  its  own  priorities  and  in- 
terests? When  content  is  delivei-ed  with- 
out knowledge  of  context,  is  it  infonna- 
tion  or  junk?  How  much  should  one 
reveal  to  get  customized  infonnation? 

We  live  in  a  society  in  which  statistics 
related  to  our  living,  eating,  and  travel- 
ing are  monitored  by  marketers  tiying 
to  customize  the  deliveiy  of  theii-  wares. 
How  comfortable  should  coiporate  man- 
agers and  decision-makers  be  in  handing 
their  personal  profiles  to  third  parties? 

Yogesh  Malhotra 
Pittsburgh 


BusinessWeek 


■ SwHnipet)  by  iiiromwtion  on  tlie  Web? 
A  itpw  tcrhno)o^  tindt)  and  ilCliven 
news  {liT  iMu,  U  iilso  helpA  comiiaiiiei 
ivafli  worken  aiul  amduct  biisincsc  online. 
Call  ii  bMndcasiiiig,  liilfiir>ei-style.  Cull  11  ...^j 


PRIVATE  LIVES 

"How  comfortable 
should  corporate 
managers  and  decision 
makers  be  in  handing 
their  personal  profiles 
to  third  parties?" 


PointCast  has  been  on  my  screen  for 
more  than  six  months  now.  As  yoiu'  re- 
port correctly  points  out,  it  works  best 
in  a  corporate  environment  with  a  con- 
tinuous network  connection.  Even  so, 
there  are  problems. 

For  example,  the  use  of  the  option 
that  generates  random  automatic  up- 
dates by  PointCast  can  slow  your  com- 
puter significantly  when  you  are  in  the 
middle  of  other  progi'ams,  such  as  word 
processing,  spreadsheet,  or  presentation 
software. 

In  addition,  the  content  is  a  disk 
hog.  Even  with  only  a  limited  selec- 
tion of  channels,  PointCast  takes  up  as 
much  as  24  megabytes  on  my  hard 
drive.  Lastly,  the  continually  refreshed 


CORRECTIONS  &  CURIFICATIONS 

A  photo  caption  accompanying  "For  Asia 
bad  banks,  it's  pay-up  time"  (Finance,  Fe 
24)  erroneously  said  that  Thailand's  Som 
prasong  Land  plc  defaulted  on  $80  biliioi 
in  Eurobonds.  The  correct  figure,  as  note 
in  the  text  of  the  article,  is  $80  million. 


PointCast  Screensaver  is  hard  on  t 
disk  drive. 

So  while  your  report  is  quite  enar 
ored  of  webcasting  as  an  example 
"push"  technology,  I  prefer  customiz( 
content  at  the  click  of  a  mouse. 

Jack  Nargimdk; 
San  Diej 

While  webcasting  offers  a  wide 
lection  of  ad-supported  "channels, 
generally  follows  the  conventional 
ble-TV  model.  Ti'ue  brea 
throughs  will  occur  on 
when  viewers  and  adve 
tisers  are  matched  for  cla 
sified  ads  and  want  ad 
Then,  advertisers  can  tui 
from  generic  messages  1 
timely  and  custom  pitche 
knowing  their  money  wi 
be  spent  on  targeted  aud 
ences. 

The  feasibility  of  balan^ 
ing  the  push-pull  dynami 
of  the  Information  Age  is  indeed  th 
unicjue  and  defuiing  featui'e  of  the  We 
James  K, 
Professor  of  Informatii 
&  Decision  Scienc( 
University  of  Illino: 
Chicag 


h 

,ic  P 


Webcasting  is  not  about  "push"  tecl 
nologies.  Just  go  to  pages  such 
www.audionet.com,  and  hear  the  tru 
webcast  of  radio  stations,  breakin 
news,  sporting  events,  concerts,  an 
more  to  the  point,  business  events. 

Webcasting  allows  companies  to  us 
the  Internet  as  a  broadcast  mediun 
Many  companies  are  using  AudioNe 
to  broadcast  shareholder  meeting! 


Business  Week 

A  Division  III  rlicMcGraii'-HilU  jiiiipiiinc^ 


MARCH  17,  1997  (ISSN  0007-7135)*  **  3518 

I'uMishwl  wccklv.  .■«-c|it  for  „nc  l^^Llt■  in  Jiimiarv.  hv  The  Mii;i,i  v-Hill 
<  "i.i|..iin.-,  \nr  Fnun,l,-r.  .li,m,-~  H  Mil ;r:nv  I  lHiai-104SI. 
l-J\i-LUlivr,  Kilitnn.il,  CimiLiti.,.!,  ,mil  A.lvi-ilisiri);  I rffiiv.s  Tlw  MrCi.ivv- 
HllH•.lml.:u.lc•^  Kuililinn.  1^:21  Av.'nui'  cil  llu-  Am,'ni-as.  Npw  York.  N  Y, 
111(1211,  Ti-li-|ilu.nf:  Jl^-.M^-ilKIO,  TiJc-x:  Duiiu-stK'  127l):aj,  Intl.  2:!l)(llL'7li:;'.J 
r.S.  sul)scn|iliiin  rail-  .54!I.M.'i  pi-r  yeai  ,  2  ycaiv,  .$7il.!l.'>; year  s,  .$!W.;f,, 
Single  copies,  ^'>St(K  bac-k  issues,  $,5.  Write  for  rates  in  other  countries, 
Sut)scl-iber  Services;  l-X0n-Ki,i-12llll.  TDD:  l-K(lll-.''iri4-157H 
Postmaster:  Semi  aildre.ss  chances  to  BUSINESS  WEEK,  P.O.  Box  4:llJ, 
Hij;htslci\vn.  .\  J.  Il«.i2l).  Penodicals  postage  paid  at  New  York,  N.Y,.  and 
;it  adilitional  mailing  offices.  Postage  paid  at  Montreal.  P.Q.  Canada  Post 
liitenMtion:il  Pul.liciitions  Mail  Product  Sales  Agi-eement  No.  24(MX1. 


Registered  for  GST  a.s  The  McGraw-Hill  Companies,  Inc.  GST  #R12:M756' 
Copyright  l!f!(7  by  The  McGraw-Hill  Companies,  Inc.  All  rights  reserved. ' 
tie  registered  in  U.S.  Patent  Office.  European  Circulation  C.enter,  McGra 
Hill  House,  Maidenhead,  Berks,  England  Telephone:  01(j28-234;il;  Telex: 8486 


nflicen*  of  The  McCraw-HiU  Com|)anies,  In 
;.nd  Chief  Executive  Officer:  H;u-old  W.  Mc 
0|.eratini;  OITirer;  Kenn.'lh  M  Vittor.  Sen 
Counsel,  KolirrI  .1  Haliash.  Executive  Vici 
Oflicer.  Frank  1)  I'l^niilase,  Senior  Vice  P: 


:  Joseph  L.  Dionne.  Chainni 
o-iiw.  III,  President  and  Chi 
ir  Vice  President  and  Genei 
President  and  Chief  Finani 
esident.  Treasui*y  Operatic 


Michael  K.  Hehir,  President,  Information  Semces  Group. 

PHOTOCOPY  PERMISSION;  Where  necessary,  permission  is  granU 
liy  the  copynght  owner  for  those  registered  with  the  Copyright  Clearan 
Center  iCCCl.  21>L'  1;..-.  «o,»l  llnve,  Danvers,  MA  Olfrii,  to  photocopy  ai 
article  herein  for  1  lie  tl.it  lee  of  %l.SO  per  copy  of  each  article.  Send  pa; 
inent  to  the  CfC.  Copying  for  other  than  personal  or  internal  referent 
use  without  express  pei-mission  of  The  McGraw-Kill  C'ompanies,  Inc. 
prohibited.  Address  requests  for  customized  bulk  reprints  to  Busine^ 
Week  Reprints,  P.O.  Box  457,  Hightstown,  N  J.  08520,  or  call  fmi)-)26-M9 
ISSN  0(lll7-7l:i,Vi«;/$:i..';il  PRINTED  IN  THE  U.S. 


four  next  assignment  could 
ake  you  from  just  about 
nywhere  in  the  U.S.  to  just 
bout  anyw here  in  the  world. 


o  can  we. 


the  U.S.,  thanks  to  our  global  alliance 
with  United  Airlines.  Add  to  that 
our  far-reaching  partnerships 
with  Air  Canada,  SAS,  Thai  Airways, 
nd  our  other  partner  airlines,  and 
ou  have  the  greatest  alliance 
system  around  the  globe.  Plus, 
you  can  earn  or  redeem  miles  in 
either  Lufthansa  Miles  &  Moret 
United  Mileage  Plus*^  or  the 
frequent  flyer  programs  of  our 
other  partners,  literally  all  over 
the  world.  In  other  words,  we 
make  it  easy  to  get  from  just 
about  anywhere  here  to  just 
about  anywhere  there.    >       '  ' 


Lufthansa 


http://www.lufthansa-usa.com 


Wanna  play  a  game? 
How  did  Nintendo  launch  the  first 
64-bit  video  game  system... 


For  a  chance  to  win  a  Nintendo  64  game  system,  visit  wwvv.as400.ibm.com/nintendo. 

Mario.  Nintendo  64  and  the  Mano  chatacler  are  Iradennarks  ol  Nmlendo  ol  America  Inc  Mario  characler  ©  1997  Nintendo  ol  America  Inc 
IBM  and  AS/400  are  registered  trademarks  and  Solutions  lor  a  small  planet  is  a  trademark  ol  IBM  Corporation  All  other  company  and/or 
product  names  are  trademarks  or  registered  trademarks  ol  tfieir  respective  companies  ©  1997  IBM  Corporation 


and  ship  over  350,000 
units  in  record  time? 


AS/400 "  Adva  lu  cd  Series 

64-bit  teehnoloi^y 
helped  Nintendo  with  one 
of  the  most  suceessful  launches 
in  video  game  history. 

Nintcmh  created  ihe  i^iiUeiulo  61' 
systeni-the  (l  i-hit  video  game  iiiaclune 
with  mind-bending  3D  graphics  that  make 
Jar  an  aivesome playing  experience. 

Anticipating  huge  product  deuKuul, 
Nintendo  of  America  hic  upgnuh'd 
its  automated  distribution  facility  to 
AS/400  Advanced  Series  ivith  O  l-bit 
RISC  technologY-    hich  orchestrated 
the  retrieval,  packing,  shipping  and 
verification  fjr  <dl  orders,  ind  made  it 
possible  for  Nintendo  of  America  to  ship 
over  350,000  units  of  the  system  to 
their  retailers  in  record  time. 

Howard  Ringoen.  I  R  of  hifmnation 
Services  for  Nintendo  of  imerica,  says. 
"Every  day  Ibet  our  business  on  ,iS/400. 
Mcmyivords  come  to  mind -leading  edge, 
mission  critical,  open  system,  reliability, 
cost  elective,  and  most  of  all.  competitive 
cuhfmtage.'  Or  as  IVhu  io  woidd  say, 
"\daHO0!  )aaHAA!" 

To  fnid  out  ho)v  AS/U)0  Idvcmced 
Series  can  help  your  business  n  in.  call 
]H00lBM-246H.ext.  RVIll. 


Solutions  for  a  small  planet' 


Books 


quarterly-earnings  conference  calls, 
product  introductions,  and  training 
classes. 

Mark  Cuban 
President 
AudioNet 
Dallas 

CREDIT  UNIONS  AREN'T 

LOOKING  FOR  HANDOUTS  

The  American  Bankers  Assn.'s 
Donald  Ogilvie  is  off  base  when  he 
nominates  credit  unions  for  the  corpo- 
rate welfare  hit  list  (Readers  Report, 
Mar.  3). 

People  of  modest  means  who  belong 
to  credit  unions  provide  capital  to  help 
those  still  striving  for  a  bigger  slice  of 
the  pie.  People  helping  people  through 
cooperative  arrangements  does  not 
make  credit  unions  corporate  welfare 
bums.  Credit  unions  are  not  seeking 
special  privileges  from  the  government. 

Robert  Wayne 
Manager  Emeritus 
Merced  School  Employees 
Federal  Credit  Union 
Merced,  Calif. 


FINDING  US  ONLINE 


The  full  text  of  Business  Week,  the  Business  Week 
Daily  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at: 
www.businessweek.com 

and  on  America  Online  at  Keyword:  BW. 
To  sign  up  for  BW  on  AOL,  call  (800)  641-4848 
and  mention  Business  Week, 


Shopping  for  computer  equipment'  Visit  Maven,  our 
online  Computer  Buying  Guide,  for  continuously 
updated  ratings  and  price  information. 
Go  to  Keyword:  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at: 
www.maven.businessweek.com 


HOW  TO  REACH  BUSINESS  WEEK 

LETTERS  FOR  READERS  REPORT 

All  letters  must  include  an  address  and  daytime  and 

evening  phone  numbers  We  reserve  the  right  to  edit 

letters  for  clarity  and  space  and  to  use  them  in  all 

electronic  and  print  editions. 

Mail:  Business  Week,  1221  Avenue  of  the  Americas, 

39th  floor,  New  York,  NY  10020 

Fax:  (212)  512-6458 

Internet:  bwreader@mgh  com 

America  Online:  readersbw 

SUBSCRIBER  SERVICES 

for  individual  subscriptions,  corporate  subscriptions, 

renewals,  changes  or  problems,  and  single  copies. 

Phone: (800)  635-1200  or  (609)  426-7500 

Fax:  (609)  426-7623. 

Internet  bwhelp@mcgraw-hill.com 

COPYRIGHT  PERMISSIONS 

Boi'jre  quoting  or  reproducing  editorial  material. 
Phone  (212)  512-4801 
Fax:  (212)  512-4938 


RESURRECTION 

The  Struggle  for  a  New  Russia 

By  David  Remnick 

Random  House  •  398pp  •  $25.95 


HOW  RUSSIA  IS  CLEARING 
AWAY  THE  RUBBLE 


David  Remnick  calls  his  second 
book  about  Russia  Resurrection. 
A  more  apt  title  might  have 
been  Voices  of  Russia.  For,  as  he  sets 
out  to  describe  "the  straggle  for  a  defi- 
nition of  the  new  Russian  state,"  Rem- 
nick lets  political  and  business  insiders 
explain  what's  happening  in  their  own 
words.  It's  a  technique  the  author  em- 
ployed to  advantage  in  his  earlier  ef- 
fort, Lenin  s  Tomb:  The  Last  Days  of 
the  Soviet  E»ipire,  which  won  a  1994 
Pulitzer  Prize. 

Beyond  the  painful  tran- 
sition and  current  chaos, 
Remnick  sees  a  bright 
future.  "The  Russian 
prospect  over  the  coming 
years  and  decades  is  more 
promising  than  ever  before 
in  its  history,"  he  says. 
"Russia  has  entered  the 
world,  and  everything, 
even  fi'eedom,  even  happi- 
ness, is  now  possible." 

But  it  takes  Russian  in- 
sight to  understand  many 
of  the  current  events.  So, 
through  the  author's  tape  recorder,  we 
hear  Sergei  Stankevich,  a  political  ad- 
viser to  President  Boris  Yeltsin,  ex- 
plain why  Russians  will  carve  out  a 
"third  way"  of  development,  neither 
capitalist  nor  socialist.  Human  rights 
activist  Sergei  Kovalyov  describes  why 
many  Russians  vote  for  nationalists 
such  as  Vladimir  Zhirinovsky:  "We  are 
a  Third  World  country,  and  everybody 
knows  it . . .  and  so  they  try  to  imagine 
a  gi-eat  past  and  make  of  it  a  new  pol- 
itics." Zhirinovsky,  whose  Liberal  De- 
mocratic Party  hit  its  peak  in  the  De- 
cember, 1993,  parliamentary  elections, 
complains  that  ex-(jeneral  Alexander 
Lebed  "stole  my  act,  and  he  stole  my 
votes."  Yeltsin  campaign  workers  nar- 
rate how,  during  the  199(5  presidential 
election,  the  Yeltsin  team  funneled 


money  to  Lebed  to  draw  votes  awal 
from  Communist  candidate  Gennad 
Zyuganov. 

But  Remnick,  a  staff  writer  at  TJi 
New  Yorker,  doesn't  just  spill  his  tajJ 
transcripts  into  the  book.  He  capture 
the  speakers'  personalities  with  vivi 
descriptions.  Anatoly  Lukyanov, 
leader  of  the  failed  coup  of  1991  wW 
won  a  seat  in  Parliament  after  he  wa 
released  from  prison,  "gi-eeted  me  tH 
way  a  fighter  greets  his  opponent  i 
the  center  of  the  ring.  He  thrust  ou 
his  chest  and  stared  hard 
Radical  reformer  Yego 
Gaidar  "came  across  o: 
television  as  the  over 
fed  academic,  the  coc 
technocrat." 

Remnick's  eye  for  deta: 
and  descriptive  power 
would  be  the  envy  of  an; 
witer.  At  Moscow's  Coin 
mercial  Club,  where  he  i 
staking  out  banker  and  me 
dia  mogul  Vladimir  Gusir 
sky,  Remnick  watches  th 
nouveaux  riches  at  plaj 
"Near  the  diinks  table,  a  very  rich  mai 
stood  with  his  very  tall,  very  younj 
girlfriend,  saying  nothing.  She  wore  ; 
skirt  not  much  wider  than  a  belt  am 
smoked  a  cigarette  that  looked  like 
needle.  She  seemed  cubist  and  danger 
ous:  dominatrix  of  the  duty-ft"ee  shop 
ping  binge.  No  one  bothered  to  stare." 

It  was  this  gift  for  eyewitness  narra 
five  that  made  Lenin's  Tomb  a  best 
seller  And  it  makes  this  book  a  goo 
read,  even  though  Resurrectian  is  not  ai 
vivid  or  giipping  as  the  previous  vol 
ume.  Granted,  Russian  history  fron 
1992  to  1996,  the  period  he  wiites  about 
here,  is  not  as  dramatic  as  was  the  199 
collapse  of  the  Soviet  Union. 

There's  also  a  lack  of  immediacy,  be 
cause  Remnick  hasn't  lived  in  Russi: 
for  the  past  five  years.  He  spends  toe 


RUSSIA'S  FUTURE  SEEMS  HIGHLY 
PROMISING,  REMNICK  BELIEVES 
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Soon  after  you  stop  taking  SPORANOX,  you  may  notice  that  the  new  na3  growing  in  appeors  normal 
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So  now  you  can  join  others  who  gave  thick,  yellowing,  brittle  nails  the  boot,  and  start  growing  fresh,  new  noikl 
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AND  GET  YOUR  FREE  SPORANOX  ''KICK-IT  KIT/' 
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tolerated  in  patients.  In  clinical  trials  involving  patients  with  thick,  hari  yellowish, 
and/or  brittle  nails  (onychomycosis),  the  following  adverse  effects  led  to  either  a 
temporary  or  a  permanent  discontinuation  of  treatment:  elevated  liver  enzymes 
(4%),  gastrointestinol  disorders  (4%),  and  rash  (3%).  WARNING: 
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(Hismanal®),  cisapride  (Propulsid®),  or  oral  triazolam  (Haidon®).  In  rare 
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if  you  feel  unusually  tired  or  sick  to  your  stomach,  have  fiulike 
symptoms,  or  notice  that  your  skin  is  yellowish,  or  if  you  have 
dark  urine  or  pale  stools,  stop  taking  SPORANOX  and  notify 
your  doctor  immediately.  If  you're  pregnant  or  considering 
pregnancy,  you  should  not  take  SPORANOX.  Take 
SPORANOX  only  as  directed  by  your  doctor,  and  report 
any  adverse  effects  to  your  doctor  as  soon  os  poss3)le. 


world  leader  in  antifungal  research 
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WARNING:  Coadmmistration  ot  terfenadine  with  itraconazole  is  contraindicated,  Senous  cardiovascular  adverse  events,  including 
death,  ventricular  tachycardia,  and  torsades  de  pointes  have  occurred  in  patients  taking  itraconazole  concomitantly  with 
terlenadme  Tliis  is  due  to  elevated  terfenadine  concentrations  caused  bv  itraconazole.  See  CONTRAINDICATIONS,  WARNINGS, 
and  PRECAUTIONS  sections 

Another  oral  azole  antitungal,  ketoconazole,  inhibits  the  metabolism  ot  astemizole,  resulting  in  elevated  plasma  concentrations  of 
astemizole  and  its  active  metabolite  desmethvlastemizole,  which  mav  prolong  QT  intervals  Based  on  results  oi  an  m  vitro  studv  and 
the  chemical  resemblance  ot  itraconazole  and  ketoconazole.  coadministration  of  astemizole  and  itraconazole  is  contraindicated  See 
CONTRAINDICATIONS,  WARNINGS,  and  PRECAUTIONS  sections. 

Cnddministration  ot  cisapride  with  itraconazole  is  contraindicated  Serious  cardiovascular  adverse  events  includmg  death, 
ventncuiar  tachycardia,  and  torsadts  de  ptuntes  have  occurred  in  patients  taking  itraconazole  concomitantly  with  cisapride  See 
CONIRAINDICATIONS,  WARNINGS,  and  PRECALTIONS  sections 


INDICATIONS  AND  USAGE 

SPORANOX  (itraconazole  capsules)  is  indicated  tor  the  treatment  ot  the  tollowing  fungal  infections  in  immunocompromised  and  non- 
immunotompromhed  patients. 

1  Blasiomvcosis,  pulmonary  and  extrapulmonary, 

2  Histoplasmosis,  including  chronic  ca\  itan'  pulmonary  disease  and  disseminated,  non-meningea!  histoplasmosis, 

'I  AspergiDoMs,  pulmonary  and  extrapulmonary,  in  patients  who  are  intolerant  ot  or  who  are  refractory  to  amphotericm  B  therapy,  and 
4  Onvchomvcosis  due  In  dermatophytes  (tinea  unguium)  of  the  toenail  with  or  without  fingernail  irvoKement. 
CONTRAINDICATIONS 

Coadministratiitn  ot  terlenadme,  astemizole  or  cisapride  with  SPORANOX  (itraconazole  capsules)  is  contraindicated  (See  BOX  WARNING, 
WARNINGS,  and  PRECAUTIONS  sections ) 

Concomitant  admmistration  ot  SPORANOX  with  oral  tnazolam  or  with  oral  midazolam  is  contraindicated.  (See  PRECAUTIONS  section ) 
SPORANOX  should  not  be  administered  for  the  treatment  of  cmychomycosis  to  pregnant  patients  or  to  women  contemplating  pregnancy. 
SPORANOX  is  contraindicated  m  patients  who  have  shown  hypersensitivity  lo  the  drug  or  its  excipients  There  is  no  mtormation  regarding  aoss 
hvpersensitivitv  between  itraconazole  and  other  azoie  antifungal  agents,  taution  should  be  used  in  prescribing  SPORANOX  to  patients  with 
hypersensitivity  to  other  azotes 
WARNINGS 

In  U  S  clinical  tnals  pnor  to  marketing,  there  have  been  three  cases  of  reversible  idiosyncratic  hepatitis  reported  among  more  than  2300  patients 
taking  SPORANOX  (itraconazole  capsules)  One  patient  outside  the  U.S  developed  tulminant  hepatitis  and  clied  during  SPORANOX 
administration  Since  this  patient  was  on  multiple  medications,  the  causal  association  with  SPORANOX  is  uncertain  It  clinical  signs  and 
symptoms  consistent  with  hver  disease  develop  that  mav  be  attributable  to  itraconazole,  SPOR.A\0\  should  be  discontinued 
Prior  to  1 S  marketing,  there  have  been  three  cases  of  lile-threatening  cardiac  dysrhythmias  and  ore  death  reported  in  patients  receiving 
terlenadme  and  itraconazole  (See  BOX  WARNING,  CONTRAINDICATIONS,  and  PRECAUTIONS  sections ) 

Coadministration  of  astemizole  with  SPORANOX  is  omtramdicated.  (See  BOX  WARNING,  CONTRAINDICATIONS,  and  PRECAUTIONS 
sections ) 

Concomitant  administration  of  oral  keti)Ciinazole  with  nMpnde  has  resulted  in  markedly  eleyaled  cisapride  plasma  cimcentrations,  pmlonged 
QT  intervals,  und  has  rarely  bc-en  associated  with  ventncuiar  arrhythmias  and  torsades  de  pointes.  Due  to  potent  in  I'llro  inhibition  ot  the  hepatic 
enzyme  system  mainly  responsible  tor  the  metabolism  ot  cisapnde  (cytochrome  P43lt  3A4),  itraconazole  is  also  expected  to  markedly  raise 
cisapride  plasma  concentrations,  therefore,  concomitant  use  ot  cisapride  with  SPORANOX  is  contraindicated  (See  BOX  WARNING, 
CONTRAINDICATIONS,  and  PRECAUTIONS  sections ) 
PRECAUTIONS 

Ci''i(wl  fJepatic  enzyme  test  values  should  be  monitored  in  patients  with  preexisting  hepatic  hinction  abnormalities.  Hepatic  enzyme  test  values 
should  be  monitored  pernKJically  in  all  pahents  receiving  continuous  treatment  for  more  than  one  month  or  at  any  hme  a  patient  develops  signs 
or  symptoms  suggestive  ot  liver  dysfunction 

SPORANOX  (itraconazole  capsules)  should  be  administered  after  a  hill  meal 

Under  fasted  conditions,  itraconazole  absorphon  was  decreased  in  the  presence  ot  decreased  gastric  aaditv  The  absorption  of  itraconazole  may 
be  deceased  with  the  concumilant  administration  ot  antacids  or  gastnc  aad  secretion  suppress^l^  Studies  conductea  under  fasted  conditions 
demonstrated  that  administration  with  H  ounces  ot  a  cola  beverage  resulted  in  increased  absorption  ot  itraconazole  m  AIDS  patients  with  relative 
or  absolute  achlorhvdna  This  increase  relative  to  the  etiects  ot  a  full  meal  is  unknown 
InK^mntm  tor  pifii'iiN  Patients  shuuld  be  mstructed  to  take  SPORANOX  with  a  full  meal 

Patients  should  be  mstructed  to  repiirt  any  signs  and  symptoms  that  mav  suggest  liver  dysfunction  so  that  the  appropriate  laboratory  testing  can 
be  done  Such  signs  and  symptoms  may  include  unusual  fatigue,  anorexia,  nausea  and  /or  vomiting,  |aundice,  dark  urine  or  pale  stool, 
Drii^  iiifi'fiiifii'ih  Both  itraconazole  and  its  mapr  metabolite,  hvdroxyitraconazole,  are  inhibitors  ot  the  cytochrome  P43t)  3A4  enzyme  system. 
Coadmmisttahon  of  STORANOX  and  drugs  pnmanlv  metabohzed  by  the  cytochrome  P450  3A4  enzvme  system  mav  result  in  inaeased  plasma 
concentrations  of  the  drugs  that  could  increase  or  prolong  both  therapeutic  and  adverse  effects.  Therefore,  unless  otherwise  speahed,  appropnate 
dosage  ad)ustments  may  be  necessary 

Coadministration  ot  terlenadme  with  SPORANOX  has  led  lo  elevated  plasma  concentrations  ot  terlenadine,  resulting  m  rare  instances  ot  life 
threatening  cardiac  dvsrhvthmiasandonedeath  (Scr  BOX  WARNING  CONTRAINDICATIONS  and  WAIIMNGS  sections.) 
Another  oral  azole  antihingal,  ketoconazole,  inhibits  the  metabolism  of  astemizole,  n^'Ultmg  in  elevated  plasma  concenlratiims  of  astemizole  and 
its  active  metabolite  desmethvlastemizole  which  may  prolong  QT  intervals  In  i'ltro  data  suggest  that  itraconazole,  when  compared  to 
ketoconazole,  bas  a  less  prtmounctxl  etteci  on  the  biotransformation  svstem  responsible  tor  the  metabolism  of  astemizole  Based  on  the  chemical 
resemblance  of  itracimazole  and  ketoconazole,  coadministration  ot'astemizole  with  itraconazole  is  contraindicated  (See  BOX  WARNING, 
CONTRAINDICATIONS  and  WARNINGS  st^-tions ) 

Human  pharmacokinetics  data  indicate  that  oral  ketoconazole  potently  inhibits  the  metabolism  ot  cisapnde  resulting  m  an  eight-fold  maease  in 
the  mean  AUC  ot  asapnde  Data  suggc^t  that  coadministration  ot  oral  ketoconazole  and  asapnde  can  result  in  prolongation  of  the  QT  intery^al  on 
the  ECG  hi  .  if'c  data  suggest  that  itraum.izole  also  markedly  inhibits  the  biotranstormahun  system  mainly  resptmsible  tor  the  metabolism  of 
cisapride,  therefore  concomitant  administration  ot  SPORANOX  with  cisapride  is  contraindicated  (See  BOX  WARNING, 
CONTRAINDICATIONS,  and  WARNlNGSsections.) 

Coadministration  ot  SPt^RANOX  with  oral  midazolam  or  niazolam  has  resulted  in  elevatal  plasma  concentrations  ot  the  latter  two  drugs  This 
may  potentiate  and  prolong  hypnotic  and  sedative  ellects  These  agents  should  not  beuseci  m  patients  treated  with  SPORANOX  It  midazolam  is 
admmistered  parenterailv,  speoal  precauticm  is  ret]uired  since  the  sc-dative  effect  mav  be  prolonged  (See  CONTRAINDICATIONS  section ) 
Coadministration  ot  SPORANOX  and  cyclosponne,  tacrolimus  or  digoxin  has  led  to  increased  plasma  concentrations  ot  the  latter  thrc^  drugs 
Cvdosponne,  lacrolimusand  digoxm  concentrations  should  be  monitored  at  the  initiation  ot  SPORANOX  therapy  and  frequently  therealter,  and 
the  dose  ot  these  three  drug  products  adfu-^ted  appropriately 

There  have  been  rare  reports  ot  rhabdomyoiysis  involving  renal  transplant  patients  receiving  the  combination  ot  SPOR.'^NOX,  cvdosponne,  and 
the  HMG'CoA  reductase  inhibitors  lovasiatin  or  simvastatin  Rhaboomvolvsis  has  been  observed  in  patients  receiving  HMC-CoA  reductase 
inhibitors  administered  alone  (at  recommended  dosag^^)  or  concomitantly  with  immunosuppressiv  e  dnigs  mcludmg  cvdosponne 
When  SPORANOX  was  coadministered  with  phenvtoin,  rifampin,  or  H.  antagcmists,  n-duced  plasma  concentralKms  of  itraconazole  were 
reported  The  phvsiaan  is  advised  to  monitor  the  plasma  concentrations  of  itraconazolt^when  any  ot  these  drugs  is  taken  concurrently,  and  to 
increase  the  dose  ot  SPORANOX  it  necessary.  Although  no  studies  have  been  conducted,  concomitant  administration  ot  SPORANOX  and 
phenvtoin  mav  alter  the  metabolism  ot  phenvtoin,  therelore,  plasma  concentrations  of  phenvtoin  should  aKo  be  monitored  when  it  is  given 
concurrently  with  SPORANOX 

It  has  been  reptrted  that  SPORANOX  enhances  the  anticoagulant  effect  ot  coumarin-like  dnigs  Therefore,  prothrombin  time  should  be  carehilly 
monitored  in  patients  receiving  SPORANOX  and  coumann-like  dnigs  simultaneously 

Plasma  concentrations  of  azole  antifungal  agents  are  reduceci  when  given  conrunentlv  with  isoniazid  Itraconazole  plasma  concentrahons  should 
be  monitoreii  when  SPORANOX  and  isoniazid  are  coadministered 

Severe  hypoglycemia  has  been  reported  m  patients  concomitantly  receiving  azole  antifungal  agents  and  oral  hypoglycemic  agents  Bloixj  glucose 

concentrations  should  becarehilly  monitored  when  SPORANOX  and  oral  hypoglycemic  agents  are  coadministered. 

Tinnitus  and  decreased  hearing  have  been  reported  in  patients  concomitantly  recemng  SPC^R/^NC1X  and  c]uinidine.  Edema  has  ba'n  reported  in 

patients  concomitantly  receiving  SPORANOX  and  dihvdropvndine  calcium  channel  blcKkers  Appropriate  dosage  adjustments  may  be  necessary 

The  results  from  a  study  in  which  eight  HlV-intected  individuals  were  treated  with  zidovudine,  H  i  11,4  mg/kg/day,  showed  that  ttie 

pharmacokinetics  of  zidovudme  were  not  affected  dunng  concomitant  administration  ot  SPORANOX,  IDO  mg  b  i  d 

Qin  fiiL>^'(W^fs,  .Mfffu^^fiifsis  mi  hifmrmnii  oj  fertihly  Itraconazole  showed  no  evidence  ol  carcinogenicity  potential  in  mice  treated  orallv  for 

2"^  months  at  dosage  levels  up  to  W  mg/kg/dav  lapproximateK  lllx  the  maximum  recommended  human  dose  (MRHD)]  Male  rats  treated  with 

?i  mg/kji/dav  (VK  MRHDI  had  a  slightly  increased  incidence  ot  soft  tissue  sarcoma  These  sarcomas  mav  have  been  a  consec|uence  ol 

^vn.T;'holester(ilemia.  which  is  a  responsf  ol  rats,  but  not  dogs  or  humans,  to  chronic  itraconazole  administration  Female  rat.  treated  with 


30  mg/kg/day  (6.25x  MRfHD)  had  an  increased  inridence  of  squamous  cell  carnnoma  of  the  lung  (2/50)  as  compared  to  the  untreati 
Although  the  occurrence  ot  sc^uamous  cell  caranoma  in  the  lung  is  extremely  uncommon  in  untreated  rats,  the  increase  in  this  studj 
statistically  signihcant. 

Itraconazole  produced  no  mutagenic  effects  when  assayed  in  appropnate  bactenal,  non-mammalian  and  mammalian  test  svstems. 
Itraconazole  did  not  affect  the  terhlitv  of  male  or  temale  rats  treated  orally  with  dosage  levels  ot  up  to  40  mg/kg/day  (5x  MRHD)  eveij]  [11 
parental  toxicity  was  present  at  this  dosage  level  More  severe  signs  of  parental  toxiaty,  induding  death,  were  present  in  the  next  highi 
level,  lf)0  mg/kg/day  (20x  MRHD). 

Pnpim^.  Teratoeenic  Effects.  Pregnancy  Category  C:  Itraconazole  was  found  to  cause  a  dose-related  increase  in  maternal 
embryotoxicity  ana  teratogeniaty  in  rats  at  dosage  levels  of  approximately  40-160  mg/kg/day  (>20x  MRHD)  and  m  mice  at  dosage 
approximately  80  mg/kg/day  d'Ox  MRHD).  In  rats,  the  teratogenicity  consisted  of  major  skeletal  defects;  in  mice  it  consisted  of  encep 
and/or  maaoglossia. 

There  are  no  studies  in  pregnant  women.  SPORANOX  should  be  used  for  the  treatment  of  systemic  fungal  infections  in  pregnancy  oi 
beneht  outweighs  the  potential  nsk.  SPORANOX  should  not  be  admmistered  tor  the  treatment  of  onvcnomycosis  to  pregnant  patie 
women  contemplating  pregnancy.  SPORANOX  should  not  be  administered  to  women  of  child-bearing  potential  tor  the  treai 
onychomycosis  unless  they  are  taking  effective  measures  to  prevent  pregnancy  and  the  patient  begins  therapy  on  the  second  or  third  d 
next  normal  menstrual  period  Effective  contraception  should  be  continued  throughout  SPORANOX  therapy  and  for  2  months ' 
treatment, 

Nmii^  Mothers:  Itraconazole  is  exceted  in  human  milk,  therefore,  SPORANOX  should  not  be  administered  to  nursing  women, 
Pt'ihn!rii  Usf  The  ethcacv  and  safety  of  SPORANOX  have  not  been  estabhshed  m  pediatnc  patients.  No  phannacokinetic  data  are  avi 
children  A  small  number  ol  patients  age  3  to  16  years  have  been  treated  with  100  mg/dav  ol  itraconazole  tor  systemic  fungal  mfection  iDi' 
senous  unexpeded  adverse  effects  have  been  reported. 

In  three  toxicology  studies  usmg  rats,  itraconazole  induced  bone  defects  at  dosage  levels  as  low  as  20  mg/kg/day  (2.5x  MRHD).  The 
defects  included  reduced  bone  plate  adivitv,  thinning  of  the  zona  compada  ot  the  large  bones  and  mcreasea  bone  fragility.  At  a  dosage  It 
mg/kg/dav  (!0x  MRHD)  over  one  year  or  160  mg/kg/day  (20x  MRHD)  for  six  months,  itraconazole  induced  small  tooth  pulp  with  nyp 
appearance  in  some  rats  '  " 

While  no  such  bone  toxiaty  has  been  reported  in  adult  patients,  the  long  term  effect  of  itraconazole  in  pediatric  patients  is  unknown- 
H!V-mkkdPiitmt>:  Because  hvpochlorhydria  has  been  reported  in  HIV-infected  individuals,  the  absorption  ot  itraconazole  in  these  patii 
be  decreased. 

The  results  from  a  study  in  which  eight  HIV-infected  individuals  were  treated  with  zidovudine,  8  ±  0.4  mg/kg/day,  showed 
pharmacokinetics  ol  zidovudme  were  not  affected  dunng  concomitant  administration  ot  SPORANOX,  100  mg  b.i.d. 
ADVERSE  REACTIONS 

In  U  S.  clinical  tnals  pnor  to  marketing,  there  have  been  three  cases  of  reversible  idiosyncatic  hepatitis  reported  among  more  than  2500 
One  patient  outside  the  I  S.  developed  hilminant  hepatihs  and  died  dunng  SPORANOX  (itraconazole  capsules)  aaministration,  " 
patient  was  on  multiple  medications,  the  causal  assoaation  with  SPORANOX  ls  uncertain.  (See  WARNINGS  section.} 
ONYCHOMYCOSIS 

Adverse  events  m  the  followmg  table  led  to  either  temporary  or  permanent  discontinuation  of  treatment: 


0 

p 


Body  System/ Adverse  Event 


Elevated  Liver  Enzymes 
>2x  normal  range) 


Gastrointestinal  Disorders 


Rash 


Hypertension 


Orthostatic  Hypolension 


Headache 


.Myalgia 


Vertigo 


Incidence  i% ) 
(n=112) 


re; 


ml 


SYSTEMIC  FUNGAL  INFECTIONS' 
Adverse  expenence  data  in  the  tollowing  table  are  denved  from  602  patients  treated  for  svstemic  hingal  disease  in  U.S.  dmical  tnals,  wl  [jt> 
immunocompromised  or  receiving  multiple  concomitant  medications  Of  these  patients,  treatment  was  discontmued  m  10,3"  of  patient! 
adverse  events.  The  median  duration  betore  discontinuation  of  therapy  was  81  days,  with  a  range  ot  2-776  days,  The  table  lists  adversi  ^ 
reported  by  at  least  1  '/<  ot  pahents. 


Bcidv  Svstem /Adverse  Event 
(Incidence  ^IVJ 


Gastrointestinal  Disorders 
Nausea 
\'omiting 
Diarrhea 
Abdommal  Pain 
Anorexia 


iodyasaWhole 
Edema 
Fahgue 
Fever 
Malaise 


Skin  and  Appendages 
Rash 
Pruntus 


Central  and  Penpheral  Nervcius  System 
Headache 
Dizziness 


Psvchiainc  Disorders 
Libido  deaeased 
Somnolence 


Cardiovascular  Disorders 
Hypertension 


Metabcilic  and  Nutntional  Disorders 
Hypokalemia 


Unnarv  System  Disorders 
Albuminuna 


Liver  and  Biliary  System  Disorders 
Hepatic  hinction  abnormal 


Reproductive  Disorders,  Male 
Impotence 


Incidence  ("^ ) 


Hit 


12 


*Rash  tends  lo  occur  more  frequently  in  immunocompromised  patients  receivmg  immunosuppressive  medications 
Adverse  events  infrei]uentlv  reported  in  all  studies  included:  constipation,  gastntis,  depression,  insomnia,  tinnitus,  menstrual  disorder,  a 
insutticiencv,  gynecomastia  and  male  breast  pain. 
In  worldwide  postmarketing  expenence  with  SPORANOX,  allergic  reactions  including  rash,  pruntus.  urticana,  angioedema  and  m  rare  insi 
anaphylaxis  and  Stevens-lohnson  syndrome,  have  been  reported  Marketmg  expenences  have  also  mduded  reports  of  elevated  liver  enzym 
rare  hepahtis  Although  the  causal  association  with  SPORANOX  is  uncertain,  rare  hypertnglvcendemia  ano  isolated  cases  of  neuropath] 
also  been  reported 
OVERDOSAGE 

Itraconazole  is  not  removed  bv  dialysis.  In  the  event  ol  accidental  overdosage,  supportive  measures,  including  gastnc  lavage  with  s 
bicarbonate,  should  be  employed 

No  significant  lethality  was  observed  when  itraconazole  was  admimstered  orally  to  mice  and  rats  at  dosage  levels  of  320  mg/kg  or  to  d 

2i)limg;kg 
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Jooks 


;h  time  on  figures  such  as  Mikhail 
bachev  and  once-exiled  writer 
xander  Solzhenitsyn,  who  have  had 
ibstantial  influence  recently.  The  au- 
•  also  relies  too  heavily  on  outdated 
rces — such  as  Gorbachev  adviser 
xander  Yakovlev — who  were  ac- 
-ed  during  his  1988-91  stint  as  a 
;cow  correspondent  for  The  Wash- 
■on  Post.  And  even  though  it's  clear 
:  Remnick  traveled  to  Chechnya  to 
!ier  color  for  the  book,  he  wasn't 
re  during  any  of  the  key  events  of 
:  region's  savage  war. 
'he  best  chapters  are  those  where 
nnick  has  done  his  own  reporting 
ler  than  rely  on  other  journalists' 
)unts.  Intei-views  with  Gusinsky  and 
3r  campaign  insiders  make  the  chap- 
on  the  1996  presidential  election  as 
penseful  as  any  in  Lenin's  Tomb, 
i  sees  how  close  Yeltsin  came  to 
celing  the  election  and  how  he  won 
DUgh  a  heavy-handed  media  cam- 
yn  managed  by  Igor  Malashenko, 
d  of  the  purportedly  independent 
ivision  station  ntv.  "Yeltsin  plays 
ds  only  when  he  can  win,"  Remnick 
ites  Moscow  journalist  Leonid 
izhikovsky  as  saying.  "He  always 
its  a  fifth  ace  up  his  sleeve.  Other- 
e  he'll  take  out  the  Smith  &  Wesson 
[  start  firing.  In  the  election, 
lashenko  played  the  role  of  the 
li  ace." 

Carlier  chapters  discuss  how  Yeltsin 
rismogrified  from  a  reformist  demo- 
t  to  an  often-drunk  bully  who  was 
ling  to  use  force  against  opponents 
Moscow  and  Chechnya.  Remnick  also 
rates  the  rise  and  decline  of  Zhiri- 
■sky  and  Zyuganov.  One  wishes  he 
1  spent  more  time  analyzing  Lebed, 
0  is  now  Russia's  most  popular 
itician.  But  such  developments  are 
nittedly  hard  to  predict.  As  Rem- 
k  notes:  "Change  came  so  quickly 
modern  Russia  that  a  few  years 
rks  an  epoch." 

rhe  speed  of  change  makes  analyzing 
ssia  a  difficult  task  indeed.  But  Res- 
•ection  is  a  good  primer  for  both  the 
nchair  historian  and  the  diehard 
ssophile.  Although  Remnick  doesn't 
;ak  any  new  ground,  he  certainly 
)ws  how  to  compose  a  stoiy.  Vladimir 
•okin,  a  38-year-old  Moscow  wi'iter, 
s  the  author:  "For  me,  this  is  one 
those  times  in  Russia  when  real  life 
even  more  vivid  than  literature." 
mnick's  capable  treatment  delivers 
ch  of  the  daily  drama  in  a  highly 
npelling  fashion. 

BY  PATRICIA  KRANZ 
Kranz  is  business  week's  Moscow 
'•eau  chief. 
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THE  CAPITALIST  REVOLUTION  IN 
LATIN  AMERICA 

By  Paul  Craig  Roberts  and  Karen 
LaFollette  Araujo 
Oxford  •  214pp  •  $25 

LATIN  LESSON 

It  was  no  small  feat  for  countries 
such  as  Chile,  Ai-gentina,  and 
Mexico  to  cast  aside  protectionist, 
statist  legacies  and  embrace  free 
trade  and  market  competition.  But 
those  reforms  have  proved  dura- 
ble. The  reason  is  that  Latin 
Americans  realize  that  yesterday's 
solutions — 
state  interven- 
tion in  the 
economy,  re- 
laxation of 
monetaiy  poli- 
cy to  stimulate 
consumption — 
no  longer 
work. 

That's  the 
theme  of  The 
Capitalist  Revolution  in  Latin 
America,  by  business  week 
columnist  Paul  Craig  Roberts, 
chairman  of  the  Institute  for  Polit- 
ical Economy  in  Washington,  and 
research  fellow  Karen  LaFollette 
Araujo. 

The  authors  focus  largely  on 
changes  in  Chile,  Argentina,  and 
Mexico.  They  argue  that  wrench- 
ing economic  crises  made  those  so- 
cieties ready  for  di-amatic  experi- 
ment. That  allowed  Chile,  for 
example,  to  lead  the  way  with 
such  progi-ams  as  privatization  of 
social  security.  Ai'gentina  discard- 
ed Peronist  statism  and  even  pri- 
vatized the  oil  company.  Mexico 
not  only  balanced  its  budget  and 
sold  off  more  than  1,000  state-run 
companies,  it  overcame  a  cen- 
tiu'ies-old  mistrust  of  the  U.  S.  and 
inked  a  fi-ee  trade  accord  vdth  it. 

Single-minded  pursuit  of  reform 
is  less  feasible  in  Latin  America's 
new  democracies,  where  leaders 
must  strike  a  balance  between 
pain  and  gain,  than  under  dicta- 
torships, the  authors  argue.  An- 
other obstacle  is  widespread  cor- 
ruption, which  continues  to  drain 
off  the  vital  resoiu'ces  needed  to 
raise  standards  of  hving. 


U.S.  Savings 

Bonds 
Are  Now  Tax 
Free  For 

College. 
Good  News 

Today. 
Better  News 
In  18  Years. 


If  the  cost  of  a  college  educa- 
tion seems  expensive  now,  imagine 
what  it  will  be  in  18  years.  That's 
why  Bonds  bought  for  your  child's 
education  can  be  completely  tax 
free.  Start  buying  Bonds  today  at 
your  local  bank,  or  ask  about  the 
Payroll  Savings  Plan  at  work. 
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A  public  service  of  this  publication 


When  UUNET®,  MPS  Communications® 
and  WorldCom®  joined  forces,  a  new  business 
communications  capability  was  born. 

For  the  first  time,  one  of  the  world's  most 
extensive  local  fiber-optic  infrastructures  could 


The  accessibiliiy  of  the  Internet 
with  the  security  of  an  Intranet, 


be  combined  with  the  unmatched  reliability  and 
scope  of  UUNET's  global  Internet  backbone  and 
dial  network.  The  result  is  the  Extended  Intranet, 
or  "Extranet".  With  control  of  the  network 
end-to-end  from  your  headquarters  to  branch 
offices  and  business  partners  around  the  world, 
we  can  now  guarantee  levels  of  availability 
and  performance.  And  your  data  is  protected 
by  advanced  encryption  technology 

Our  new  Extranet  Services,  ExtraLink  and 
Extralink  Remote,  give  you  all  the  advantages  of 
public  or  private  wide-area  networks,  plus  more 
secure  dial-up  access  for  remote  users.  At  a 
fraction  of  the  cost.  And  they  come  from  the 
only  company  that  could  bring  together  all  the 
elements  to  make  it  happen. 

For  more  information,  call  1  800  465  6814 
or  visit  our  Web  site  at  www.uu.net/extranet/bv^. 
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BY  STEPHEN  H.  WILDSTROM 

THE  LAPTOP 
LABYRINTH 


They're  getting  fanci- 
er— but  heavier. 
So  figure  out  just  how 
much  zip  you  need 


I 


''m  wTiting  this  column  on 
a  Ti-ansPort  Xpe  laptop 
.from  Micron  Electronics 
while  flying  to  California.  With 
a  166-megahertz  mmx  Pentium 
processor,  32  megabytes  of 
memory,  and  a  2-gigabyte 
hard  diive,  this  laptop  offers 
all  the  peifonnance,  and  near- 
ly all  the  features,  I  would 
ever  want  in  a  desktop  com- 
puter. But  there's  a  problem. 
When  the  fellow  sitting  in 
front  of  me  leans  back,  the 
12.1-inch  active  matrix  screen 
has  nowhere  to  go,  and  tyjDing 
becomes  nearly  impossible. 

That's  the  paradox  of  com- 
puting on  the  go.  Laptop  ma- 
chines have,  at  least  for  the 
moment,  closed  the  perfor- 
mance gap  that  has  kept 
them  about  a  generation  be- 
hind desktops.  But  these  not- 
so-portables  are  bigger,  heav- 
ier, harder  on  batteries,  and 
a  good  deal  less  mobile.  For- 
tunately, Toshiba,  IBM,  Com- 
paq, and  others  have  a  var- 
ied lineup  that  enables  you 
to  select  the  one  that  best 
fits  your  needs. 

The  standard  display  on 
high-end  laptops  today  mea- 
sures 12.1  inches  diagonally. 
Models  with  13.3-in.  displays 
are  hitting  the  market,  vnth 
14.1-in.  briefcase-busters  due 
by  midyeai-.  While  big  screens 
are  easier  to  read,  don't  ex- 
pect to  use  these  on  planes. 
And  with  the  screens  and  lots 
of  memory  draining  power, 
don't  expect  more  than  about 
two  hours  from  a  battery. 

At  the  same  time,  the  de- 
sirability of  using  youi"  laptop 


in  the  office  is  diminishing,  es- 
pecially in  networked  corpo- 
rations. Many  companies  are 
shifting  to  the  Windows  NT 
operating  system  and  the 
Pentium  Pro  processor  for 
more  seciu'e  and  reliable  desk- 
top performance.  Unlike  Win- 
dows 95,  NT  is  not  designed 
for  mobile  use  and 
lacks  critical  ele- 
ments, such  as  bat- 
tei*y-saving  features. 
And  Intel  has  not  an- 
nounced a  mobile 
version  of  the  hot- 
running,  power-hun- 
giy  Pentium  Pro.  In 
coming  months,  even 
state-of-the-art  note- 
books will  lag  behind 
desktops  in  the  pow- 
er race. 

DOCK  IT.  So  what's 
the  road  warrior  to 
do?  If  you  need  one 
that  can  do  it  all, 
you  will  have  to  sac- 


dard  keyboard.  Micron,  for 
example,  features  a  $299 
dock  that  includes  bigger 
speakers  and  a  local  area 
network  connection.  The 
travel  weight  of  a  laptop  like 
this  will  surpass  8  pounds. 
And  laptops  remain  much 
more  expensive  than  desk- 
tops: A  Toshiba  Tecra  740 
CDT  with  a  13.1-in.  display 
costs  more  than  $6,500. 

Maybe  both  your  needs  and 
your  budget  are  a  bit  more 
modest.  The  good  news  is  that 
some  relatively  smaO  saciifices 
will  get  you  a  competent  note- 
book at  a  much  lower  price. 
For  example,  an  11.3-in.  pas- 
sive-matiix  display  is  adequate 


fur  most  users,  even  if 
you  use  yoiu-  laptop  for 
presentations.  So  is  a 
133-Mhz  Pentium,  al- 
though I  would  recom- 
mend at  least  a  1.4-gi- 
gabyte  hard  drive  and 
SCREEN  12. 1-IN  ACTIVE  MATRIX  16— preferably  32— 

MEMORY  32  MB 


Wheels  Optional 


THE  MICRON  TRANSPORT  XPE 


PROCESSOR  166  MMX  PENTIUM 


HARD  DRIVE  2  1  GB  •  CD-ROM  8X 
SIZE  11.7X9,3X2,0  IN. 
WEIGHT  6.9  LB.  «  PRICE  $4,999 

rifice  some  portability  and  go 
with  a  high-end  portable  and 
a  spare  battery  or  two.  To 
avoid  having  to  plug  in  a 
keyboard,  mouse,  network 
cable,  and  monitor  for  office 
duty,  you  will  probably  want 
some  sort  of  setup  to  slide 
your  laptop  into,  such  as  a 
docking  port  connected  to  a 
monitor,  network,  and  stan- 


megabytes  of  ram. 
Tliat  setup  should  give 
two  to  thi'ee  hours  off 
a  battery.  From  my 
experience,  if  you  can 
keep  the  weight  under 
7  lb.,  yom-  shoulders  and  back 
will  thank  you. 

Just  about  every  notebook 
manufacturer  has  a  model 
that  meets  those  specifica- 
tions, and  prices  generally 
run  about  $3,500.  Macintosh 
users,  who  have  been  bereft 
of  serviceable  laptops  for 
many  months,  now  have  a 
choice   between   the  new 


PowerBook  1400,  whic 
stai-ts  at  $2,500,  and  the  340 
starting  at  about  $4,500. 

If  you  spend  most  of  yoi 
time  in  the  office  and  don 
need  the  ultimate  laptop,  yo 
might  consider  a  different  aj 
proach.  For  less  than  $2,50( 
you  can  get  a  loaded  200  Mt. 
MMX  Pentium  desktop.  Fo 
the  road,  choose  what  man 
makers  call  a  "value-line 
notebook,  an  apt  phrase, 
some  cases.  For  example,  th 
NEC  Versa  2600  offers  a  13; 
Mhz  Pentium,  12.1-in.  passiv( 
matrix  display,  built-in  flopp 
and  CD-ROM  chives,  and  a  33, 
kilobit  per  second  modem  fo 
$2,400.  At  these  prices,  yo' 
may  be  able  to  pel 
suade  your  boss, 
yourself,  that  tW' 
computers  can  be 
better  buy  than  oni 
high-end  laptop. 

Finally,  if  yo 
want  to  stay  con' 
nected  on  the  roa( 
but  your  mobili 
computing  needs  an 
light,  you  soon  ma; 
be  able  to  eschev 
a  laptop  altogether 
The  new  Window: 
I  E  handhelds,  sucl 
as  the  NEC  MobilePrc 
and  the  Compaq  p( 
Companion,  can  han 
innited  word  processing 
and  spreadsheet  duties.  The} 
suffer  from  small  (about  5  in 
diagonal),  dim  screens  anc 
very  Hmited  E-mail  capabili 
ties,  but  improved  versions 
are  on  the  way.  And  the  pop- 
ular Palm  Pilot  from  U.  S 
Robotics  will  soon  gain  tht 
ability  to  fetch  E-mail  ovei 
phone  fines. 

Tlie  mobile  situation  is  con- 
ftising,  but  in  large  part  that's 
because  consumers  have  a  far 
broader  range  of  options  than 
they  have  had.  Making  the 
right  choice  means  making  a 
dispassionate  assessment  of 
your  needs  and  budget  and 
going  for  the  model  that  will 
best  fit  both.  Yoiu-  choice  may 
not  be  the  latest  and  great- 
est, but  it  may  place  much 
less  of  a  biu'den  on  both  your 
shoulder  and  your  wallet 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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what's  the  difference 
between  RPS  and  UPS? 


One  letter. 

Plus  a  \^4iole  new  way  of  doing  business. 

As  the  fastest-growing  small-package  carrier  in  histoiy, 
RPS  gives  you  choices. 
Like  delivery  to  every  business  in  North  America, 
free  en  route  tracing  (even  on  the  Internet!), 
and  shipping  sei-vices  that  really  do  save  time  and  money. 
So  whether  you  ship  packages 
or  receive  them  —  10  a  day  or  10,000  — 
one  letter  does  make  a  world  of  difference. 


RPS.  Delivering  more  than  your  package. 

1-800-ROADPAK"  (762-3725 ) 
www.shiprps.com 
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Thomas  W.  Weiseii 
Chairman  and  CEO| 
Montgomery  Securities^ 
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'Automat  I  NO  MoNTCi* 


iOMKKY  S  SALKS  OPERATIONS  IS  ONE  OF  THE 
MOST  lMI>OUTANT  UrSINESS  HECISIONS  THAT  WE  HAVE  MADE  IN  TWENTY  YEARS. 


Montgomery  Sk(  ii  ritiks 

/  he  Power  ofGrou  th  ' 


Since  1990,  Montgomery  Securities  has  grown  explosively.  Revenues  increased  from  $10A  million  in  1990  to 
more  than  $700  million  (est.  1996)  and  staff  quadrupled.  To  continue  this  growth  and  maintain  Montgomery's 
exceptional  customer  satisfaction,  Thorn  Weisel  partnered  with  Siebel  Systems.  With  Siebel  Sales  Enterprise,'  Montgomery 
professionals  quickly  identify  and  analyze  new  opportunities,  slash  the  sales  cycle,  and  increase  value  to  their  clients. 
And  management  effectively  allocates  precious  sales  resources  to  maintain  Montgomery's  leadership  in  the  booming 
capital  markets.  With  Siebel,  Montgomery  is  ready  for  the  next  century.  To  learn  how  Siebel  Systems  can  prepare  your 
organization  for  the  future,  call  1-800-720-3115,  ext.  1109  or  visit  Siebel  at  www.siebel.com. 


|j|H||^^'  - 


Sftlct  lnform«tlon  Syitcmt 

■[  and  Siebel  Sales  Enterpnse  ate  trademarks  of  Siebel  Systems.  Incorporated  and  may  be  registered  in  certain  junsclif 


Montgomery  Seen nties -The  Power  of  Growth  is  a  trademark  of  Montgomery  Securities. 


Economic  Viewpoint 


GARY  S.  BECKER 


OB  MARKETS:  EUROPE  DOESN'T 
[AVE  ANYTHING  TO  BOAST  ABOUT 


RISIS: 

are,  Britain 
id  the  U.S. 
we  wider 
age  gaps, 
[it  more 
id  more 
uropeans 
m't  find  jobs 
:all 


/  S.  Becker,  the  1992  Nobel 
sate,  teachies  at  the  University 
hicago  and  is  a  Fellow  of  the 
ver  Institution 


Europeans  have  defended  their  highly 
regulated  and  overtaxed  labor  markets 
by  claiming  that  they  produce  less  in- 
equality in  wages  than  the  more  free-mar- 
ket practices  in  the  U.  S.  and  Britain.  They 
emphasize  that  since  the  late  1970s,  salaiy 
rates  in  America  and  Britain  for  the  better- 
educated  and  more  skilled  have  climbed 
sharply  relative  to  those  of  other  workers. 
By  conti'ast,  the  skilled-unskilled  wage  dis- 
parity only  increased  modestly  in  Germany, 
France,  and  most  other  Western  European 
countries. 

But  many  European  nations  experienced 
a  distressing  change  during  the  late  1980s 
and  the  1990s  on  the  employment  fi-ont:  The 
number  of  persons  without  jobs  expanded 
gi'eatly.  In  effect,  European  labor  markets 
divide  workei*s  into  "insiders"  and  "outsiders." 
The  insiders  have  jobs  and  ai'e  t^q^ically  mem- 
bers of  powerful  trade  unions.  Theii'  employ- 
ment is  protected  by  seniority,  union  niles, 
and  by  government  regulations  that  Umit  lay- 
offs. Because  they  face  little  competition  fi-om 
new  entrants  into  the  labor  force  or  from 
others  looking  for  work,  wages  of  both  skilled 
and  unskilled  insiders  have  risen  over  time  at 
a  good  pace. 

SKYROCKET.  Outsiders,  on  the  other  hand, 
cannot  easily  get  good  jobs,  so  their  incomes 
come  mainly  from  Social  Security  and  other 
welfare  programs  that  are  increasingly  in  fi- 
nancial trouble.  Outsiders  include  the  unem- 
ployed and  persons  who  exit  from  the  labor 
force  either  because  they  despair  of  finding 
work  or  are  induced  to  leave  by  enticements 
such  as  generous  retirement  and  disability 
benefits. 

In  the  late  1970s,  unemployment  rates  in 
most  of  Western  Eiu-ope  were  below  those  in 
the  U.  S.  While  American  rates  have  gener- 
ally remained  between  5%  and  7%,  and 
British  rates  have  come  down,  European  un- 
employment increased  during  the  1980s  and 
skyrocketed  in  the  1990s.  Over  11%  of  the  la- 
bor force  in  the  European  Union  is  out  of 
work.  Germany,  the  most  powerful  nation 
there,  now  has  a  rate  in  excess  of  12% — the 
highest  number  of  unemployed  since  the 
Hitler  period. 

The  European  unemployment  burden  is 
not  distributed  evenly  among  economic  and 
demographic  groups.  It  bears  down  most 
heavily  on  the  backs  of  the  young,  the  less 
educated,  and  women.  Hardest  hit  are  Muslim 


and  Cathohc  minorities  from  North  Africa, 
Tur'key,  and  Eastein  Europe.  Nor  is  the  bur- 
den short-hved:  More  than  30%  of  the  un- 
employed have  been  without  jobs  for  over  a 
year. 

The  soaring  number  of  long-term  unem- 
ployed is  only  one  dimension  of  the  job  crisis, 
since  many  Eiu'opeans  have  abandoned  the  la- 
bor force.  Yet  the  U.  S.  economy  has  contin- 
ued to  add  employment  opportunities  at  a 
I'emarkable  rate  since  the  early  1980s,  with 
nearly  two-thirds  of  Americans  over  age  15 
finding  work.  By  contrast,  in  France,  only 
55%'  of  pei-sons  in  these  age  groups  have  jobs; 
in  Gei-many,  less  than  58%.  And  the  employ- 
ment picture  is  still  more  dismal  in  Italy, 
Spain,  Sweden,  and  several  other  nations  in 
Europe. 

DETERIORATING.  Even  the  rather  meager  rise 
in  European  employment  during  the  past  20 
years  has  been  artificial  because  the  number 
of  jobs  in  the  private  sector  has  hardly  in- 
creased. Employment  has  been  added  mainly 
in  government-owned  industries  and  other 
state  sectors  that  ai'e  notoriously  oveiTnanned. 
In  the  U.  S.  and  Britain,  practically  all  the 
employment  gr'owth  has  been  in  private  com- 
panies, especially  startups. 

The  situation  may  continue  to  deteriorate 
as  Europe  struggles  to  reduce  govei'nment 
budgetaiy  deficits  before  1999  to  the  under- 
3%  level  required  by  the  Maastricht  Ti'eaty. 
This  may  be  largely  accomplished  by  creative 
accounting,  but  there  is  pressui'e  to  cut  staffs 
in  the  many  state-run  enterprises  that  are 
losing  money. 

In  hght  of  these  trends  that  differentiate 
the  relatively  good  fortunes  of  insiders  from 
the  dismal  prospects  of  gi'owing  numbers  of 
outsiders,  it  is  inappropriate  to  call  European 
labor  mai'kets  more  fair  than  U.  S.  and  British 
markets.  Measures  of  equity  and  inequality 
that  consider  both  the  low  earnings  and  haiTn- 
fiil  psychological  effects  from  not  being  able  to 
find  employment  would  rank  Europe  much 
lower  than  the  more  open  and  less  regulated 
U.  S.  and  British  markets. 

German  Chancellor-  Helmut  Kohl  and  other 
leading  European  poUticians  speak  fi'equently 
about  the  necessity  of  raising  employment. 
But  Em"ope  will  be  unable  to  provide  many 
new  jobs  in  the  private  sector  until  it  levels 
the  playing  field  by  reducing  the  heavy  tax 
and  regulatory  burden  that  is  discouraging 
companies  from  adding  employees. 
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Economic  Trends 


BY  GENE  KORETZ 

A  THREAT  TO 
MONETARY  UNION? 

Europe's  joblessness  may  be  a  snag 

One  of  the  most  puzzling  develop- 
ments in  recent  decades  has  been 
Europe's  failui'e  to  generate  jobs  and 
reduce  unemployment  at  a  time  when 
America's  job  performance  has  been 
sti'ong.  Wliereas  Europe's  jobless  rates 
in  the  1960s  and  1970s  were  consistent- 
ly below  those  of  the  U.  S.,  the  opposite 
has  been  true  in  the  1980s  and  1990s — 
and  recently  by  a  widening  margin. 

Since  1979,  the  U.  S.  economy  has 
managed  to  create  an  eye-popping  total 
of  yO  million  jobs.  It  has  also  lowered 

A  STARK  CONTRAST 
IN  JOBLESS  TRENDS 
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joblessness  to  a  level  that  is  as  close 
to  full  employment  as  may  be  achievable 
without  igniting  inflation.  But  in  Eu- 
rope, net  job  creation  has  been  mini- 
mal for  nearly  two  decades,  and  unem- 
ployment has  moved  to  record  levels 
despite  sluggish  labor-supply  gi-owth. 

The  big  question,  of  course,  is  why 
most  European  nations  cannot  get  their 
job  engines  ftred  up — and  why  America 
can.  In  a  recent  paper  in  the  Interna- 
tional Labor  Review,  Freddy  Heylen, 
Lucia  Goubert,  and  Eddy  Omey  of  the 
University  of  Ghent  in  Belgium  suggest 
an  answer  that  observers  have  tended 
to  ignore:  the  sharp  contrast  in  macro- 
economic  policies  on  different  sides  of 
the  Atlantic. 

The  consensus  view  among  economists 
is  that  industrial  economies  in  recent 
decades  have  been  buffeted  by  stinctur- 
m!  shifts  sparked  by  technological  ad- 
v;mces,  foreign  competition,  and  global- 
ization. Because  of  its  relatively  flexible 
I'bor  market  and  wage  structure,  the 
■-'.H.  economy  was  able  to  adjust  to 
i  ';v  se  shocks  and  continue  to  generate 
;•  h;..  But  in  Eui'ope,  so  the  story  goes. 


job  gi'owth  has  been  impeded  by  such 
policies  as  high  minimum  wages  and  pay- 
roll taxes,  restiictions  on  filing,  and  gen- 
erous social  benefits  (page  23). 

The  three  economists  don't  reject 
these  explanations.  But  they  note  that 
restructuring  in  the  U.  S.,  which  began 
in  the  1980s,  has  had  the  benefit  of  stim- 
ulative macroeconomic  policies  during 
much  of  the  past  decade  and  a  half. 

Short-temi  interest  rates,  for  exam- 
ple, trended  down  in  the  U.S.  in  much 
of  the  1980s  and  early  1990s.  And  U.  S. 
fiscal  policy  was  highly  stimulative 
thi'ough  the  mid-1980s.  By  contrast,  Eu- 
ropean monetaiy  and  fiscal  policy  has 
been  far  more  restrictive.  Indeed,  the 
researchers  estimate  that  Europe's  un- 
employment rate  would  have  been  as 
much  as  11^  percentage  points  lower  in 
recent  years  if  demand  growth  had 
matched  that  of  the  U.S.  in  the  1980s 
and  early  1990s. 

All  of  this  points  to  a  catch-22  in  cur- 
rent European  economic  strategy.  To 
join  the  planned  European  Monetary 
Union,  governments  are  pursuing  tight 
fiscal  and  monetary  policies.  They  are 
also  trying  to  promote  job  growth 
through  benefit  cuts  and  reforms  that 
enhance  labor  market  flexibility. 

The  problem  is  that  such  reforans  ai"e 
unlikely  to  succeed  or  prove  politically 
feasible  in  the  absence  of  favorable 
macroeconomic  policies.  And  unless  they 
succeed — and  bring  lower  deficits — Eu- 
ropean nations  are  unlikely  to  meet  the 
fiscal  criteria  established  for  EMU  mem- 
bership. Indeed,  speculation  is  rife  that 
Germany  will  opt  for  a  delay  in  the 
starting  time  for  monetary  union  be- 
cause rising  joblessness  threatens  to 
push  its  own  deficit  out  of  bounds. 


LOTS  OF  OLDER 
UNWED  MOMS 

The  intriguing  question  they  raise 

With  nearly  one  out  of  every  thi'ee 
U.  S.  births  occurring  outside  of 
marriage,  a  common  perception  is  that 
such  biiths  are  primarily  a  teenage  phe- 
nomenon. But  as  sociologists  Daphne 
Spain  and  Suzanne  M.  Bianchi  note  in  a 
book  just  published  by  the  Russell  Sage 
Foundation,  teens  account  for  only  30% 
of  nonmarital  births  today,  compared 
with  .50%  in  1970.  Indeed,  birthi-ates  foi- 
unmarried  women  of  all  ages  and  races 
are  up  sharply  since  1980. 

The  tj-end,  say  the  authors,  raises  an 
intriguing  question:  To  what  extent  does 
it  reflect  a  growing  ability  of  women  to 


Uve  independently,  and  to  what  extent  i; 
it  occuiTing  because  men  feel  they  cai 
no  longei'  afford  to  marry  the  mother.' 
of  theii'  children? 


WOMEN  STORM 
THE  SYMPHONY 

How  bhnd  auditions  cut  gender  bi 
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In  part  because  it's  hard  to  assess  thJH 
motives  of  employers,  the  existence  ol 
sex-based  disciimination  is  often  a  trickj  sof 
business  to  prove.  Things  would  be  eas-  oii^ 
ier  if  one  could  compai'e  hiiing  outcomes  jdj] 
when  a  female  applicant's  sex  is  known 
with  outcomes  when  her  sex  is  un- 
known— and  only  her  qualifications  for 
the  job  are  judged. 

As  it  happens,  just  such  a  change  oc- 
cuiTed  in  the  hii'ing  pr-actices  of  U.  S, 
symphony  orchesti'as  over  the  past  few  'lai 
decades.  Starting  in  the  1970s,  report  la' 
Claudia  Goldin  of  Harvai'd  University 
and  Cecilia  Rouse  of  Pr-inceton  Univer- 
sity, symphonies  began  to  implement 
major  revisions  in  their  audition  pr-oce- 
dures  for  job  applicants — including  the 
use  of  "screens"  to  prevent  audition 
committees  from  actually  seemg  the  mu 
sician  whose  playing  they  were  evalu 
ating.  At  the  same  time,  the  share  of  fe- 


SECOND  FIDDLE?  Merit  matters  more 


male  musicians  in  the  top  five  American 
or-chestras  has  gi-own  fi-om  less  than  5% 
in  1970  to  25%.  today 

By  analyzing  data  from  actual  audi- 
tions from  the  late  1950s  through  1995 
and  changes  in  or-chesti'a  hiring  patterns 
in  the  wake  of  "blind''  auditions,  the  two 
economists  wei'e  able  to  assess  the  de- 
gr-ee  to  which  such  pr-ocedui'es  have  re- 
duced gender  discrimination.  They  find 
that  the  use  of  sci'eens  in  pr-eliminary 
aucUtions  substantiaOy  i-aised  the  chances 
of  a  woman's  ultimately  being  hired.  Be- 
tween 25%.  and  45%  of  women's  in- 
creased membership  in  symphony  or- 
chestras since  1970  seems  to  stem  from 
their  enhanced  opportunity  to  be  judged 
solely  on  musical  ability. 
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ROM  AUTOS  TO  NEW  HOMES, 
ONSUMERS  ARE  GOING  WHOLE  HOG 

g-ticket  buys  and  strong  income  growth  reflect  a  robust  labor  market 


us.  ECONOMY 


PURCHASERS  SEE  A 
PICKUP  INACTIVITY 


If  the  economy  was  supposed 
to  slow  down  in  the  fii'st  quai*- 
somebody  forgot  to  tell  consumers.  Bolstered  by  the 
ongest  set  of  fundamentals  in  years,  household 
ndirig  began  1997  with  a  bang.  And  since  inventories 
re  already  lean  heading  into  the  new  year,  manu- 
turers  are  starting  to  feel  some  pressure  to  boost 
put  to  catch  up  with  demand, 
rhe  economy's  strength,  which  has  come  as  a  sur- 
36  to  many  analysts,  shows  up  in  nearly  all  pieces  of 
■  latest  data.  Reports  on  everything  from  consumer 
lays  to  home  sales  to  factory  orders  have  bested  ex- 
;tations  (charts),  sending  many  economists  back  to 
•ir  spreadsheets  to  review  the  near-term  prospects 
gi'owth  and  Federal  Reserve  policy. 

Indeed,  in  the  second  leg  of 
his  semiannual  report  to  Con- 
gress, this  time  before  the 
House  Banking  Committee, 
Fed  Chairman  Alan  Green- 
span reiterated  on  Mar.  5  that 
many  of  this  business  cycle's 
temporally  depressants  on  in- 
flation— including  job  insecu- 
rity and  health-care  costs — 
may  now  be  ending. 

Most  Fed  watchers  still  be- 
/e  that  Greenspan  will  not  hike  interest  rates  at 
Fed's  Mar.  25  meeting.  However,  Greenspan  has  all 
t  admitted  that  possible  financial-market  excesses 
)  now  playing  a  more  prominent  role  in  the  Fed's 
nking.  And  given  the  recent  data  and  the  chair- 
.n's  tough  talk,  nearly  all  agree  that  the  chances  of  a 
iemptive  strike  aimed  at  containing  inflation  and  as- 
nng  stable  financial  markets  have  increased. 

;  GREENSPAN  HIMSELF  SAID,  questions  about 
J  outlook  "are  especially  focused  on  the  behavior  of 
isumers."  And  right  now,  it  appears  that  household 
ending  is  more  Hkely  to  be  stronger  than  expected, 
t  weaker.  Real  consumer  spending  on  goods  and  ser- 
es jumped  a  solid  0.6%  in  Januaiy,  on  strength  in  au- 

computers,  furniture,  and  recreation, 
rhat  means  consumer  spending  started  the  quarter 
an  annual  rate  of  2.9%  above  the  fourth  quarter 
'el.  Even  small  gains  in  February  and  March  would 
iwce  another  quarter  of  at  least  3%  spending  growth. 
yre  surveys  suggest  brisk  February  activity,  while  car 
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and  light-truck  sales  stood  at  a  1.5.3-million  annual 
rate.  That  was  down  from  15.5  million  in  January  but 
still  stronger  than  the  fomth-quarter's  14.8-million  pace. 

Consumers  also  are  plunking  down  big  bucks  for 
housing.  Sales  of  new  single-family  homes  jumped  a 
startling  8.6%  in  Januaiy,  to  an  armual  rate  of  870,000. 
That  was  the  highest  sales  pace  in  11  years,  and  home 
buying  in  each  of  the  three  previous  months  was  revised 
up.  Analysts  had  almost  unifoi'mly  expected  January 
sales  to  decline.  The  Commerce  Dept.  admitted  that  a 
new  computerized  data-gathering  system  may  have 
overestimated  the  month's  total.  More  than  half  the 
data  were  collected  using  the  new  method,  but  even  ac- 
counting for  the  overstatement,  sales  are  clearly  strong. 

THE  WILLINGNESS  OF  HOUSEHOLDS  to  commit 

to  purchases  of  big-ticket  items  should  come  as  no 
surprise,  given  the  strongest  labor  markets  in  years. 
The  most  recent  evidence:  The  Conference  Board's  in- 
dex of  help-wanted  ads  for  Januaiy  rose  to  87,  match- 
ing the  November  level  as  the  highest  reading  for  the 
year.  But  the  most  compelling  trend  is  that  for  first- 
time  jobless  claims.  Tlirough  Feb.  22,  the  fom"-week  av- 
erage of  new  claims  fell  to  313,000,  matching  the  lowest 
reading  in  this  six-year  expansion. 

The  combination  of  strong  ■ 
job  markets  and  low  inflation 
is  generating  solid  gains  in 
pm'chasing  power.  Real  after- 
tax income  rose  a  stuixly  0.5%' 
in  Januaiy,  which  ah-eady  puts 
first-quarter  growth  at  a  4% 
annual  rate,  compared  with 
the  fourth-quarter  level.  The 
12-month  growth  rate  of  real 
income  has  been  holding  at 
about  3%  since  last  spring. 
And  with  the  labor  markets  continuing  to  tighten,  in- 
come growth  at  that  pace,  or  faster,  is  a  realistic  ex- 
pectation in  coming  months,  and  spending  should  grow 
in  line  with  income. 

Moreover,  households  already  have  throttled  back 
on  credit  use.  Installment  debt  is  now  growing  rough- 
ly in  line  with  incomes,  at  a  time  when  stock  market 
gains  and  rising  home  prices  are  buoying  the  asset 
side  of  consumers'  balance  sheets.  Also,  the  saving 
rate  has  been  rising  for  three  years,  adding  to  house- 
holds' financial  cushions.  During  the  past  half-year. 


NEW-HOME  SALES  HIT 
AN  11 -YEAR  HIGH 


SINGLE-FAMILY 
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households  have  saved  5.2%  of  their  aftertax  income, 
the  most  in  foui"  years  and  more  than  the  4.9%  average 
for  the  past  decade. 

THE  CONSUMER-LED  STRENGTH  in  demand  is  work 
ing  its  way  back  to  U.  S.  manufacturers.  And  with  in- 
ventories low  in  relation  to  sales,  orders  are  strength- 
ening and  the  incentives  to  lift  output  are  building. 

The  Commerce  Dept.'s  second  take  on  fouith-quarter 
gross  domestic  product  showed  that  inventory  growth 
was  only  half  of  what  it  was  first  estimated  to  be.  The 
revision,  to  a  rise  of  $16.4  billion  from  $31.9  billion, 
more  than  accounted  for  the  adjustment  to  overall  gdp 
growth,  to  3.9%  instead  of  4.7%. 

But  the  inventoiy  revision  indicates  upbeat  prospects 
for  overall  growth  in  the  first  half  of  1997.  That's  be- 
cause inventoiy  growth  is  lagging  well  behind  the  pace 
of  demand  (chart).  During  the  past  year,  stock  levels 
have  nsen  1.2%-,  while  final  demand  for  goods  is  up  4%. 
Unadjusted  for  inflation,  the  December  inventory-sales 
ratio  was  at  a  recoixl  low. 

That's  one  reason  why  factory  orders  remain  on  an 
upward  track.  Bookings  for  durable  goods  rebounded 
strongly  in  January.  They  rose  3.6%,  more  than  making 
up  for  two  losses  posted  in  November  and  December. 
In  addition,  unfilled  orders  jumped  0.8%>  and  now  stand 
at  the  highest  level  in  five  years. 

And  according  to  the  National  Association  of  Pur- 


CANADA 


THE  PRESSURE  TO 
BUILD  INVENTORIES 


FINAL  DEMAND - 
GOODS 


chasing  Management,  the  factory  sector's  allegro  temp 
continued  in  Febniary.  The  napm's  composite  index  (j 
business  activity  rose  to  53.1%  last  month,  up  froi! 
52%  in  January,  led  by  strength  in  new  orders  an| 
production.  A  reading  greater  than  50%  means  th 
manufacturing  activity  is  on  the  rise. 

In  fact,  two  components  of 
the  index  caught  the  eye  of 
the  financial  markets:  The  in- 
dex of  prices  paid  rose  to  the 
highest  level  in  11^  years,  and 
the  speed  with  which  compa- 
nies make  deliveries  slowed. 
Both  are  indicators  of  pricing- 
pressures  that  are  known  to 
arouse  the  interest  of  Fed 
Chairman  Greenspan.  Still, 
these  indexes  remain  below 
the  thi-esholds  touched  back  in  1994,  during  the  las 
round  of  Fed  tightening. 

But  unless  consumers  dial  back  their  enthusiasn 
the  pressure  on  production  capacity  and  goods  price 
will  only  grow  in  coming  months.  Right  now,  solid  jo' 
markets,  rising  wages,  and  healthy  balance  sheets  mea. 
consumers  face  few  spending  obstacles.  But  thei 
smooth  sailing  means  that  the  spring  will  prove  to  b 
an  especially  challenging  time  for  policymakers  at  thi 
Fed — and  for  the  financial  markets  as  well. 
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BUDGET  BALANCING  IS  ON  FAST-FORWARD 


Canadian  consumers  and  busi- 
nesses went  on  a  shopping 
spree  in  the  fourth  quarter.  And 
the  economic  pickup  will  help  the 
effort  to  balance  the  budget. 

Real  gross  domestic  product 
grew  at  an  annual  rate 
of  2.9%  last  quarter. 
The  gain  was  less  than 
expected,  but  the  Oc- 
tober strike  at  General 
Motors  CoY\:>.  con- 
tiibuted  to  a  10.1% 
drop  in  exports  that 
had  been  the  key  dri- 
ver of  the  recovery. 
Domestic  demand 
jumped  at  a  7.5%-  clip, 
the  fastest  rate  in  a  decade 
(chart).  Outlays  for  business 
equipment  and  homebuilding  re 
mained  very  strong,  a  sign  that 
1996's  drop  in  interest  rates  is 
spurring  (lemand. 


FINAL  SALES  FINALLY 
SHOW  SOME  LIFE 


A  PERCENT  CHANGE  AT  ANNUAL  RATES 
DATA  STATISTICS  CANADA,  DRI/McGRAW-HILL 


Private  economists  and  the  gov- 
emment  expect  real  GDP  to  rise 
more  than  3%-  this  year.  Exports 
will  bounce  back,  lifted  by  steady 
growth  in  the  U.  S.  and  better  eco- 
nomic gains  in  Em'ope  and  Asia. 

In  addition,  interest 
rates  will  remain  low 
because  inflation  is  be- 
nign— consumer  prices 
were  up  just  2.2%  in 
Januaiy — and  because 
the  government  has 
made  great  strides  in 
taming  its  budget 
deficit. 

In  fact,  the  Liberal 
Party  government  of 
Prime  Minister  Jean  Chretien  is  a 
year  ahead  of  schedule  to  balance 
the  budget.  For  fiscal  1997,  which 
ends  on  Mar.  31,  Ottawa  says  the 
deficit  will  total  19  billion  Canadi- 
an dollars  (U.  S.  $13.9  billion),  or 


2.4%  of  GDP.  For  1998,  the  gap 
will  likely  fall  to  C$17  billion,  and 
a  balanced  budget  is  expected  by 
2000. 

The  Liberals  are  expected  to 
take  advantage  of  Canada's  im- 
proved fiscal  outlook  and  healthy 
economy  by  calling  for  a  general 
election  in  early  summer.  All  signs 
suggest  they  will  win,  but  not 
suiprisingiy,  the  new  budget  con- 
tained some  modest  goodies  for 
voters,  including  a  child-poverty 
initiative  and  new  spending  on 
farming  and  education. 

But  the  budget  offered  little  to 
boost  private  employment.  The 
jobless  rate,  though  down  from 
November's  10%-,  was  still  high  at 
9.7%'  in  January.  And  businesses 
were  disappointed  that  the  budget 
did  not  have  more  tax  relief, 
which  would  ensure  that  the  ex- 
pansion bairels  along  into  1998. 
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Theft,  Vandalism,  And  Chaos. 

Three  Compelling  Reasons 
To  Do  Business  with  McAfee. 


Most  companies  don't 
lanage  their  networks. 
They  survive  them. 

t's  because  today's  networks 
:onstaiitly  vandalized  by  viruses,  hackers,  and  even  your  own 
iloyees.  While  your  managers  battle  the  chaos  of  demanding 
end  users,  more  complex  software  and 
multiple  operating  systems. 

It's  a  tough  environment  that,  frankly, 
we  like  very  much. 

After  all,  finding  innovative  ways  to 
keep  networks  safe,  sane,  and  simple  to 
manage  is  what  we  do  better  than  anyone. 

And  it's  why  McAfee  is  the  largest  and 
fastest  growing  company  in  P(;  network 
security  and  management. 


Download  McAfee 


McAfee  has  Ihe  IhinI  mosi  iHtluiliir  soflifdiv  Weh  -.ilr  lln-  \"  iiileniel  People  cbii'iiloticl 
our  products  free,  then  pay  us  Id  i^el  /pennies  uiul  our  uinn-il-wuinni^  technical  support. 


'le  is  one  of  the  top  10 
tftware  companies  in 
wld-  and  the  fastest 
ing. 


Some  people  think  they're  stealing  our  software. 

IcAfee,  our  innovations  aren't  limited  to  our  products.  We've 


changed  the  veiy  way 
companies  buy  software. 

We  pioneered  the 
subscription  pricing  model 
that  Netscape  and  others  now  use.  It's  simple:  People  download  our 
software  without  paying  for  it  -then  they 
come  back  and  pay  us  just  to  get  the 
technical  support  and  two 
years  of  free  upgrades.  AI^S. 

L;Lst  year,  8  million 
people  did  just  that. 

Of  course,  some  people 
(/()  steal  our  software. 
But  they  end  up  spreading 
the  word  about  McAfee's  good 
will  and  top-rated  products. 
All  of  which  reinforces  our 
position  as  the  market  leader 


McAfee 's  leadiiiM-edge  securit] '  jiroilucls 
keep  tlje  thousands  of  hackers  and  imises 
where  the)'  belong-out  of  your  net/nirk. 


HO  oj  the  Fortune  100  rely  on  McAfee  to  prevail  against  the  chaos  threatening  their  networks. 


Networks:  powerful,  necessary,  and  chaotic. 

At  McAfee,  we  undei-stand  how  important  your  network  is 
to  your  company's  growth  and  success.  And  we  have  the 
products  and  experience  to  help  you  handle  the  chaos 
that  threatens  it. 

Maybe  that's  why  more  than  (SO".,  of  the  Fortune  100 
rely  on  McAfee.  More  than  Microsoft.  More  than  Intel. 
More  than  Symantec. 

Shouldn't  your  company  be  doing  business  with  the 
leader  in  network  security  and  management? 

With  innovative  pricing,  superior  products,  and 
award-winning  support, 
McAfee  is  the  best  choice 
for  guarding  and  restoring 
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HEALTH-CARE  INFL 


Costs  are  shooting 
up-and  by  1998, 
increases  could 
hit  double  digits 

Stephen  N.  Karp  doesn't  like 
what  he  sees  in  his  ci-ystal  ball. 
The  benefits  vice-president  for 
Miami-based  Ryder  System  Inc. 
anticipates  a  5%  rise  in  health 
costs  for  1997 — a  big  jump  after  three 
years  of  below-inflation  increases.  But 
it's  1998  that  has  Karp  I'eally  worried. 
He's  hearing  that  health-care  costs  may 
climb  by  10%  or  12%  as  insurers  hike 
administrative  fees  and  hospitals  and 
doctors  forget  about  cost  containment 
and  press  for  rate  hikes.  "It's  pent-up 
cost  pressure,"  Karp  says.  Insurers,  he 
figures,  "will  take  a  deep  breath  and 
pass  on  some  of  theii-  increased  costs  to 
customers." 

Corporate  America's  health-cost  holi- 
day is  coming  to  an  end.  For  three 
years,  employer  costs  rose  slowly,  or 
even  fell  (chart).  But  for  1997,  health- 
care spending  is  rising  more  quickly 
than  other  prices — and  in  1998,  costs 
could  shoot  up  at  a  double-digit  pace. 
"The  last  few  years  have  been  great 
for  employers,  but  now  the  pendulum's 
swinging  back,"  says  John  C.  Erb  of 
benefit  consultants  Foster  Higgins  Inc. 
He  predicts  10%  hikes  next  year 
PLENTY  TO  PRUNE?  Some  analysts  say 
that's  too  pessimistic.  America's  health- 
care providers  still  have  plenty  of  cost- 
ly facilities  and  inefficient  practices  to 
piiuie.  With  40%  of  hospital  beds  empty 
every  night,  "we  have  enough  excess 
capacity  to  keep  a  lid  on  costs  through 
the  turn  of  the  centuiy,"  says  John  F. 
Shells,  vice-president  of  health  fore- 
caster Lewin  Group.  But  even  optimists 
say  costs  will  grow  faster  than  inflation 
through  2000 — and  then  accelerate. 

That's  bad  news  for  the  economy, 
for  companies — and  for  workers.  If  the 
rising  cost  of  health  care,  which  ac- 


counts for  15%  of  the  economy,  trig- 
gers a  jump  in  overall  inflation  that 
could  have  widespread  repercussions 
next  year  and  beyond. 

Some  consumers  are  already  getting 
socked.  Even  with  slow  health-care  in- 
flation, companies  have  cut  coverage 
and  shifted  costs  to  employees.  The 
share  of  full-time  workers  with  health 
insurance  fell  from  76%-  in  1992  to  78%< 
in  1994,  according  to  Princeton  Univer- 
sity economists  Alan  B.  Ki'ueger  and 
Helen  Levy.  As  costs  rise,  more  work- 
ers are  likely  to  face  limits  on  medical 
care  as  employers  struggle  to  cope. 

Costs  ai'e  headed  up  because  the  over- 
haul of  the  health-cai"e  system  that  began 
in  the  early  1990s  is  running  out  of 
steam.  Shocked  by  double-digit  medical 
inflation,  major  coipoi'ations  launched  a 
wholesale  switch  to  "managed  care."  Mil- 
lions of  workers  were  transfen'ed  fr'om 
costly  fee-for-service  setups,  in  which 
they  went  to  the  doctors  they  chose  and 
were  reimbiu'sed  by  the  insiu'er,  to  man- 
aged-care networks.  Eni'ollment  in  such 
plans — health-maintenance  organizations, 
preferred-provider  organizations,  and 
point-of-sei-vice  plans — shot  ft'om  48%  of 
covered  workers  in  1992  to  77%  in  1996. 

Since  managed-care  plans  cost  less — 
$3,305  per  employee  in  1996,  vs.  $3,739 

THE  PRESSURE  IS  ON... 

■  With  75%  of  workers  already 
enrolled  in  managed-care  networks, 
the  easy  savings  are  over 

■  Their  drive  for  market  share 
behind  them,  managed-care  compa- 
nies are  focusing  on  profits 

■  Doctors  and  hospitals  are  banding 
together  to  resist  insurers'  demands 
for  discounts 

■  To  make  up  for  cuts  in  Medicaid 
and  Medicare,  providers  will  seek 
more  from  corporate  customers 

■  Proposed  legislation  would  man- 
date benefits  and  provide  patients 
with  weapons  to  fight  HMO  restric- 
tions— potentially  raising  costs 
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for  traditional  insurance — every  em- 
ployer who  made  the  switch  saw  imme- 
diate savings.  Now  that  phenomenon  is 
winding  down.  "Managed  care  has  pen- 
etrated about  as  far  as  it  can,"  says  Paul 
Fronstin,  health-care  economist  for  the 
Employee  Benefit  Research  Institute  in 
Washington.  The  bulk  of  employees — 
50%,  in  Foster  Higgins'  latest  survey — 
have  settled  into  ppo  or  pos  plans.  And, 
fearing  employee  backlash,  few  compa- 
nies are  willing  to  cut  costs  further  by 
forcing  woi'kers  into  hmos,  the  most  re- 
strictive networks.  So  employers  must 
count  on  competition  among  managed- 
care  fiiTns  to  hold  prices  dovra. 

But  managed-care  operators  aren't 
keen  to  beai'  the  biimt  of  competition.  In 
the  i-ush  to  win  business,  insurers  sacri- 
ficed margins.  That  became  obvious  last 
summer,  when  higher-than-expected 
ding  and  outpatient  claims  cut  into  hmo 
earnings.  Minneapohs-based  hmo  giant 
United  HealthCai'e  Corp.  saw  profits  fall 

  16%  in  1996's  second 

NEWBORNS:  quarter,  and  its  stock 
One  costly  got  hammered,  along 
reform:  A  with  those  of  other 
mandated  hmos. 
two-day  hos-  Now,  insurers  want 
pital  stay  for  theu"  profits  back.  Unit- 
new  mothers     ed  hiked  rates  5%  on 

...DRIVING  COSTS  SKYWARD 
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average  for  1997,  and  pressed  some 
small  accounts  to  cough  up  12%  increas- 
es. It'i5  also  trying  to  boost  efficiency, 
targeting  better  management  of  high- 
cost  diseases  such  as  congestive  heart 
failiu"e.  But  cost  control  is  not  enough, 
says  CEO  William  W.  McGuire:  "To  ahgn 
the  price  of  sei^vice  with  the  cost  of  ser- 
vice, we've  got  to  increase  oui"  prices." 
NARROWER  MARGINS.  Washington  is  pil- 
ing on  costs,  too.  In  a  crowd-pleasing 
election-year  gesture.  President  Clinton 
pushed  thi'ough  a  measure  mandating 
two-day  maternity  stays,  ending  "drive- 
by"  deliveries.  Now  he  has  a  budget 
plan  that  could  put  cost  pressure  on 
providers.  Clinton  expects  to  wring  one- 
thii'd  of  his  $100  billion  in  Medicare  sav- 
ings from  HMOs.  Plans  serving  the  el- 
derly would  see  their  reimbursement 
cut  from  95%  of  local  medical  rates  to 
90%.  That  will  still  cover  costs  for  the 
mostly  healthy  seniors  who  sign  up  for 
HMOS — but  leaves  insurers  with  nar- 
rower margins  and  less  leeway  to  offer 
discounts  to  other  customers.  Mean- 
while, lawmakers  are  responding  to  a 
consumer  backlash  against  HMOs  viith 
laws  that  could  hike  costs  (page  30). 

Insurers  are  also  taking  heat  from 
providers.  Consolidation  is  helping  hos- 
pitals and  doctoi's  win  back  some  of  the 
pricing  clout  they  gave  up  to  join  man- 
aged care.  The  biggest  consolidator  is 
Nashville-based  Columbia/HCA  Corp., 
which  has  absorbed  more  than  300  hos- 
pitals, 135  surgery  centers,  550  home- 
health  providers,  and  a  gi'owing  number 
of  physician  practices.  "As  its  market 
share  gi'ows,  Columbia's  less  inchned  to 
give  discounts  to  hmos,"  says  Salomon 
Brothei-s  health-cai-e  analyst  Mai'k  Banta. 

Size  can  work  for  health-care  buy- 
ers, too,  of  course.  Health  plans  that 
try  to  put  thi'ough  rate  increases  "are 
going  to  lose  their  competitive  position," 
warns  Helen  Darling,  who  oversees 
health-care  benefits  for  Xerox  Corp. 
Large  employers,  she  says,  "don't  have 
to  take  those  increases."  Big  employ- 
ers can  also  avoid  the  insiu'ers.  Xerox 
and  Minneapohs'  Business  Health  Care 
Action  Group,  a  coalition  of  25  Twin 
Cities  firms,  are  experimenting  with 
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ways  to  eliminate  tiie  hmo  middleman — 
buying  medical  services  directly  from 
hospital  and  doctor  networks. 

But  such  innovations  will  only  delay 
the  ninup  in  health-care  spending.  Med- 
ical researchers  predict  a  burst  of  cost- 
ly new  techniques — ^just  in  time  for 
baby  boomers  hitting  their  golden  years. 
"We'll  have  a  fully  implantable  artificial 
heai-t  by  2000— $100,000,  installed— and 


just  about  everybody  ovei"  50  could  ben- 
efit from  a  new  heart,"  says  Burton  A. 
Weisbrod,  professor  of  economics  at 
NorthwesteiTi  University.  Based  on  an 
analysis  of  a  half-dozen  emerging  tech- 
nologies, William  B.  Schwartz,  profes- 
sor of  medicine  at  the  University  of 
Southern  California,  concludes  that 
health  spending  will  grow  at  double- 
digit  rates  well  into  the  21st  centuiy. 


Better  treatments,  of  course,  mea 
longer  and  better  lives.  But  for  em 
ployers,  they  ensui'e  that  the  struggle  tj 
check  health  spending  will  be  long-live 
and  vigorous,  too.  Corporate  Americ' 
may  look  back  on  the  mid-'90s  as  a  gold 
en  age  of  medical  restraint. 

By  Mike  McNanwe  in  Washingtor 
unth  Gail  DeGeorge  in  Miami,  and  Ra 
Stodghill.  II  in  Chicago 


REVENGE  OF  THE  HMO  PATIENTS 


Health-maintenance  organizations      denying  coverage  for  HV^UHHHHHI  shields  them  from  state 

have  long  argued  that  they  nonurgent  emergency-  '^^^^^^^^B^^B  liability.  In  plans  pro- 

should  be  immune  ft'om  malprac-    room  visits  or  discouraging        ■  H^^B  tected  by  erisa,  mem- 

tice  claims  because  they're  adminis-      doctors  fr-om  discussing  ex-  w^^l  ^ers  must  take  com- 

tering  medicine,  not  practicing  it.         pensive  treatments  with      B^l% "^V^    sP^iP  pl^i^^ts  to  federal 
And,  they've  warned,  any  attempt  to     their  patients.  State  legis-   ^BSf  ^W'^ ^   courts — and  can  collect 

change  that — or  saddle  them  with        latures  also  are  consider-     ^BSfe*'         i''^  J  orilv  for  the  cost  of  de- 
other  regulations — will  boost  costs        ing  dozens  of  new  mandat-  ^MHPn,       K   J  nied  treatment.  If  an 
and  lead  to  rate  increases.  ed  benefits — like  a  hmo  refuses  to  cover  a 

The  HMOs'  argument  against  mal-      Maryland  bill  that  would     ^^^^Slll^     hhum  ^^^^  blood  test,  for  ex- 
practice  Uability  has  worked  for  requii-e  health  plans  to  pay  ample,  the  member  can 
years,  but  it  may  be  crumbUng.  hmos    for  blood  products — in  a      ^^^^  '^m  collect  only  $100 — not 
and  other  managed-care  oi-ganiza-         flurry  of  what  one  hmo       l^H^    aL    ^Hl  foi'  lost  earnings  and 
tions  now  have  an  enormous  say  in       lobbyist  calls  "legislation     VETO  THREAT?  P^'"  suffering 
treatment.  And,  argues  D.  Ted  Lew-     by  body  part."                                     '  caused  by  a  condition 
ers,  a  trustee  of  the  American  Med-         The  anti-HMO  furor  in       lexas  IrOVernor          that  the  test  might 
ical  Assn.:  "If  you're  going  to  be  in-      statehouses  could  conflict     Bush  worries  that       have  caught.  "The  eco- 
volved  in  medical  decisions . . .  you         \vith  federal  law,  though.           |r)j||  wqu}^}  raise     nomic  result  of  erisa 
should  be  held  accountable."                Managed-care  fii-ms  have     ,     \^\.  ,       .    j.         preemption  is  enor- 
UPHILL  FIGHT.  That's  the  objective  of     long  been  shielded  from      nealtn-care  COStS        mous,"  says  Barry  F. 
a  bin  in  the  Texas  legislature  that        state  regulation  by  the        and,  if  it  is  enacted,    Rosen,  chairman  of  Gor- 
would  hold  HMOS  and  other  managed-    federal  Employee  Retire-    J^g  may  vetO  it            '^on,  Feinblatt,  Roth- 
care  companies  liable  for  medical          ment  Income  Security  Act                                  man,  Hoffberger  &  Hol- 
negligence  when  their  chents  suffer      of  1974,  which  covers  most  employer-    lander,  a  Baltimore  law  firm, 
injury  or  death.  The  measure  faces       sponsored  health  plans.  It  preempts         But  the  erisa  shield  is  cracking, 
an  uphill  fight,  however:  Governor        state  niles  that  mandate  certain  ben-    Thi-ee  federal  appeals  courts  have 
Geoi'ge  W.  Bush  womes  that  it            efits,  so  multi-state  employers  can  of-    i-uled  that  hmo  doctors  act  as  agents 
would  raise  costs  and  hints  that  he'll     fer  their  workers  unifomn  benefit         of  the  companies,  providing  a  legal 
veto  it  if  it  passes.  Florida  Govemoi-     packages  nationwide.                         basis  for  patients  to  sue  hmos  for 
Lavrton  Chiles  vetoed  a  similar  bifl.          For  patients,  ERISA  imposes  strict    malpractice.  The  U.S.  Labor  Dept., 

But  the  issue  won't  go  away.  Law-  limits  on  complaints,  hmo  members  which  enforces  erisa,  agi'ees.  "In  our 
makers  are  heeding  voters'  com-  can  sue  their  doctors  for  malpractice    view,  erisa  was  never  intended  to 

plaints  about  managed  care.  In  Con-     in  state  courts — where  the  laws  usu-    preempt  state  malpractice  laws," 
gi-ess,  there's  a  move  to  crack  down      ally  favor  patients.  But  the  health       says  Assistant  Labor  Secretary  Ole- 
on  such  managed-care  practices  as        plans  themselves  claim  that  erisa        na  Berg. 

If  the  ERISA  shield  should  go, 
BACKLASH  IN  TEXAS?  "health-care  plans  will  become 

viewed  as  a  deep-pockets  target, 
Texas  Senate  Bill  386  would  permit  malpractice  suits  against  HMOs:        says  Joel  Michaels,  a  Washington  at- 

  torney  whose  chents  include  the 

TARGETS  HMOs  and  other  managed-care  companies  offering  plans  not       American  Association  of  Health 
covered  by  the  federal  Employees  Retirement  Income  Security  Act  Plans.  And  that,  he  warns,  could 

GROUNDS  They  could  be  sued  for  negligence  when  their  members  suffer  t"ggfr  rate  increases.  But  a  little 
injury  or  death  when  being  treated  health-care  mflation  isn  t  likely  to 

  end  the  consumer  backlash  to  man- 

SIGNIFiCANCE  No  state  permits  malpractice  suits  against  HMOs  yet.         aged  care. 

Florida  Governor  Lawton  Chiles  vetoed  such  legislation  in  1996,  arguing         By  Stephanie  Anderson  Forest  in 
health-care  costs  would  soar  Dallas,  with  Mike  McNamee  in 

Washington  and  bureau  reports 
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By  Dean  Foust 

GREENSPAN  IS  RIGHT  TO  STAKE  OUT  WALL  STREET 


Time  was  when  a  Federal  Reserve 
chairman's  musings  about  the 
stock  market  were  almost  as  rare 
IS  sightings  of  Halley's  Comet.  But 
Jiese  days,  it  seems  Alan  Greenspan 
rets  about  overvalued  stock  prices 
whenever  he  opens  his  mouth. 

Greenspan's  sudden  candor  about 
lis  market  fears  has  generally  played 
Doorly  with  Con- 
gress and  Wall 
street.  Testifying  be- 
fore the  House  Bud- 
get Committee  on 
Mar.  4,  Greenspan 
ivas  criticized  by 
Representative  Jim 
Bunning  (R-Ky.)  for 
'jawboning"  the 
Tiarket.  Rosanne  M. 
3ahn,  an  economist 
for  Credit  Suisse 
First  Boston  Corp., 
blasts  Greenspan's 
'hubris"  for  thinking 
[le  can  analyze  stock 
prices  better  than 
the  experts:  "Why  is 
it  the  business  of 
the  chair  of  the 
Fed?" 

The  answer  is 
simple  and  com- 
pelling: The  market 
is,  increasingly,  a 

central  force  in  the  banking  system 
that  the  Fed  was  created  to  oversee. 
For  tens  of  millions  of  Americans, 
the  market — not  passbook  accounts 
or  money-market  funds — is  where 
they  stash  their  savings  for  retire- 
ment or  educating  the  kids.  It  is  a 
revolutionary  change — too  big  for 
the  central  bank  to  ignore. 
GOOD  MOVE.  That's  why  Greenspan 
has  piloted  the  Fed  into  new  wa- 
ters. The  chairman  insists  that  he 
would  never  raise  interest  rates 
solely  to  deflate  the  market.  But  he 
makes  it  clear  that  market  trends 
may  play  a  decisive  role  in  future 
Fed  rate  decisions.  And  this  impor- 
tant shift  in  the  Fed's  monetary  cal- 
culus is  wise. 

Consider  the  sheer  size  of  the  mar- 
ket. Before  the  1990s,  the  total  mar- 
ket capitalization  of  publicly-traded 
equities  averaged  48%  of  the  nation's 
gross  domestic  product.  It  reached  a 
peak  of  81%  in  1987 — ^just  before  the 
crash.  Today,  capitahzation  stands  at 


110%  of  GDP,  calculates  James  A. 
Bianco,  research  director  for  Arbor 
Ti-ading  Group  Inc.  in  Barrington,  111. 

And,  there  is  no  indication  that  the 
stock  market's  gi-owing  presence  in 
the  economy  will  fade.  For  one  thing, 
with  stock  prices  at  record  levels, 
companies  that  used  to  raise  funds 
by  borrowing  are  increasingly  issuing 


With  the  market  now  so  crucial  to  so  many, 
the  Fed  must  keep  a  cautious  eye  on  stocks 

GREENSPAN  TESTIFYING:  HIS  CANDOR  HAS  BEEN  BEDEVILING  THE  DOW 

stock  instead.  More  important  to 
Greenspan  are  the  millions  of  first- 
time  investors  racing  into  the  mar- 
ket. Today,  some  84  million  adults 
own  stocks,  double  the  rate  of  the 
late  1980s,  according  to  a  poll  by  Pe- 
ter D.  Hart  Research  Associates. 
Thi'ee-quarters  of  the  money  in  mu- 
tual funds  has  been  invested  since 
1990.  That  means  the  market's  vicis- 
situdes have  an  enor- 
mous impact  on  con- 
sumer behavior  and 
attitudes. 

Indeed,  Greenspan 
is  keeping  his  eye  on 
what  consumers  do 
with  their  newfound 
wealth.  The  Fed 
chau"man  has  been 
awaiting  evidence  of 
the  "wealth  effect" — 
the  economic  axiom 
that  consumers  will 
spend  some  3%  to  5% 
of  their  newfound 


WHERE  AMERICA'S 
MONEY  IS  PILING  UP 


STOCK  MARKET  LEVELS 
AS  PERCENT  OF 
GROSS  DOMESTIC 
PRODUCT 


wealth.  If  consumers  start  taking 
their  profits  out  of  the  market  and 
into  the  stores,  Greenspan  &  Co.  will 
be  right  there  watching.  At  the  first 
sign  of  such  an  inflationary  buying 
binge,  they'll  pounce.  It  wouldn't  take 
much:  Bianco  calculates  that  if  in- 
vestors spent  even  2%  of  their  gains 
since  199.5,  CDP  gi'owth  would  jump  a 
full  percentage 
point. 

CORRECTION.  The 

Fed  is  also  con- 
cerned about  the 
converse:  the  "loss- 
of-wealth  effect" 
from  a  sharp  mar- 
ket downturn.  In- 
vestors shaken  by  a 
mai'ket  rout  could 
pare  their  spend- 
ing— with  dire  con- 
sequences for  the 
economy.  Sung  Won 
Sohn,  chief  econo- 
mist for  Minneapo- 
hs'  Norwest  Corp., 
fears  that  a  steep 
20%  correction  could 
pare  consumer 
spending  by  $100 
billion  and  trigger  a 
recession. 

With  the  potential 
for  such  a  dramatic 
macroeconomic  effect,  Greenspan 
has  good  reason  to  be  watchful  of 
Wall  Street.  But  the  Fed  chairman 
shouldn't  try  to  micromanage  the 
level  of  the  market.  That's  not  his 
job.  Greenspan  himself  agrees.  "It 
would  be  most  inappropriate  if  in- 
deed that  is  what  I  was  doing,"  he 
said  in  a  speech  on  Mar.  5.  But  it  is 
appropriate  that  a  central  banker 
today  be  ready  to 
deal  with  the  econom- 
ic consequences  of  a 
soaring  or  plummet- 
ing market — and  to 
put  investors  on  no- 
tice. Right  now,  the 
market  is  the  wild 
card  in  the  economic 
deck — and  it  may 
well  determine  how 
Greenspan  plays  his 
next  hand. 
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Foust  covers  the 
Fed  in  Washington. 
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Conrail's  buyout  by  CSX 
and  Norfolk  Southern  may 
clear  the  way  for  a  pair 
of  coast-to-coast  giants 

The  bigger  they  get,  the  better 
they  get.  Seventeen  years  ago 
when  the  U.  S.  raih'oad  industiy 
was  dei'egulated,  some  40  sizable 
caniei's  lumbered  over  the  nation's  rails. 
Many  were  losing  money  or  barely  prof- 
itable, and  trucking  lines  were  stealing 
their  business  by  the  ton.  But  consoli- 
dation of  railroads  is  accelerating  like  a 
nmaway  locomotive — and  as  it  does,  the 
emerging  rail  giants  are  winning  back 
business.  Some  40.6%  of  intercity  fi-eight 
now  chugs  behind  locomotives,  up  ft'om 
35%  in  1978,  says  the  Association  of 
American  Railroads.  "You've  seen  the 
industry  really  stop  the  incredible  hem- 
on-haging . . .  the  massive  loss  of  shai'e  in 
tons  transported,"  says  Harvard  busi- 
ness school  Professor  Willis  Emmons. 

On  Mar.  8,  rail  consolidation  reached 
another  milestone.  Directors  of  Conrail 
Inc.  accepted  the  concept  of  a  plan  un- 
der which  the  big  Northeast  freight  line 
will  be  carved  up  by  csx  Corp.  and 
Norfolk  Southern  Coi-p.  That  will  leave 
just  foiu"  majoi-  U.  S.  raih-oads — and  will 
open  the  way  for  the  possibility  of  a  fi- 
nal consolidation  down  to  just  two  rail- 
roads, each  spanning  the  continent. 
Com-ail's  decision  to  accept  a  breakup 


came  after  pressure  from  Norfolk 
Southern  Chairman  David  R.  Goode. 
Until  he  came  along  with  counteroffers, 
the  onetime  government-owned  Cora'ail 
was  ready  to  sell  itself  intact  to  csx  in 
Richmond,  Va.  Now,  CSX  is  expected  to 
buy  Conrail  for  $10.3  billion,  about  $2 
billion  more  than  it  fu-st  planned,  then 
turn  around  and  sell  half  of  Conrail's 
routes  to  Norfolk  Southem. 

Shippers  are  pleased.  Soon,  two  ma- 
jor railroads — Norfolk  Southern  and 
CSX — will  compete  for  a  Northeast 
ft'eight  market  monopolized  by  Conrail 
since  it  was  created  in  1973  out  of  the 
bankrapt  Penn  Central  Ti'ansportation 
Co.  and  several  other  lines.  "If  you  end 
up  with  competing  I'ailroads,  shippers 
have  got  to  view  that  as  a  plus,"  says 
Edward  M.  Emmett.  president  of  the 
National  Industrial  Ti'ansportation 
League,  a  nationwide  organization  of 
more  than  1,000  shippers.  And  both 
lines  can  look  forward  to  increased  effi- 
ciency, since  they  will  be  able  to  reach 
customers  directly  instead  of  handing 
off  traffic  to  Conrail.  as  they  do  today. 
LOSERS,  TOO.  That  is,  if  Goode,  csx 
chief  .lohn  W.  Snow,  and  Conrail  man- 
agers can  work  out  the  final  details. 
Aside  from  divvying  up  routes,  they 
are  likely  to  take  several  other  steps 
aimed  at  assuring  increased  competi- 
tion— and  winning  the  seal  of  approval 
fi-om  the  Federal  Surface  Ti-ansporta- 
tion  Board.  For  instance,  they  may  set 
up  jointly  owned  terminal  railroads  in 
cities  such  as  New  York  and  Philadel- 


lor 


phia,  Conrail's  base.  Shippers  in  thos 
hubs  could  use  the  terminal  lines  t 
move  cargo  onto  both  earners. 

Certainly,  the  government  and  shij  ^ 
pers  ai'e  intent  on  keeping  the  orderly- 
and  mostly  beneficial — consolidation 
the  fi'eight  lines  on  track.  Mergers  hav 
increased  economies  of  scale  and  re 
duced  time-  and  money-wasting  handofi  ^ 
of  traffic  among  different  lines.  The  av 
erage  cost  of  moving  freight  ha 
plunged  about  24%  (or  .54%  in  inflation 
adjusted  tenns)  since  1981,  says  the  As 
sociation  of  American  Railroads. 

But  there  have  been  losers,  too 
Prices  in  regions  with  no  rail  competi 
tion  are  about  15%'  to  20%-'  higher  thai 
in  those  where  competition  exists,  say 
M.  Stuart  Blanton,  transportation  pro 
curement  manager  at  DuPont  Co.  Say; 
Blanton:  "You'd  be  hard-pressed  to  fin( 
any  major  shipper  who  doesn't  hav< 
that  concern."  Tetra  Technology  Inc., 
.$200  million-a-year  Woodlands  (Tex 
producer  of  road  salt,  has  reallocatec 
production  among  its  Western  plant; 
because  prices  are  so  much  higher  ai 
those  served  by  just  one  carrier 
"There's  no  way  the  railroads  will  oper 
ate  on  a  competitive  basis  unless  they'r 
told  to,"  says  Tetra  transportation  chie: 
James  F.  Jundzillo.  "I  wouldn't." 

The  key  question  is  what  lies  furthei 
down  the  track.  Some  industiy  analyst 
speculate  that  the  four  major  rail  carri 
ers  could  dwindle  to  just  two,  with  eacl 
of  the  remaining  Eastern  roads  joining 
one  of  the  huge  Western  lines — Bm-ling- 
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Northern  Santa  Fe  Corp.  (bnsf) 
Union  Pacific  Corp.  Those  giants 
•e  born  in  earlier  mergers  (Union 
ific  has  absorbed  Southern  Pacific), 
lior  officials  of  csx  privately  concede 
t  the  reworking  of  the  Eastern  sys- 
I  lays  the  groundwork  for  eventual 
iscontinental  deals, 
f  that  happens,  will  consolidation 
e  gone  too  far?  Plenty  of  shippers 
worried  about  dwindling  competi- 


tion, particularly  in  the  West.  The  Siu'- 
face  Ti'ansportation  Board,  which  over- 
sees rail  mergers,  was  so  worried  last 
year  about  consolidation  in  the  West 
that  it  made  Union  Pacific  Corp.  (up) 
rent  out  some  3,550  miles  of  track — a 
huge  grant  of  so-called  trackage 
rights — to  rival  bnsf  to  run  competing 
trains.  Othei-wise,  up  would  not  have 
been  allowed  to  push  ahead  with  its 
$5.4  billion  acquisition  of  the  Southern 
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HEADING  NORTHEAST 

The  deal-splitting 
Conrail's  routes 
between  the  two 
buyers-should  give 
-i  both  a  path  to  the 
^  big  urban  terminals 

Pacific  (SP)  line.  Even  so, 
some  critics  are  womed  that 
UP  won't  give  bnsf  full  ft-ee- 
dom  on  its  tracks,  "bnsf 
doesn't  own  it.  They  can 
leave  tomorrow,"  warns  Bar- 
ry A.  Williamson,  a  member 
of  the  Texas  Railroad  Com- 
mission, which  fought  the 
merger  of  UP  and  SP.  Some 
shippers  can  go  back  to  the 
tracks,  but  producers  of  such 
bulk  goods  as  coal  and  salt 
have  no  alternative. 
ROUND  THE  BEND.  In  the  past 
three  years,  battles  to  re- 
make tlie  system  have  rivaled  the  duel- 
ing of  the  rail  barons  of  the  late  1800s. 
Critics  ranging  ft-om  the  Texas  Raih-oad 
Commission  to  the  Justice,  Agriculture, 
and  Ti-ansportation  Depts.,  along  with 
sliipper  gi'oups,  were  blistering  in  their 
criticism  of  the  up-sp  pact  last  year,  for 
instance.  After  the  Western  deals,  some 
critics  lobbied  for  extensive  changes, 
even  suggesting  that  earners  be  forced 
to  open  all  lines  to  all  competitors — 
much  as  interconnecting  natural-gas  sys- 
tems carry  one  another's  products. 
"Let's  refi-ame  the  debate  to  shippers' 
rights,"  says  John  T.  Estes,  head  of  the 
Coalition  for  Competitive  Rail  Ti-ans- 
portation,  a  shipper  gi'oup. 

Such  notions  send  rail  execs  round 
the  bend.  Policing  such  a  system,  they 
say,  would  mean  reviving  aggressive 
Washington  oversight — which  died  in 
1995,  along  with  the  Interstate  Com- 
merce Commission.  "It's  an  effort  to 
reregulate  the  railroad  industry,  and  it 
would  put  us  right  back  into  the  1970s, 
when  everybody  was  going  down  the 
tubes,"  charges  up's  Davidson. 

But  if  the  Eastern  rail  network  comes 
together  as  Goode  suggests,  rail  execs 
and  shippers  alike  will  have  plenty  to  be 
happy  about.  Soon  enough,  they  may  get 
the  chance  to  fret  over  how  transconti- 
nental competition  will  shake  up  the  sys- 
tem anew.  Meanwhile,  in  the  East,  the 
coming  competition  between  the  CSX  and 
Norfolk  SoutheiTi  systems  looks  like  the 
light  at  the  end  of  a  very  long  timnel. 
By  Joseph  Weber  in  Philadelphia 
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LEGAL  BATTLES 


BIG  BLUE  IS  OUT  TO  COLLAB 
SOFTWABE  SGOFFLAWS 

It's  policing  what  it  says  is  rampant  patent  infringement 


Big  Blue  holds  more  software 
patents  than  any  other  company 
in  the  world.  That's  great  for  brag- 
ging rights,  but  it  does  little  for  the 
bottom  hne.  Now,  however,  ibm  sees 
money  in  that  trove  of  intellectual  prop- 
erty— and  its  efforts  to  col- 
lect are  making  other  soft- 
ware companies  hopping  mad. 

Lawyers  for  Big  Blue  are 
seai'ching  for  software  compa- 
nies that  it  says  should  be 
paying  royalties  but  aren't. 
Over  the  past  several  months, 
IBM  has  been  quietly  pursuing 
patent  claims  against  such 
well-known  software  compa- 
nies as  Oracle,  Computer  As- 
sociates, Adobe  Systems,  Autodesk,  In- 
tuit, and  InfoiTTux.  ibm  is  also  pressing  a 
software  claim  against  computer  maker 
Sequent  Computer  Systems  Inc. 

So  far,  no  lawsuits  have  been  filed, 
but  software  companies  aren't  waiting. 
Several  of  them  are  launching  a  pre- 
emptive strike,  hiring  vSilicon  Valley's 
star  litigator,  Gary  L.  Reback,  a  part- 
ner at  Wilson  Sonsini  Goodrich  & 
Rosati.  Two  years  ago,  Reback  took  on 
Bill  Gates.  Representing  a  handful  of 
Silicon  Valley  companies,  he  unsuccess- 
fully tried  to  get  the  Justice  Dept.  to 
broaden  an  antitrust  investigation  of 
Microsoft  Corp. 

COUNTERATTACK.  Now,  Reback  is  hur 
ing  charges  against  IBM  similar  to  those 
he  leveled  at  Microsoft,  "ibm 
shows  up  the  same  way  someone 
might  demand  protection  money," 
he  says.  Officials  at  the  compa- 
nies confirm  that  ibm  has  contact- 
ed them,  but  most  refuse  to  talk 
publicly. 

Collecting  the  patent  royalties 
could  add  millions  to  ibm's  net 
profits.  In  1995 — the  last  year  ibm 
released  figures — the  company 
took  in  $650  million  fi'om  royalties 
on  all  patents,  software  and  hard- 
ware alike.  Insiders  say  that  se- 
nior managers  believe  IBM  could 
collect  $1  billion  a  year  from  its 
patents. 

The  software  makers  that  have 
been  contacted  by  ibm  (table) 
aren't  yet  willing  to  help  Big  Blue 


reach  that  goal.  They  maintain  that  a 
lot  of  software  patents — ibm's  includ- 
ed— are  too  broad  and  never  should 
have  been  issued,  ibm's  pursuit  of  roy- 
alties, they  argue,  is  an  abuse  of  a 
patent  system  that  is  too  lax  and  does 


SHOW  ME  THE  MONEY 

Insiders  say  senior 
execs  think  IBM 
could  earn 
$1  billion  a 
year  from 
royalties 


it 


WHERE'S 
MY  CUT? 

IBM  has  the 
world's  largest 
portfolio  of 


not  require  an  applicant  to  really  pro\ 
that  the  software  invention  is  unique 
IBM  contends  it's  just  trying  to  pn 
tect  its  intellectual  property  and  get 
fair  return  on  the  $5  billion  yearly  ta 
it  runs  up  on  research  and  develo] 
ment.  "What  Gary  Reback  is  asking  i 
to  do  is  provide  an  r&d  subsidy  to  oi 
competitors,  and  we  won't  do  that 
says  Marshall  C.  Phelps  Jr.,  ibm's  a 
torney  in  charge  of  intellectual  pro] 
erty  and  licensing. 

When  IBM  strikes  a  royalty  agree 
ment,  it  collects  1%  to  5%  of  the  reta 
price  of  a  product  using  the  covere 
technology.  That's  a  sliding  scale  d( 
pending  on  the  number  of  patents  ii 
volved.  If  IBM  can  collect  royalties  froi 
those  companies  using  its  approximate 
ly  2,500  U.  S.  software  patents,  it  coul 
reap  almost  as  much  from  software  s 
the  $200  million  in  royalties  it  get 
from  PC  makers.  Reback  says  he  wh 
told  IBM  asked  one  software  make 
to  pay  $30  million  to  $40  million 
year. 

COSTLY  PRECEDENTS?  Indeed,  som 
folks  in  the  computer  and  softwar 
businesses  fear  that  the  whole  industr 
could  wind  up  paying  a  1%  to  5%  ta 
to  IBM.  "It's  hard  to  be  in  the  compui 
rng  business — hardware  or  software- 
and  not  infringe  on  a  couple  of  doze 
IBM  patents,  if  not  more,"  says  Gre 
Aharonian,  a  patent  consultant.  Meai 
while,  other  technology  companies  ar 
following  IBM's  lead.  Says  Richard  P 
McGinn,  president  of  Lucent  Technoic 
gies  Inc.:  "We've  seen  IBM  become  muc 
more  aggressive,  and  we  are,  too." 

IBM  has  patented  everything  fi-om  th 
software  to  automatically  return  the  cui 
sor  to  the  start  of  the  next  hne  on 
computer  screen  to  a  state-of-the-ai 
Q  vims-detection  progi'am.  So  far,  it  ha 
^<S)  made  claims  against  companies  by  ir 
voking  patents  including  a  spel 
check  function  and  techniques  fi 
how  a  database  program  handle 
nn    ro     ■    •  queries  and  ixins  on  so-called  para 

_ri____  ^-il^-!.^^   lel-processing  computers. 
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Software  companies  aren't  e; 
ger  to  settle.  Intuit  Inc.,  for  on* 
rejected  a  patent  license  deal  th;i 
IBM  offered.  Some  companies  ai' 


software  patents        Mainframe  Utilities  afraid  that  paying  now  will  set 

'  precedent,  making  it  harder  to  sa 

INFORMIX/Database  ^  ^ 


which  has  brought 
it  prestige  but  not 
much  cash.  Now, 
it's  quietly 
pursuing  patent 
claims  against  a 
slew  of  companies 
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Parallel  Computers 
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no  later.  "If  we  sign  up  wdth  ii:: 
today,  then  what  happens  in  thiv 
or  five  years,  when  the  paten 
agi'eement  expires?"  asks  OracI 
Corp.  patent  attorney  Allen  Wag; 
ner  With  all  the  skirmishing  tha' 
lies  ahead,  this  dispute  is  still  i 
Version  1.0. 

By  Ira  Sager  in  New  Yor, 
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'        transistor,  Bell  Labs  '4? 

I 


CHIP  off  the  old  block. 

(couldn't  resist) 


56  Kbps  modem  chip  set.  Bell  Labs'97 


nvented  transistor  fifty  years  ago.  Made  modern  electronics  possible  (TVs,  radios,  computers 
ell  phones,  foot  massagers,  etc.).  New  Bell  Labs  innovation:  56  Kbps  modem  chip  set  from  our 
■licroelectronics  Group.  Can  make  Internet  access  twice 
IS  fast  over  regular  phone  lines.  (Think  ]et-powered 
urfing  on  Net.)  Seven  of  top  ten  modem  makers 
ilready  use  our  chips.  (Expect  other  three  to  call 
my  moment.)  To  learn  more,  check  our  Web  site. 
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SOFTWARE 


OF  MICE 

AND  MICROSOFT 

How  Citrix'  overnight  success  turned  so  sour  so  fast 

Dancing  with  an  elephant  is  tricky 
in  the  best  of  circumstances.  Danc- 
ing with  an  elephant  that  changes 
course  on  a  dime  can  be  dowm-ight  haz- 
ardous. Just  ask  Edward  E.  lacobucci, 
chairman  of  Citnx  Systems  Inc.  in  Fort 
Lauderdale,  Fla.  The  software  company 
saw  revenues  triple  to  $45  million  last 
year  fi-om  just  $15  million  in  1995.  At  its 
peak  last  year,  the  company  had  a  mar- 
ket cap  of  nearly  $1.5  billion.  Most  of 
that  amazing  performance  was  based 
on  a  relationship  with  Microsoft  Corp. 
that  came  down  to  this:  Microsoft  en- 
dorsed Citrix  technology  that  lets  a 
dozen  or  more  computers  share  Win- 
dows programs  running  on  a  central, 
netwoi'ked  computer.  With  the  software 
giant's  blessing,  Citjix  was  golden. 

The  meriy  dance  ended  on  Feb.  26, 
when  Citrix  announced  that  Microsoft 
was  considering  adding  featiu'es  to  new 
versions  of  Windows  to  do  part  of  what 
Citrix'  products  do.  With  Citrix'  Mi- 
crosoft relationship  in  question,  investors 
fied  and  the  stock  plummeted  60%  on 
Feb.  27,  to  lOX  from  26'/.  On  rumors 
of  a  Microsoft  rift,  it  already  had  fallen 
nearly  $6  a  share  earlier  that  week.  Cit- 
rix' market  capitalization  biiefly  dropped 
below  $2.50  million. 

FRIEND  OF  BILL.  What's  surprising  is 
that  the  market  was  so  sui'prised.  After 
all,  the  reliance  on  Microsoft  was  hsted 
prominently  among  "risk  factors"  in 
public  disclosures  made  in  connection 
with  Citrix  stock.  The  documents  even 
alerted  investors  to  the  possibility  of 
Microsoft  becoming  a  major  competitor 
"They  were  clear,  to  my  knowledge, 
that  Microsoft  inight  end  up  with  a  sim- 


HORNING  IN? 

"Microsoft 
is  a  big  enough 
company 
that  it  can  do 
anything 
it  wants 
when  it 
wants  to" 

— Edward  lacobucci 


ilar  technology,"  says  James  E.  Allchin, 
a  Microsoft  senior  vice-president. 

Part  of  what  may  have  lulled  Citrix 
investors  into  a  sense  of  security  was 
lacobucci's  histoiy  with  Microsoft  Chau'- 
man  WiUiam  H.  Gates  III.  lacobucci 
says  he  worked  with  Microsoft  "when 
Microsoft  was  smaller  than  Citrix."  Be- 
fore starting  Citrix  in  1989,  lacobucci 
worked  for  11  years  at  IBM  and  headed 
the  IBM-Microsoft  team  that  developed 
the  OS/2  operating  system.  Gates  even 
wrote  the  foreword  to  lacobucci's  0S/.> 
Programmers  Guide.  Microsoft  was  an 
early  investor  in  Citrix,  owned  6.8%  of 
its  shares,  and  had  a  board  seat. 

All  that  meant  little  when  it  came 
down  to  business:  Citrix  was  sei-ving  a 
market  that  Microsoft  figured  it  needed 
to  be  in.  Citrix  products  allowed  cus- 
tomers to  hook  up  all  sorts  of  comput- 
ers— including  Macintoshes  and  stripped- 
down  "network  computers" — to  servers 


THE  SAGA  OF  SOFTWARE  SUPPLIER  CITRIX:  ITS  RISE  AND  FALL 


APR.  1989 


Citrix  Sys- 
tems is  co-founded  by  IBM 
software  veteran  Edward  E. 
lacobucci. 


0EG:1991 


Microsoft 
buys  stock  and  places  a 
director  on  the  board.  It 
eventually  invests  $2.4  mil- 
lion before  Citrix  goes  public. 


DEC.  1995 


Citrix  goes 
public  at  $15  a  share, 
netting  $39  million.  Its 
market  cap  peaks  at  $1.5 
billion. 


include  competing  technolo 
gy  in  Windows. 


FEB.  26,  1997 


A  Citrix 
announcement  causes 
investors  to  worry  that 
Microsoft  is  about  to 
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that  let  them  use  Windows  or  Window 
NT  programs. 

Microsoft  says  it  began  exploring  U: 
development  of  such  "multi-user  cap; 
bility"  because  customers  were  askin 
for  it.  Microsoft  blessed  the  Citrix  a] 
proach  so  customers  could  get  immt 
diate  gi-atification.  But,  says  Allchin, 
"was  just  a  question  of  time"  befor 
Microsoft  would  develop  its  own  proc 
uct.  Coming  now,  th 
timing  is  sooner  tha 
the  market  had  ar 
ticipated,  say 
Thomas  C.  Offut 
vice-president  o 
business  developmen 
for  Wyse  Technolog 
Inc.,  a  network-com 
puter  maker  anc 
strategic  partne 
vdth  Citrix. 

Citrix  still  has  ; 
business,  with  Mi 
crosoft's  own  versioi 
months  or  perhap: 
years    away,  say 
Chip  Gliedman,  dii'ec 
tor  of  research  for  technology  consul 
tants  Giga  Information  Group  Inc 
"Eveiy  company  that  has  made  its  liviiit 
extending  Microsoft's  capability  has  ha( 
to  learn  to  dance  between  the  feet  n 
the  elephant,"  he  says.  "I'm  not  wiitini 
Citrix  off,  and  I'm  advising  our  client; 
who  are  deploying  Citiix  not  to  do  so." 
UNDEAD.  Indeed,  addressing  industry 
analysts  at  a  Robertson,  Stephens  ^.V 
Co.  technology  conference  the  day  aftei 
the  announcement,  lacobucci  borrow(  ( 
a  line  from  Mark  Twain,  assuring  in 
vestors:  "The  reports  of  my  death  ha\  ( 
been  greatly  exaggerated."  Citrix,  Ik 
points  out,  has  licensing  agreement- 
with  Microsoft  and  other  strategic  part 
ners,  $137  million  in  cash,  and  no  delit 
And  while  Microsoft  plans  to  build 
more  components  into  Windows  that 
make  multi-user  and  remote-user  ca-i 
pability  possible,  both  lacobucci  and  I 
Allchin  point  out  that  the  software  gi 
ant  may  license  some  tech- 
nology from  Citrix  in  it> 
multiuser  progi'amming.  "Mi- 
crosoft is  a  big  enough  com- 
pany that  it  can  do  anythini; 
it  wants  when  it  wants  td." 
lacobucci  says.  "The  fact  that 
we're  still  here  [negotiating  1 
bodes  well."  Indeed,  that  - 
what    happens    when  ymi 
dance  with  elephants.  You 
get   crushed — or  learn  to 
dance  faster. 

By  Gail  DeGeorge  iv  Mia- 
mi, with  bureau  reporis  | 


36  BUSINESS  WEEK  /  MARCH  17,  1997 


'H  OUK  POLItVHOlDDH!.  Wt  »Rt  tNCACED  IN  A  GRIAI  MUTUAL  LN  ri  RNllii   1  r       I.IUAI  MCAUSl  HSl.tkS  lO  nU  VtN  I  UIU'I'I  INl,  INIUIUISAND  DLAIH  Bl  RIMC.VINU  THI  CAUMS.H  HOMI   HlullWAY  AND  WORK  ACCIDENTS,  l_r 


Liberty  Mutual  is  committed  to  reducing  the  impact  oi  low  back  pain,  so  someone 
like  Joe  won't  miss  work,  or  the  occasional  piggyback  ride  with  daughter  Lisa. 
At  our  research  center  we  analyze  how  x'ariations  in  bending  habits  can  atfect  the 
risk  of  low  back  pain.  Our  research  has  led  to  mnovative  products  like  ComputaskT 
a  software  program  we  use  to  ex  aluate  workplace  tasks  and  help  recommend  ways 
to  ensure  that  Joe  and  daughter  Lisa  live  safer,  more  secure  lives. 

LIBERTY 

3^     Theirli  more  iiilorinal ion  n'c  ()  like  to  ohare.  So  pleaoe  call  John  Ryan  MUTUAL 
at  (617)  "^T-i-iS-i'J  or  i't.iit  our  Hrknte  at  http://u-iv\v.lil'ert\/iniiiiial.eoni     "^K^  jreeJom  of  IjiheT^ 
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COIVIIVIENTARY 

By  Greg  Burns 


MCDONALD'S:  NOW,  IT'S  JUST  ANOTHER  BURGER  JOINT 


Viewed  from  McDonald's  Corp.'s 
insular  corporate  campus  in  Oak 
Brook,  111.,  the  new  plan  to  sell 
Big  Macs  and  McMuffins  for  55c 
made  perfect  sense.  After  all, 
declining  same-store  sales  in  the 
U.  S.  were  the  chain's  most  glaring 
weakness.  What  better  way  to  put 
some  sizzle  in  the  top  line  than  a 
bold  pocketbook  appeal? 

Well,  McDonald's  executives 
should  have  realized  there  is,  in 
fact,  a  better  way.  But 
apparently  they  took  no 
notice  of  the  fallout 
when  Philip  Morris  Cos. 
announced  deep  cuts  on 
"Marlboro  Friday" — or  of 
last  year's  "Grape  Nuts 
Monday,"  when  the  Post 
unit  of  Ki-aft  Foods  kicked 
off  a  cereal  price  war.  Pi'e- 
dictably,  "Hamburger 
Wednesday"  on  Feb.  26 
sent  investors  on  a  Big 
Mac  attack,  slicing  9%  off 
McDonald's  share  price  in 
thi-ee  days  and  dragging  ri- 
val fast-food  issues  down 
with  it.  "It  looks  almost  des- 
perate," says  Piper  Jaffray 
Inc.  analyst  Allan  F.  Hickok 
of  the  55^  come-on.  Adds  Damon 
Bnmdage  of  Nat  West  Securities 
Corp.:  "They  have  transfonned  one 
of  the  gTeat  brands  in  American 
business  into  a  commodity." 
GIMMICK.  McDonald's  executives 
compounded  the  damage  by  remain- 
ing silent  for  days  while  disaffected 
franchisees  squawked.  Although 
most  eventually  voted  to  approve 
the  plan —  some  urban  operators, 
whose  prices  are  always  higher,  vot- 
ed no — the  stock  leveled  off  5%  be- 
low its  recent  average.  That  should 
be  a  lesson  for  all  companies  trying 
to  hit  home  runs  on  Wall  Street 
when  base  hits  on  Main  Street  are 
in  order  McDonald's  brass  should 
have  articulated  a  comprehensive 
U.  S.  strategy:  Investoi's  need  to 
know  the  chain  has  a  better  re- 
sponse to  sluggish  domestic  sales 
and  stiffer  competition  from  rival 
Burger  King  Corp.  than  starting  a 
new  price  war. 

As  it  stands,  investors  and  fran- 


chisees have  good  reason  to  worry: 
The  55(2  sandwich  deal  seems  hkely 
to  cheapen  the  brand  and  erode  fu- 
ture earnings  power.  Meantime, 
Burger  King  continues  to  play  the 
discount  game  adroitly  with  99(? 
sand^'  ich  deals:  Its  marketing  efforts 
1         'en  superior,  and  consumei's 
sa,        bod  simply  tastes  better 
1        ory,  McE     Id's  plan  will  pay 


THE  DISCOUNT  DIP 


DATA:  BLOOMBERG  FINANCIAL  MARKETS 


off  because  customers  only  get  the 
discount  if  they  buy  a  drink  and  pota- 
toes, too.  Yet  that  gimmick-within-a- 
gimmick  thi-eatens  to  undenriine 
pricier  "Extra  Value  Meals,"  one  of 
the  chain's  most  successful  recent 
marketing  initiatives.  Consumers  ex- 
pecting cut-rate  combos  won't  go 
back  to  paying  full  price,  especially  if 
other  fast-feeders  discount  their  pack- 
age deals.  And  McDonald's  will  have 
to  push  hard  to  make  the  55c  deal 
pay.  Same-store  sales  will  need  to  rise 
by  more  than  2%,  fi'anchisees  and  an- 
alysts estimate — a  tough  challenge 


That  promotion 
has  cheapened 
a  great  American 
brand  name 


for  a  chain  that  probably  was  heading 
for  another  down  year  in  the  U.  S. 

There's  a  better  way  to  boost  sales 
long  tei-m.  First,  McDonald's  needs  to 
slow  an  overly  aggi'essive  U.  S.  unit- 
expansion  plan.  In  a  drive  for  mai-ket 
share,  the  chain  added  1,130  units  in 
'95  and  an  additional  726  in  '96.  But 
cannibalization  has  weakened  some 
older  units,  and  newer  ones  aren't 
generating  enough  volume.  McDon- 
ald's has  been  sending  mixed  signals, 
saying  it's  backing  off  but 
also  hinting  it  will  open  as 
many  as  720  new  stores  in 
'97  and  bring  the  U.  S. 
total  to  nearly  13,000.  To 
restore  investor  confi- 
dence, it  must  present  a 
coherent  strategy  for  new 
constniction.  McDonald's 
also  needs  to  correct  a 
key  misstep  of  '96:  The 
much-criticized  launch 
of  "Deluxe"  sandwiches. 
The  high-priced  Line's 
anti-kid  advertising  turned 
off  the  chain's  most  impor- 
tant customers. 
GUMMY  BUNS.  More  fundamen- 
tally, McDonald's  needs  to  bur- 
nish its  marketing  and  brand- 
building  efforts.  McDonald's  is 
capable  of  making  great  ads,  and  it 
enters  1997  with  a  new  effort  froin 
its  longtime  ad  shop  Leo  Bumett  Co. 
and  with  Walt  Disney  Co.  as  a  mer- 
chandising partner  Sui'ely,  opportuni- 
ty knocks. 

To  take  advantage  of  that  opportu- 
nity, McDonald's  must  address  its 
biggest  weakness:  The  ciuality  of  its 
food  has  slipped  behind  that  of  Biu'g- 
er  King  and  Wendy's.  Those  new 
buns  taste  ginnmy.  How  about  going 
back  to  toasting  them?  And,  please, 
add  the  lettuce  and  tomato  at  the 
last  minute  instead  of  letting  them 
uilt  on  a  hot  patty.  Franchisees  say 
McDonald's  USA  Chairman  Jack  M. 
Greenberg  made  one  concession  re- 
cently, telling  them  it's  OK.  to  season 
the  burgei-s  again.  Let's  hear  it  for 
fewer  price  cuts  and  more  salt  and 
pepper 

Chicago  Correspondent  Bums  cov- 
ers McDonalds  Corp. 
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REE  for  a  Limited  Time. .  A  CD  ROM  Previmv  of 

rhe  Top  New 
Data  Warehousing 
Software 


Wlien  20(1000  IS  managers  were  asked  to 
cli(x>se  the  top  software  for  data  ivarehousing, 
their  answer  had  afamilkir  ring: 

SAS"  software  from  SAS  Institute. 

As  the  only  end-to-end  solution  for  rajml  data 
warehousing,  SAS  software  delivers  everything 
you  need  to  manage,  organize,  and  exjiloit  yoiu' 
business  data.  The  tools  you 
use  to  huild  a  data  ware- 
house are  the  same  ones  usetl 
to  maintain  it...nm  it... and 
cliange  it.  And  what's  more, 
eveiytliing's  scalal>le.  Jump 
riglit  into  your  enteii)iTse- 
wide  infonnation  delivery 
applications. ..or  stai1  small 
and  huild  on  yoiu*  success.  ' '  '  ' 

SAS  softwai'e  doesn't  consiune  overhead  for 
datid>ase  feaUuvs  you  don't  need.  And  once  you 
have  data  in  the  warehouse,  you'll  find  everytliing 
you  need  for  data  (piei-y  and  re])oi1rng,  OIAP/ 
multi-dimensional  iuialysis,  data  mining,  datiil)ase 
nuu  keting,  data  visuidization,  and  much  more. 


Datamation 


Product 

"/""■Year 


DATAMATION 


PRODUCT 

OF  THE 

YEAR  1996 


Institute. 


Software 


fJ\/ 


SAS  Institute 

Software  for  Successful  Decision  !\/laking 

Phone  919.677.8200     In  Canada  1. 800. :i6;5. 8397 

Yon  can  also  request  yonr  free  CD  ROM  by  visiting 
IIS  on  the  World  Wide  Weh  at  http://>v^w.sas.coni/ 


E-mail:  bw@sas.com 


Decision 


Making. 


SAS  IS  a  registered  trademark  of  SAS  Institute  Inc   Copyright  c  /997  by  SAS  Institute  Inc. 


You'd  give  your  life  for  them. 
But  that's  not  what  they  want. 

They  just  want  you 
to  stay  healthy. 


The  fact  is,  you  could  be 
at  risk  of  having  a  first  heart  attack, 
if  you  have  high  cholesterol. 

PRAVACHOL  is  proven  to  help 
prevent  a  first  heart  attack. 


PRAVACHOL  is  the  only 
:holesterol-lowering  drug 
3f  its  kind  proven  to  help 
3revent  a  first  heart  attack. 
\nd  the  grim  fact  of  the 
natter  is,  up  to  33%  of 
people  do  not  survive  their 
First  heart  attack. 
Improving  your  diet 
and  exercise  is  important, 
but  may  not  be  enough. 
So,  ask  your  doctor  about 
Pravachol.  It  may  help  you 
live  a  longer,  healthier  life. 


Pravachol,  when  used  with 
diet,  is  proven  to  reduce  the  risk 
of  a  first  heart  attack,  lower  the 
risk  of  death  from  heart  disease, 
and  lessen  the  risk  of  heart 
surgery,  based  on  a  new  landmark 
five-year  study  including  over 
6,500  males  with  high  cholesterol 
and  no  evidence  of  heart  disease. 
Pravachol  is  a  prescription  drug, 
so  you  should  ask  your  doctor 
or  healthcare  professional  if 
Pravachol  is  right  for  you.  Some 
side  effects,  such  as  slight  rash 
or  m\\d  stomach  upset,  occur 
in  about  2-4%  of  patients. 
Pravachol  should  not  be  taken 
by  women  who  are  pregnant  or 
nursing,  people  who  are  allergic 


to  any  of  its  ingredients  or  by 
anyone  with  liver  disease.  Your 
doctor  may  perform  blood  tests 
to  check  your  liver  function 
before  and  during  treatment. 
Tell  your  doctor  right  away  if  you 
experience  any  muscle  pain  or 
weakness,  as  it  may  be  a  sign  of 
a  rare,  but  serious  side  effect.  Be 
sure  to  mention  any  medications 
you  are  taking  so  any  possible 
serious  drug  interactions  can  be 
avoided.  Please  see  important 
information  on  the  next  page. 


PI»CHOt 

pravastatin  sodium 


Visit  our  Web  site  at  www.prnv.ichoLcom 


Ask  your  doctor 
if  Pravachol  is  right  for  you  or  call 

1-800-PREVENT 


PRAVACHOL  helps  prevent  first  heart  attacks. 

©1996  Bristol  Myers  Squihli  t 


PRAVACHOL 

Pravastatrn  Sodium  Tablets 

CONTRAINDICATIONS:  Hypersensitivity  to  any  component  ol  this  medication  Active  liver  (Jisease  or 
unexplained,  persistent  elevations  in  liver  function  tests  (see  WARNINGS)  Pregnancy  and  lactation 
Atherosclerosis  is  a  chronic  process  and  discontinuation  of  lipid-lowering  drugs  during  pregnancy  should 
have  little  impact  on  the  outcome  of  long-term  therapy  of  primary  hypercholesterolemia  Cholesterol  and 
other  products  of  cholesterol  biosynthesis  are  essential  components  for  fetal  development  (including 
synthesis  of  steroids  and  cell  membranes)  Since  HMG-CoA  reductase  inhibitors  decrease  cholesterol 
synthesis  and  possibly  the  synthesis  of  other  biologically  active  substances  derived  from  cholesterol,  they 
may  cause  fetal  harm  when  administered  to  pregnant  women  Therefore,  HMG-CoA  reductase  inhibitors  are 
contraindicated  duiing  pregnancy  and  in  nursing  mothers  Pravastatin  sliould  be  administered  to  women 
of  childbearing  age  only  when  such  patients  are  highly  unlikely  to  conceive  and  have  been  intormed 
ol  the  potential  hazards.  If  the  patient  becomes  pregnant  while  taking  this  class  of  drug,  therapy  should  be 
discontinued  and  the  patient  apprised  of  the  potential  hazard  to  the  fetus  WARNINGS:  Liver  Enzymes  — 
HMG-CoA  reductase  inhibitors,  like  some  other  lipid-lowering  therapies,  have  been  associated  with 
biochemical  abnormalities  of  liver  function.  Increases  of  serum  transaminase  (ALT,  AST)  values  to  more  than 
3  times  the  upper  limit  of  normal  occurring  on  2  or  more  (not  necessarily  seguential)  occasions  have  been 
reported  in  1.3%  of  patients  treated  with  pravastatin  in  the  US  over  an  average  period  of  18  months  These 
abnormalities  were  not  associated  with  cholestasis  and  did  not  appear  to  be  related  to  treatment  duration 
In  those  patients  in  whom  these  abnormalities  were  believed  to  be  related  to  pravastatin  and  who  were 
discontinued  from  therapy,  the  transaminase  levels  usually  fell  slowly  to  pretreatment  levels  These 
biochemical  findings  are  usually  asymptomatic  alttiough  worldwide  experience  indicates  that  anorexia, 
weakness,  and/or  abdominal  pain  may  also  be  present  in  rare  patients  It  is  recommended  that  liver 
function  tests  be  performed  before  the  initiation  of  treatment,  at  6  and  12  weeks  after  initiation  of 
therapy  or  elevation  in  dose,  and  periodically  thereafter  (e.g.,  semiannually).  Patients  who  develop 
increased  transaminase  levels  should  be  monitored  with  a  second  liver  function  evaluation  to  confirm  the 
finding  and  be  followed  thereafter  with  frequent  liver  function  tests  until  the  abnormality(ies)  return  to  normal 
Should  an  increase  in  AST  or  ALT  of  three  times  the  upper  limit  of  normal  or  greater  persist,  withdrawal  of 
pravastatin  therapy  is  recommended  Active  liver  disease  or  unexplained  transaminase  elevations  are 
contraindications  to  the  use  of  pravastatin  (see  CONTRAINDICATIONS)  Caution  should  be  exercised  when 
pravastatin  is  administered  to  patients  with  a  history  of  liver  disease  or  heavy  alcohol  ingestion  (see 
CLINICAL  PHARMACOLOGY:  Pharmacokinetics/Metabolism)  Such  patients  should  be  closely  monitored, 
started  at  the  lower  end  of  the  recommended  dosing  range,  and  titrated  to  the  desired  therapeutic  effect. 
Skeletal  Muscle  —  Rare  cases  of  rhabdomyolysis  with  acute  renal  failure  secondary  to 
myoglobinuria  have  been  reported  with  pravastatin  and  other  drugs  in  this  class.  Uncomplicated 
myalgia  has  also  been  reported  in  pravastatin-trealed  patienis  (see  ADVERSE  REACTIONS)  Myopathy, 
defined  as  muscle  aching  or  muscle  weakness  in  conjunction  with  increases  m  creatine  phosphokinase  (CPK) 
values  to  greater  than  10  times  the  upper  normal  limit,  was  rare  (<-  0  1%)  in  pravastatin  clinical  trials 
Myopathy  should  be  considered  in  any  patient  with  diffuse  myalgias,  muscle  tenderness  or  weakness,  and/or 
marked  elevation  of  CPK  Patients  should  be  advised  to  report  promptly  unexplained  muscle  pain,  tenderness 
or  weakness,  particularly  if  accompanied  by  malaise  or  fever  Pravastatrn  therapy  should  be  discontinued 
if  markedly  elevated  CPK  levels  occur  or  myopathy  is  diagnosed  or  suspected.  Pravastatin  therapy 
should  also  be  temporarily  withheld  in  any  patient  experiencing  an  acute  or  serious  condition 

Rredisposing  to  the  development  ot  renal  failure  secondary  to  rhabdomyolysis,  e.g.,  sepsis; 
ypotension;  major  surgery;  trauma;  severe  metabolic,  endocrine,  or  electrolyte  disorders;  or 
uncontrolled  epilepsy.  The  risk  of  myopathy  during  treatment  with  another  HMG-CoA  reductase  inhibitor  is 
increased  wilh  concurrent  therapy  with  either  erythromycin,  cyclosporine,  niacin,  or  fibrates  However,  neither 
myopathy  nor  significant  increases  in  CPK  levels  have  been  observed  in  three  reports  involving  a  total  of  100 
post-transplant  patients  (24  renal  and  76  cardiac)  treated  tor  up  to  two  years  concurrently  with  pravastatin 
10-40  mg  and  cyclosporine  Some  ol  these  patients  also  received  other  concomitant  immunosuppressive 
therapies  In  one  single-dose  study,  pravastatin  levels  were  found  to  be  increased  in  cardiac  transplant 
patients  receiving  cycrosporine.  Further,  in  clinical  trials  involving  small  numbers  of  patients  who  were  treated 
concurrently  with  pravastatin  and  niacin,  there  were  no  reports  of  myopathy  Also,  myopathy  was  not  reported 
in  a  trial  of  combination  pravastatin  (40  mg/day)  and  gemfibrozil  (1200  mg/day),  although  4  of  75  patients 
on  the  combination  showed  marked  CPK  elevations  versus  one  of  73  patients  receiving  placebo  There  was 
a  trend  toward  more  frequent  CPK  elevations  and  patient  withdrawals  due  to  musculoskeletal  symptoms  in 
the  group  receiving  combined  treatment  as  compared  with  the  groups  receiving  placebo,  gemfibrozil,  or 
pravastatin  monotherapy  (see  PRECAUTIONS:  Drug  Interactions)  The  use  ol  fibrates  alone  may 
occasionally  be  associated  with  myopathy.  The  combined  use  ol  pravastatin  and  librates  should  be 
avoided  unless  the  benefit  of  further  alterations  in  lipid  levels  is  likely  to  outweigh  the  increased  risk 
ol  this  drug  combination.  PRECAUTIONS:  General  —  Pravastatin  may  elevate  creatinine  phosphokinase 
and  transaminase  levels  (see  ADVERSE  REACTIONS)  This  should  be  considered  in  the  differential  diagnosis 
of  chest  pain  in  a  patient  on  therapy  with  pravastatin  Homozygous  Familial  Hypercholesterolemia 
Pravastatin  has  not  been  evaluated  in  patients  with  rare  homozygous  familial  hypercholesterolemia  In  this 
group  of  patients,  it  has  been  reported  that  HMG-CoA  reductase  inhibitors  are  less  effective  because  the 
patients  lack  functional  LDL  receptors  Renal  Insufficiency  A  single  20  mg  oral  dose  of  pravastatin  was 
administered  to  24  patients  with  varying  degrees  of  renal  impairment  (as  determined  by  creatinine 
clearance)  No  effect  was  observed  on  the  pharmacokinetics  of  pravastatin  or  its  3«-hydroxy  isomeric 
metabolite  (SO  31,906)  A  small  increase  was  seen  in  mean  AUC  values  and  half-life  (tV.)  for  the  inacbve 
enzymatic  ring  hydroxylation  metabolite  (SO  31 ,945)  Given  this  small  sample  size,  the  dosage  administered, 
and  the  degree  of  individual  vanability,  patients  with  renal  impairment  who  are  receiving  pravastatin  should 
be  closely  monitored  Information  lor  Patients  —  Patients  should  be  advised  to  report  promptly 
unexplained  muscle  pain,  tenderness  or  weakness,  particularly  if  accompanied  by  malaise  or  fever  Drug 
Interactions  —  Immunosuppressive  Drugs,  Gemfibrozil,  Niacin  (Nicotinic  Acid),  Eryttiromycin  See 
WARNINGS:  Skeletal  Muscle  Antipyrine  Since  concomitant  administration  of  pravastatin  had  no  effect  on 
the  clearance  of  antipyrine,  interactions  with  other  drugs  metabolized  via  the  same  hepatic  cytochrome 
isozymes  are  not  expected  Cholestyramine/Colestipol  Concomitant  administration  resulted  in  an 
approximately  40  to  50%  decrease  in  the  mean  AUC  of  pravastatin  However,  when  pravastatin  was 
administered  1  hour  before  or  4  hours  after  cholestyramine  or  1  hour  before  colestipol  and  a  standard  meal, 
there  was  no  clinically  significant  decrease  in  bioavailability  or  therapeutic  effect  (See  DOSAGE  AND 
ADMINISTRATION:  Concomitant  Therapy )  Warfarin  In  a  study  involving  10  healthy  male  subiecis  given 
pravastatin  and  warfarin  concomitantly  for  6  days,  bioavailability  parameters  at  steady  state  for  pravastatin 
(parent  compound)  were  not  altered  Pravastatin  did  not  alter  the  plasma  protein-binding  of  warfarin 
Concomitant  dosing  did  increase  the  AUC  and  Cmax  ot  warfarin  but  did  not  produce  any  changes  in  its 
anticoagulant  action  (i  e  ,  no  increase  was  seen  in  mean  prothrombin  time  after  6  days  of  concomitant 
therapy)  However,  bleeding  and  extreme  prolongation  of  prothrombin  time  has  been  reported  with  another 
drug  in  this  class  Patients  receiving  warfarin  type  anticoagulants  should  have  their  prothrombin  times 
closely  monitored  when  pravastatin  is  initialed  oi  the  dosage  of  pravastatin  is  changed  Cimetidine  The  AUC" 
"<••  for  pravastatin  when  given  with  cimetidine  was  not  significantly  different  from  the  AUC  for  pravastatin 
when  given  alone  A  significant  difference  was  observed  between  the  AUC's  tor  pravastatin  when  given  with 
cimetidine  compared  to  when  administered  with  antacid  Digoxin  In  a  crossover  trial  involving  18  healtliy 
male  subiects  given  pravastatin  and  digoxin  concurrently  lor  9  days,  the  bioavailability  parameters  ol  digoxin 
were  not  affected  The  AUC  of  pravastatin  tended  to  increase,  but  the  overall  bioavailaoility  of  pravastatin  plus 
its  metabolites  SQ  31 ,906  and  SO  31 ,945  was  not  altered  Cyclosporine  Some  investigators  have  measured 
cyclosporine  levels  in  patients  on  pravastatin,  and  to  date,  these  results  indicate  no  clinically  meaningful 
elevations  in  cyclosporine  levels  In  one  single-dose  study,  pravastatin  levels  were  found  to  be  increased  in 
cardiac  transplant  patients  receiving  cyclosporine  Gemfibrozil  In  a  crossover  study  in  20  healthy  male 
volunteers  given  concomitant  single  doses  of  pravastatin  and  gemfibrozil,  there  was  a  significant  decrease 
in  urinary  excretion  and  protein  binding  of  pravastatin  In  addition,  there  was  a  significant  increase  in  AUC, 
Cmax,  and  Tmax  for  the  pravastabn  metabolite  SQ  31,906  Combination  Iherapy  with  pravastatin  and 
gemfibrozil  is  generally  not  recommended  In  interaction  studies  with  aspirin,  antacids  (1  hour  prior  to 
Pf^AVACHOL),  cimetidine,  nicotinic  acid,  or  probucol,  no  statistically  significant  differences  in  bioavailability 
were  seen  when  PRAVACHOL  (pravastatin  sodium)  was  administered  Other  Drugs  During  clinical  trials,  no 
noticeable  drug  interactions  were  reported  when  PRAVACHOL  was  added  to  diuretics,  antihypertensives, 
digitalis,  ACE  inhibitors,  calcium  channel  blockers,  beta-blockers,  or  nitroglycerin  Endocrine  Function  — 
HIVIG-CoA  reductase  inhibitors  interfere  with  cholesterol  synthesis  and  lower  circulating  cholesterol  levels 
and,  as  such,  might  ttieoretically  blunt  adrenal  or  gonadal  steroid  hormone  production  Results  of  clinical 
trials  with  piavastatin  in  males  and  post-menopausal  females  were  inconsistent  with  regard  to  possible 
effects  ot  the  drug  on  basal  steroid  hormone  levels  In  a  study  of  21  males,  the  mean  testosterone  response 
to  human  chorionic  gonadotropin  was  significantly  reduced  (p<  0  004)  after  16  weeks  ol  treatment  with  40 
mg  ot  pravastatin  However,  tlie  percentage  of  patients  showing  a  >  50%  rise  in  plasma  testosterone  after 
human  chorionic  gonadoliopin  stimulation  did  not  change  significantly  after  therapy  in  these  patients.  The 
effects  of  HMG-CoA  reducti'sc  inhibitors  on  spermatogenesis  and  fertility  have  not  been  studied  in  adequate 
numbers  of  patients  The  effects,  if  any,  of  pravastatin  on  the  pituitary-gonadal  axis  in  pre-menopausal 
females  are  unknown.  Patients  treated  with  pravastatin  who  display  clinical  evidence  of  endocrine 
dysfunction  should  be  evaluated  appropriately  Caution  should  also  be  exercised  if  an  HMG-CoA  reductase 
inhibitor  or  other  agent  used  to  lower  cholesterol  levels  is  administered  to  patients  also  receiving  other  drugs 
(e  g  ,  ketoconazole,  spironolactone,  cimetidine)  that  may  dimmish  the  levels  or  activity  of  steroid  hormones 
CNS  Toxicity  —  CNS  vascular  lesions,  characterized  by  perivascular  hemorrhage  and  edema  and 
mononuclear  cell  infiltration  of  periv.iscular  spaces,  were  seen  in  dogs  treated  with  pravastatin  at  a  dose  of 
25  mg/kg/day,  a  dose  that  produced  a  plasma  drug  level  about  50  times  higher  than  the  mean  drug  level  in 
humans  taking  40  mg/day  Similar  CNS  vascular  lesions  have  been  observed  with  several  other  drugs  in  this 
class  A  chemically  similar  drug  in  this  class  produced  optic  nerve  degeneralion  (V)/allerian  degeneration  of 
retinogeniculate  fioeis)  in  clinically  normal  dogs  in  a  dose-dependent  fashion  starting  at  60  mg/kg/day,  a 
dose  that  produced  mean  plasma  drug  levels  about  30  times  higher  than  the  mean  drug  level  in  humans 
taking  the  highest  recommended  dose  (as  measured  by  total  enzyme  inhibitory  activity)  This  same  drug  also 
produced  vestibulocochlear  Wallenan-like  degeneration  and  retinal  ganglion  cell  chromatolysis  in  dogs 
treated  lor  14  weeks  at  180  mg/kg/day  a  dose  which  resulted  in  a  mean  plasma  drug  level  similar  to  tha' 


seen  with  the  60  mg/kg/day  dose  Carcinogenesis,  Mutagenesis,  Impairment  of  Fertility  —  In  a  2  \i 

study  in  rats  fed  pravastatin  at  doses  of  10,  30,  or  100  mg/kg  body  weight,  there  was  an  increased  incidei 
of  hepatocellular  carcinomas  m  males  at  the  highest  dose  (p  <  0  01)  Although  rats  were  given  up  to  1.' 
times  the  human  dose  (HD)  on  a  mg/kg  body  weight  basis,  serum  drug  levels  were  only  6  to  10  times  highi 
than  those  measured  in  humans  given  40  mg  pravastabn  as  measured  by  AUC  The  oral  administration  of " 
30,  or  1 00  mg/kg  (producing  plasma  drug  levels  approximately  0  5  to  5  0  times  the  human  drug  levels  at  4 
mg)  of  pravastatin  to  mice  for  22  months  resulted  in  a  statistically  significant  increase  in  the  incidence  i 
malignant  lymphomas  in  treated  females  when  all  treatment  groups  were  pooled  and  compared  to  contro 
(p  <  0  05)  The  incidence  was  not  dose-related  and  male  mice  were  not  affected  A  chemically  similar  dru 
in  this  class  was  administered  to  mice  for  72  weeks  at  25, 100,  and  400  mg/kg  body  weight,  which  resulte 
in  mean  serum  drug  levels  approximately  3,  15,  and  33  times  higher  than  the  mean  human  serum  dru 
concentration  (as  total  inhibitory  activity)  after  a  40  mg  oral  dose.  Liver  carcinomas  were  significant! 
increased  in  high-dose  females  and  mid-  and  high-dose  males,  with  a  maximum  incidence  of  90  percent  i 
males  The  incidence  of  adenomas  of  the  liver  was  significantly  increased  in  mid-  and  high-dose  female; 
Drug  treatment  also  significantly  increased  the  incidence  of  lung  adenomas  in  mid-  and  high-dose  males  an 
females  Adenomas  of  the  eye  Harderian  gland  (a  gland  of  the  eye  of  rodents)  were  significantly  higher  i 
high-dose  mice  than  in  controls  No  evidence  ol  mutagenicity  was  observed  in  vitro,  with  or  without  rat-livt 
metabolic  activation,  in  the  following  studies:  microbial  mutagen  tests,  using  mutant  strains  of  Salmonel, 
typhimurium  or  Escherichia  coir,  a  forward  mutation  assay  in  L5178Y  TK  +/-  mouse  lymphoma  cells 
chromosomal  aberration  test  in  hamster  cells,  and  a  gene  conversion  assay  using  Saccharomyces  cerevisian 
In  addition,  there  was  no  evidence  Of  mutagenicity  in  either  a  dominant  lethal  test  in  mice  or  a  micronucleu 
test  in  mice  In  a  study  in  rats,  with  daily  doses  up  to  500  mg/kg,  pravastatin  did  not  produce  any  advers 
effects  on  fertility  or  general  reproductive  performance  However  in  a  study  with  anotfier  HMG-CoA  reductas 
inhibitor  there  was  ctecreased  fertility  in  male  rats  treated  for  34  weeks  at  25  mg/kg  body  weight,  althoug 
this  effect  was  not  observed  in  a  subsequent  fertility  study  when  this  same  dose  was  administered  for  1 
weeks  (the  entire  cycle  of  spermatogenesis,  including  epididymal  maturation).  In  rats  treated  with  this  sam , 
reductase  inhibitor  at  180  mg/kg/day,  seminiferous  tubule  degeneration  (necrosis  and  loss  of  spermatogeni 
epithelium)  was  observed  Although  not  seen  with  pravastatin,  two  similar  drugs  in  this  class  caused  dmc, 
related  testicular  atrophy,  decreased  spermatogenesis,  spermatocytic  degeneration,  and  giant  cell  formatio 
in  dogs  The  clinical  significance  of  these  findings  is  unclear  Pregnancy:  Pregnancy  Category  X.  —  Se 
CONTRAINDICATIONS  Safety  in  pregnant  women  has  not  been  esrablished  Pravastatin  was  not  teratogen] 
in  rats  at  doses  up  to  1000  mg/kg  daily  or  in  rabbits  at  doses  of  up  to  50  mg/kg  daily  These  doses  resultev 
in  20x  (rabbit)  or  240x  (rat)  the  human  exposure  based  on  surface  area  (mg/meler'')  However  in  studies  wit' 
another  HMG-CoA  reductase  inhibitor  skeletal  malformations  were  observed  in  rats  and  mice.  There  ha 
been  one  report  of  severe  congenital  bony  deformity,  tracheo-esophageal  fistula,  and  anal  atresia  (Vate' 
association)  in  a  baby  born  to  a  woman  who  took  another  HMG-CoA  reductase  inhibitor  wit 
dextroamphetamine  sulfate  during  the  first  trimester  of  pregnancy  PRAVACHOL  (pravastatin  sodium)  shoul 
be  administered  to  women  of  child-bearing  potential  only  when  such  patients  are  highly  unlikely  to  conceiv 
and  have  been  informed  of  the  potential  hazards  If  the  woman  becomes  pregnant  while  taking  PRAVACHO 
(pravastatin  sodium),  it  should  be  discontinued  and  the  patient  advised  again  as  to  the  potential  hazards  I 
the  fetus  Nursing  Mothers  —  A  small  amount  of  pravastatin  is  excreted  in  human  breast  milk  Because  r 
the  potential  for  serious  adverse  reactions  in  nursing  infants,  women  taking  PRAVACHOL  should  not  niirs 
(see  CONTRAINDICATIONS)  Pediatric  Use  —  Safety  and  effectiveness  in  individuals  less  than  18  years  ol 
have  not  been  established  Hence,  treatment  in  patients  less  than  18  years  old  is  not  recommended  at  thr 
time  ADVERSE  REACTIONS:  Pravastatin  is  generally  well  tolerated;  adverse  reactions  have  usually  bee 
mild  and  transient  In  4-month  long  placebo-controlled  trials,  1  7%  of  pravastatin-treated  patients  and  1  2°. 
of  placebo-treated  patients  were  discontinued  from  treatment  because  of  adverse  experiences  attributed  I 
study  drug  therapy,  this  difference  was  not  statistically  significant  In  long-term  studies,  the  most  commo 
reasons  for  discontinuation  were  asymptomatic  serum  transaminase  increases  and  mild,  non-specid 
gastrointestinal  complaints  Dunng  clinical  trials  the  overall  incidence  of  adverse  events  in  the  elderly  wa 
not  different  from  the  incidence  observed  in  younger  patients  Adverse  Clinical  Events  —  All  advers 
clinical  events  (regardless  of  attribution)  reported  in  more  than  2%  of  pravastalin-treated  patients  in  th^ 
placebo-controlled  trials  are  identified  in  the  table  below,  also  shown  are  the  percentages  of  patients  ii 
whom  these  medical  events  were  believed  to  be  related  or  possibly  related  to  the  drug 


All  Events 


Events  Attributed 
to  Study  Drug 


Body  System/Event 

Pravastatin 

Placebo 

Pravastatin 

Placebo 

(N  =  900) 

% 

(N  =  411) 

(N  =  900) 

% 

(N  =  411) 

% 

% 

Cardiovasculai 

Cardiac  Chest  Pain 

40 

3.4 

0.1 

0.0 

Dermatologic  Rash 

4  0- 

1.1 

1.3 

0.9 

Gastrointestinal 

Nausea/Vomibng 

7.3 

7  1 

2.9 

3.4 

Diarrhea 

62 

56 

2.0 

1.9 

Abdominal  Pain 

5.4 

6,9 

2,0 

3.9 

Constipation 

4.0 

7.1 

2.4 

5,1 

Flatulence 

3.3 

3.6 

2.7 

3,4 

Heartburn 

2.9 

1.9 

2.0 

0.7 

General 

Fatigue 

3.8 

3.4 

1.9 

1.0 

Chest  Pain 

3.7 

1.9 

0.3 

0.2 

Influenza 

2.4* 

0.7 

0.0 

0.0 

Musculoskeletal 

Localized  Pain 

too 

90 

1.4 

1.5 

Myalgia 

27 

10 

0.6 

0.0 

Nervous  System 

Headache 

62 

39 

1.7* 

0.2 

Dizziness 

33 

3.2 

1.0 

0.5 

Renal/Genitourinary 

Urinary  Abnormality 

24 

2.9 

0.7 

1.2 

Respiratory 

Common  Cold 

70 

6.3 

0.0 

0,0 

Rhinitis 

40 

4.1 

0.1 

0.0 

Cough 

2,6 

17 

0.1 

0,0 

'Statistically  significantly  different  from  placebo 

In  the  Pravastatin  Primary  Prevention  Study  (West  of  Scotland  Coronary  Prevention  Study)  (see  CLINICAI 
PHARMACOLOGY:  Clinical  Studies)  involving  6595  patients  treated  with  PRAVACHOL  (pravastatin  sodium 
(N  =  3302)  or  placebo  (n  =  3293)  the  adverse  event  profile  in  the  pravastatin  group  was  comparable  to  tha 
of  the  placebo  group  over  the  median  4  8  years  of  the  study  The  following  effects  have  been  reported  will 
drugs  in  this  class,  not  all  the  effects  listed  below  have  necessarily  been  associated  w,th  oravastatin  therapy 
Skeletal  myopathy,  rhabdomyolysis,  arthralgia.  Neurological  dysfunction  of  certain  cranial  nerves  (includinc 
alteration  of  taste,  impairment  of  extra-ocular  movement,  facial  paresis),  tremor  vertigo,  memory  loss 
paresthesia,  peripheral  neuropathy,  peripheral  nerve  palsy,  anxiety,  insomnia,  depression,  Hypersensitivit 
Reactions  An  apparent  hypersensitivity  syndrome  has  been  reported  rarely  which  has  included  one  or  mori 
of  the  following  features:  anaphylaxis,  angioedema,  lupus  erythemafous-like  syndrome,  polymyalgi; 
rheumatica,  dermatomyositis,  vasculitis,  purpura,  thrombocytopenia,  leukopenia,  hemolytic  anemia,  positivt 
ANA,  ESR  increase,  eosinophilia,  arthritis,  arthralgia,  urticana,  asthenia,  photosensitivity,  lever,  chills,  flushing 
malaise,  dyspnea,  toxic  epidermal  necrolysis,  erythema  multiforme,  including  Stevens-Johnson  syndrome 
Gastrointestinal  pancreatitis,  hepatitis,  including  chronic  active  hepatilis,  cholestatic  laundice,  fatty  changi 
in  liver,  and,  rarely,  cirrhosis,  fulminant  hepatic  necrosis,  and  hepatoma;  anorexia,  vomiting  Skin:  alopecia 
pruritus  A  variety  of  skin  changes  (e  g  ,  nodules,  discoloration,  dryness  of  skin/mucous  membranes,  change.' 
to  hair/nails)  have  been  reported  Reproductive  gynecomastia,  loss  of  libido,  erectile  dysfunction  Eye 
progression  of  cataracts  (lens  opacibes),  ophthalmoplegia  Laboratory  Abnormalities  elevatec 
transaminases,  alkaline  phosphatase,  and  bilirubin,  thyroid  function  abnormalities  Laboratory  TeS' 
Abnormalities  —  Increases  in  serum  transaminase  (ALT  AST)  values  and  CPK  have  been  observed  (se( 
WARNINGS)  Transient,  asymptomatic  eosinophilia  has  been  reported.  Eosinophil  counts  usually  returned  t( 
normal  despite  continued  therapy  Anemia,  thrombocytopenia,  and  leukopenia  have  been  reported  with  HMG 
CoA  reductase  inhibitors  Concomitant  Therapy  —  Pravastatin  has  been  administered  concurrently  will 
cholestyramine,  colestipol,  nicotinic  acid,  probucol  and  gemfibrozil  Preliminary  data  suggest  that  the  additior 
of  either  probucol  or  gemfibrozil  to  therapy  with  lovastatin  or  pravastatin  is  not  associated  with  greatei 
reduction  in  LDL-cholesterol  than  that  achieved  with  lovastatin  or  pravastatin  alone  No  adverse  reaction; 
unique  to  the  cooibination  or  in  addition  to  those  previously  reported  for  each  drug  alone  have  been  reported 
Myopathy  and  rhabdomyolysis  (with  or  without  acute  renal  failure)  have  been  reported  when  another  HMG 
CoA  reductase  inhibitor  was  used  in  combination  with  immunosuppressive  drugs,  gemfibrozil,  erythromycin' 
or  lipid-lowering  doses  of  nicobnic  acid  Concomilanf  therapy  with  HMG-CoA  reductase  inhibitors  and  thesf 
agents  is  generally  not  recommended  (See  WARNINGS:  Skeletal  Muscle  and  PRECAUTIONS:  Drut 
Interactions )  OVERDOSAGE:  To  date,  there  are  two  reported  cases  of  overdosage  with  pravastatin,  both  o 
which  were  asymptomatic  and  not  associated  with  clinical  laboratory  abnormalities  If  an  overdose  occurs,  i 
should  be  treated  symptomatically  and  supportive  measures  should  be  instituted  as  required, 
CAUTION:  Federal  (USA)  law  prohibits  dispensing  without  prescription. 
Consult  package  insert  belore  prescribing  PRAVACHOL"  (pravastatin  sodium).  , 
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iTAILING 


RIGHT  LIGHTS, 
IG  STORE 

?ars  finds  a  great  new  place 
open  up  shop:  The  city 

t's  urban,  it's  trendy,  it's . . .  Sears? 
Not  quite.  But  after  decades  of  clos- 
ing stores  in  cities  and  building  them 
the  suburbs,  Sears,  Roebuck  &  Co. 

changing  course.  In  1996,  Sears 
ened  three  full-line  stores  in  metro 
IS  Angeles,  one  in  Queens,  N.  Y.,  and 
other  in  downtown  Oakland,  Calif, 
lis  year.  Sears  is  opening  a  Brooklyn 
)re,  bidding  on  a  mid-Manhattan  site, 
d  may  acquire  real  estate  in  Harlem, 
le  company  is  also  scouting  locations 

Chicago,  Detroit,  Philadelphia, 


unuai  saies  at  Sears'  new  city 
tores  average  $75  million  to  $100 
lillion-triple  the  chain's  average 


m  Francisco,  and  Washington,  D.  C. 
With  the  exception  of  a  few  dis- 
unters  such  as  Kmart  Corp.,  which 
st  opened  stores  in  Manhattan,  most 
tailers  are  sticking  to  suburban 
alls — for  now.  But  if  Sears  is  suc- 
ssful,  expect  rivals  to  follow  the  trail 
ick  to  city  centers,  says  Kurt 
arnard,  president  of  Bai'nard's  Retail 
arketing  Report.  "The  times  are  ripe 
r  it.  [Urban]  consumers  are  looking 
r  beautiful  merchandise  and  large  as- 
irtments  at  a  moderate  price." 


So  far.  Sears'  bet  on  downtown 
stores  seems  to  be  paying  off.  Rents 
are  higher  than  those  on  Sears'  subur- 
ban stores,  but  the  volumes  are  higher. 
The  new  stores  average  between  $75 
million  and  $100  million  in  annual  sales, 
almost  triple  the  chainwide  average. 
"Our  strong  metropolitan  stores  have 
really  performed,  and  that's  not  going 
unnoticed  within  our  corporation,"  says 
Allan  B.  Stewart,  Sears'  president  for 
retail  stores. 

CUSTOM  BLENDS.  The  new  stores  are 
not  clones  of  Sears'  suburban  outposts. 
Sears  is  customizing  the  merchandise 
mix  for  each  urban  store.  In  Long 
Beach,  Calif.,  where  there's  a  large 
Cambodian  population,  the  racks  have 
more  petite  sizes.  And  for  areas  where 
there's  a  large  African-American  popu- 
lation. Sears  has  special  apparel  lines 
including  African  Village  and  Mosaic,  a 
house  brand  that  features  bold  colors 
and  a  layered  look.  Says  Melveline 
Green,  a  retired 
budget  analyst  who 
shops  at  Sears"  new 
Oakland  store:  "Tliey 
have  everything  you 
need.  There  was 
notliing  here  before." 

Like  other  chains. 
Sears  had  been  flee- 
ing cities  for  more 
than  a  decade.  Dur- 
ing a  1993  re- 
structuring, it  shut- 
tered stores  in 
Dallas,  New  York 
City,  Pittsbui-gh,  St. 
Louis,  and  Washing- 
ton, D.  C.  It  had 
closed  its  flagship 
Chicago  store  in 
1983. 

But  with  mall 
construction  slowing 
and  a  downturn  in 
mall  traffic.  Sears 
made  a  decision  to 
become  more  of  a 
city  retailer  again. 
Urban  stores — which 
are  defined  as  those  with  densely  pop- 
ulated, ethnically  mixed  customer 
bases — represented  almost  20%  of  new 
stores  in  1996,  up  from  zero  in  1994. 
"There's  a  match  between  [urban] 
market  needs  and  what  their  stores  of- 
fer," says  Glenn  A.  Pitman,  a  professor 
of  business  at  Pennsylvania  State 
University. 

The  new  Sears  isn't  for  everyone: 
Saks  Fifth  Avenue  doesn't  need  to  wor- 
ry. But  J.  C.  Penney  just  might. 

By  Susan  Chandler  in  Chicago 


COMEBACKS 

LARRY  FLYNT'S 
LATEST  HUSTLE 

His  free-speech  movie  is  a 
dud,  but  it's  selling  magazines 

Phoenix  Pictures  and  Columbia  Pic- 
tures could  lose  millions  on  the 
movie.  The  autobiography  is  selling 
slowly,  and  its  publisher,  Dove  Enter- 
taimnent,  doesn't  expect  a  second  print- 
ing. But  one  comi)any  is  benefiting  from 
all  the  hubbub  over  porn  mogul  Larry 
Flynt:  Flynt's  own  lfp  Inc. 

Sales  of  Hustler  are  up  10%  since 
September,  the  company  says,  with  cir- 
culation at  about  500,000.  An  lfp  mag- 
azine bio  of  Flynt  is  selling  well,  too. 
Bottom  Une:  Flynt's  $110  million  Beverly 
Hills  publishing  business  anticipates  a  $4 
million  windfall  thanks  to  The  People 
vs.  Larry  Flynt.  "Their  sales  are  re- 
sponding to  the  publicity  Mr.  Flynt  has 
gotten,"  says  Anthony  Dibisceglia,  di- 
rector of  client  services  at  Curtis  Cir- 
culation Co.,  distributor  of  Hustler  and 
other  magazines,  who  confii-ms  Hustler 
sales  have  risen  10%  recently. 

Tliat  has  Flynt  gloating.  "Tlie  movie  is 
sort  of  like  $60  million  worth  of  adver- 
tising," he  says.  Tliat,  he  says,  is  the  tab 
for  making  and  marketing  the  film, 
which,  despite  critical  acclaim,  is  unlike- 
ly to  tmn  a  profit,  say  industry  analysts. 

For  Flynt,  the  movie  has  biu'nished 
both  his  reputation  and  his  balance  sheet. 
He's  depicted  as  a  Fii'st  Amendment  cm- 
sader.  For  a  moment,  he  even  got  into 
Wal-Mart  Stores  Inc.,  where  music  cos 
with  explicit  lyrics  and  packaging  are 
bamied.  Tlii'ough  a  mix-up  by  a  distribu- 
tor, at  least  two  Wal-Mart  stores  canied 
the  magazine  bio,  which  includes  risque 
photos  fi"om  Hustler.  Wal-Mart  told  all 
stores  to  pull  the  mag  after  business 
WEEK  asked  about  it.  But  the  inLxup  is  a 
clear  sign  of  Flynt's  celluloid  rebuth. 

By  David  Leonhardt  i)i  New  York, 
with  Wendy  Zellner  in  Dallas 
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In  Business  This  Week 


EDITED  BY  KELLEY  HOLLAND 


A  SETBACK  FOR 
CIGNA'S  SPLIT-UP 

NOT  SO  FAST.  A  PENNSYLVANIA 

state  coiut  has  slapjjed  down 
cigna's  plan  to  split  itself  into 
two  companies,  one  inactive 
unit  to  handle  $4.5  billion  in 
potential  environmental  and 
asbestos  liabilities  and  anoth- 
er for  its  healthy  businesses. 
The  coiut  on  Mai-  5  vacated  a 
1996  approval  of  the  plan  by 
Pennsylvania's  insm-ance  com- 
missioner, Linda  Kaiser,  and 
faulted  the  process  that  she 
followed  in  granting  cigna's 
bid  for  a  split.  Judge  Dan 
Pellegrini  said  opponents  of 
the  plan  were  not  allowed  to 
see  relevant  papers,  couldn't 
cross-examine  witnesses,  and 
got  insufficient  time  to  argue 
their  objections.  He  ordered 
the  commissioner  to  convene 


CLOSING  BELL 


WRONG  NUMBERS 

More  grim  news  from  AT&T. 
On  Mar.  3,  it  outlined  plans 
to  spend  up  to  $9  billion  this 
year  to  push  into  businesses 
such  as  local  calling,  which 
will  crimp  short-term  earn- 
ings. First-quarter  earnings 
are  now  expected  to  come  in 
around  $1.1  billion,  vs.  $1.4 
billion  a  year  ago,  AT&T  also 
disclosed  that  profits  in  its 
core  long-distance  and  wire- 
less business  will  fall  by  up 
to  15%  this  year.  The  news, 
delivered  by  President  John 
Walter,  sent  the  stock  down 
7.5%,  to  36><,  that  day.  On 
Mar.  4,  it  dropped  to  36. 


FEB  24, '9/  MAR  4, -97 
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another  hearing  on  cigna's' 
plan — and  recuse  herself 
from  the  new  hearing,  cigna, 
noting  that  the  ruling  doesn't 
fault  the  plan  itself,  plans  to 
appeal  and  says  it  will  con- 
tinue doing  business  as  if  it 
were  split  in  two. 


STAPLES  MAY  SOON 
BAG  ITS  PREY 

WILL  STAPLES  WIN  APPROVAL 

to  buy  Office  Depot,  fonning 
the  world's  largest  office-sup- 
ply chain?  The  smait  money 
is  saying  yes.  After  repeated 
delays,  the  Federal  Ti-ade 
Commission's  review  of  the 
$3.5  billion  deal  is  now  set  to 
be  completed  by  Mar.  13.  An- 
alysts are  betting  it  will  go 
through  but  figure  Staples 
may  have  to  unload  50  to  150 
overlapping  stores  to  satisfy 
the  FTC.  Even  if  it  unloaded 
150  stores,  though,  its  re- 
maining 840  office-supply 
outposts  would  let  Staples 
outgun  its  nearest  rival, 
OfficeMax,  which  has  574 
stores.  But  Staples'  edge 
would  diminish  if  OfficeMax 
buys  most  of  the  stores  wSta- 
ples  unloads — and  OfficeMax 
has  been  prospering. 

GNA:  LET 

THE  HEADS  ROLL 

CNA  FINANCIAL  APPARENTLY 

wants  to  insure  itself  against 
a  potential  sexual-harassment 
scandal.  Within  days  of  learn- 
ing that  the  head  of  its  life- 
insurance  unit  allegedly  made 
"offensive  comments"  to  two 
women  and  another  senior 
exec  failed  to  remedy  the 
problem  for  about  a  month, 
CNA  Financial  announced  the 
Mar.  1  resignation  of  the  offi- 
cials. CEO  Dennis  Chookaszian 
personally  met  with  employ- 
ees on  Mar.  3  at  the  Nashville 
headquarters  of  cna's  life- 
insurance  unit  to  tell  them  of 
the  Mar.  1  resignations  of 
CNA  Life  President  Jack  Ket- 
tler  and  Chief  Administrative 
Officer  Robert  Teske. 


H E AD  L  i  N  ER :  G  E O R G  E  S T El  NBR EN  N  ER 


YANKEE-PANKY 


Can  George  Steinbrenner 
say  "team  player'?"  Not 
likely — -at  least  if  it  means 
leaving  money  on  the 
table.  On  Mar.  3,  his 
New  York  Yan- 
kees broke  ranks 
with  Major 
League  Base- 
ball, announcing 
a  10-year  spon- 
sorship deal  with 
Adidas  that  is  like- 
ly to  bring  in  nearly 
$100  million. 

Fellow  owners  aren't 
pleased.  They  have  been 
pursuing  M  lb- wide  endorse- 
ment contracts  that  would 
have  big-  and  small-market 
teams  shaiing  in  the  pro- 
ceeds. Baseball  says,  in  fact, 
that  it  has  commitments 
fi"om  three  companies  to 
pay  $150  million  for  spon- 


sorships this  year.  But  it's 
not  clear  whether  mlb  can 
block  the  Yankees  deal. 
Meanwhile,  Steinbren- 
ner's  view  is  that 
sharing  is  0.  K., 
but  competition 
is  better — at 
least  for  the 
Yanks.  The 
Boss,  associates 
say,  was  miffed 
at  a  now-scotched 
MLB  deal  vrith  Nike 
and  Reebok  that  would 
have  brought  each  club  just 
$100,000  annually.  The  Adi- 
das deal,  says  Yankees  at- 
torney David  Boies,  "opens 
up  an  opportunity  for  othei- 
clubs  to  benefit  much  more 
than  they  would  have  un- 
der a  process  that,  fi'ankly, 
wasn't  going  anyplace." 

By  Keith  Hammonds 


UNITED  LOOKS 
UNITED  AGAIN 

FRIENDS  AGAIN?  EMPLOYEE- 

owned  United  Airlines  has 
reached  new  tentative  wage 
agreements  with  its  pilots' 
and  machinists'  unions.  Pre- 
vious accords  were  rejected 
by  both  unions  in  January. 
The  new  pacts  call  for  pilots 
and  machinists  to  receive  5% 
wage  increases  in  1997  and 
1998  and  for  United  to  guar- 
antee w'age  "snap-backs"  to 
where  they  were  before  the 
1994  employee  buyout.  The 
original  1994  esop  did  not 
contain  wage  snap-back  pro- 
visions. Meanwhile,  United 
says  first-quarter  profits  will 
likely  exceed  Wall  Street 
forecasts. 


LEFTOVERS  AT 
TUPPERWARE? 

it's  NOT  EXACTLY  PAIITY  TIME 

at  Tupperware.  The  compa- 
ny's stock  fell  8M,  to  35%,  on 


Mar.  4  after  the  Orlandoui 
based  manufactui'er  said  fii'st 
quarter  earnings  would  tak< 
a  hit  because  of  lower-than 
expected  sales  in  some  kej 
markets.  While  sales  in  Eu 
rope  are  on  track  for  sharj 
increases,  that's  not  enougl 
to  compensate  for  a  sluggisl 
Asian  market  and  a  declinf 
in  U.  S.  sales.  Because  of  th( 
market  challenges,  Tupper 
ware  is  shooting  for  only 
slight  increase  from  las' 
year's  $176  miUion  in  net  in 
come.  Erp. 

ETCETERA... 


■  The  NLRB  plans  to  issue  ai 
unfair-labor  charge  agains' 
Boeing. 

■  NBC  completed  a  $2.3  bil 
lion  deal  to  air  the  2004 
2006,  and  2008  Olympics. 

■  Mobil  is  expanding  it, 
petrochemical  project  witl 
Saudi  Basic  Industries. 

■  Mickey  Kantor  is  joining 
Morgan  Stanley  as  a  senioi 
adviser. 
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larning  miles  was  probably  never  the  sole  inspiration 


"or  a  collector's  fervor  But  earning  one 
^*'Ad vantage"  mile  on  American  Airlines® 
"or  every  dollar  spent  with  the  Citibank 
^Advantage  card  can  certainly  inspire 
enthusiasm  for  collecting  miles* The 


AA 


aTIBAN«> 

Aiiftdvantage 


AA 


CmBAN<9 

/^vantage 


fflgS  0012  3^ 5b  18 SO  l^f-^^-^-o^"' 

L  W»L«R  VISA 


Citibank  AAdvantage  card  gives  you  so 
many  ways  to  earn  miles.  After  all,  it's 
accepted  at  over  I  2  million  locations. 
And  the  miles  don't  take  up  any  closet 
space.  To  apply,  call  I -800-FLY-4444. 


Never  miss  another  mile. 


or  was  it  the  miles? 

•The  maximum  number  of  AAdvantage  miles  you  can  earn  with  the  Cftibank  AAdvantage  card  is  60,000  miles  per  calendar  year  (purchases  recorded  on  your  Jan-Dec  billing  statements).  American  Airlines  A*Advantage  Platinum'-'and  A^Advantage  Gold® 
■nembers  are  excluded  from  ihis  limit.  American  Airlines.  AAdvantage.  AAdvantage  Platinum  and  AAdvantage  Gold  are  registered  lrademar1<s  of  Amencan  Airlines,  Inc.  Amencan  Airlines  reserves  the  nght  to  change  AAdvantage  program  rules,  regulations, 
travel  awards,  and  special  offers  at  any  time  without  notice,  and  to  end  the  AAdvantage  program  with  six  months  notice.The  Citibank  AAdvantage  card  is  issued  by  Citibank  (South  Dakota).  N.A.  ©  1 997  Citibank  (South  Dakota),  N  A,  Member  FDIC " 


Welcome  to  the  Age  of  Multimedia.  An 
age  where  the  barriers  of  time  and  space 
will  no  longer  exist.  An  age  where  people 
from  opposite  sides  of  the  world  will  be 
able  to  communicate  face-to-face. 

At  NEC,  we've  positioned  ourselves  to 
be  the  true  Ipader  at  this  turning  point  in 
history.  We're  the  only  high-tech  company 
that  ranks  among  the  top  five  in  ail  three  key 
multimedia  technologies:  semiconductors, 

m  USA,  Inc.  1997 


FINALLY,  A  VISION 
OF  MULTIMEDIA 
THAT  LINKS  MORE 

THAN  JUST 
WORDS,  PICTURES 
AND  SOUNDS. 


computers  and  communications.  In  fact, 
we  hold  over  29,000  patents  worldwide  on 
everything  from  memory  chips  to  portable 
satellite  phones. 

To  learn  more,  call  1-800-338-9549 
or  reach  us  on  the  Internet  at  http:// 
www.nec.com. 

just  imagine 
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Washington  Outlook 


[>ITED  BY  OWEN  ULLMANN 


rHE  BAHLE  AHEAD  OVER  USER  FEES- 
m  WHY  BUSINESS  MAY  LOSE 


■aced  with  the  tough  task  of  balancing  the  budget  without 
■  slashing  popular  progi'ams,  President  Clinton  came  up 
with  a  clever  idea:  Make  business  pay  bilUons  in  new  user 
es  to  help  take  up  the  slack.  After  all,  what  could  be  fairer 
an  asking  companies  to  pay  for  what  they  get?  And  pay 
ey  will.  The  1998  spending  blueprint  crafted  by  Budget  Di- 
ctor  Franklin  D.  Raines  would  create  a  dozen  new  fees 
liile  increasing  the  take  from  20  that  ah-eady  exist.  Over  the 
ixt  five  years,  business  would  be  hit  with  $47  billion  in 
vies  on  everything  from  ship  tonnage  and  bank  examinations 
railroad  and  slaughterhouse  inspections. 
The  idea  is  that  as  dii'ect  government  ftmding  for  regulation 
id  services  declines,  the  shortfall  would 
!  made  up  from  fees  paid  by  those  who 
inefit  ft'om  government  activities.  But 
e  move  has  unleashed  howls  fi-om  exec- 
ives,  who  fear  the  outcome  will  be  few- 
services  and,  in  essence,  a  backdoor 
X  increase.  "Clinton's  bridge  to  the  21st 
ntury  has  thi'ee  lanes  closed,  and  the 
lis  are  going  up,"  giipes  Genentech  Inc. 
ce-President  David  W.  Beier. 
The  result  could  be  a  rash  of  nasty 
fhts  all  over  Capitol  Hill  as  business 
ies  to  block  the  rush  to  user  fees.  But  it  OMB'S  RAINES: 
ill  be  an  uphill  struggle.  Unwilling  to 
ise  taxes,  lawmakers  have  already  shown  an  inclination  to 
in  Clinton  in  financing  sei^vices  with  ever-more  fees. 
The  most  di-amatic  example  of  this  shift  is  in  aviation.  Today, 
e  air  traffic  control  system  and  some  auport  improvements 
e  funded  though  ticket  and  ftiel  taxes.  But  Clinton  would  re- 
ace  the  system  with  an  $8  billion-a-year  fee  tied  to  services 
ich  as  air-traffic  control  and  aii'craft  certification.  That  could 
rce  small  airlines  and  private  aviation  to  pay  what  critics  say 
their  fair  share.  But  Southwest  and  other  low-cost  carriers 
unter  that  increasing  fees  would  lead  to  liigher  ticket  prices 
id  hmt  consumers.  And  all  caniers  feai'  that  Washington  will 


CAPITAL  WRAPUP 


siphon  off  a  big  chunk  of  the  money  to  shrink  the  deficit,  just 
as  it  has  done  with  cuiTent  air-tax  revenues. 

Many  of  the  nation's  most  innovative  companies  will  battle  a 
plan  to  divert  Patent  &  Ti'ademark  Office  fees  to  other  pro- 
gi'ams.  In  1990,  the  feds  imposed  a  surcharge  on  patent  appli- 
cants and  holders.  Now,  Clinton  wants  to  snare  $92  million,  or 
77%,  for  other  progi'ams.  That  could  nearly  double  the  time  it 
takes  to  issue  a  patent.  The  office  is  being  "I'aped  and  pillaged," 
ftimes  Michael  K.  Kirk,  executive  du'ector  of  the  Ainerican  In- 
tellectual Property  Law  Assn.,  which  fears  members  won't 
get  patents  fast  enough  to  protect  their  inventions. 

Another  case  of  business  fees  replacing  government  appro- 
priations: the  Food  &  Ding  Administra- 
tion. In  1992,  dioigmakers  agi-eed  to  pay 
the  FDA  for  faster  reviews  provided  that 
the  money — now  about  $88  million  per 
year — went  only  for  that  purpose.  But 
the  Wliite  House  now  wants  to  extend 
the  fees  to  include  device  makers  and  oth- 
ers, raising  the  total  take  to  $237  million. 
Meanwhile,  it  would  cut  Washington's  con- 
tribution to  the  FDA  by  8%.  Grumbles 
Genentech 's  Beier:  "The  industry  that  al- 
ready agr-eed  to  pay  user  fees  may  end  up 
being  worse  off." 

But  the  White  House  insists  that  in 
tough  fiscal  times,  business  must  do  its  part.  Chai'ging  fees 
will  also  foi'ce  agencies  to  become  more  efficient  since  indus- 
try will  be  closely  watching  how  the  money  is  spent,  pr-edict 
budget  mavens.  And  White  House  officials  insist  that  most 
fees  will  be  used  to  ftmd  ser-vices  jeoparxiized  by  shrinking  ap- 
pr-opriations  and  won't  disappear  into  the  gener-al  fund. 

Still,  the  temptation  to  grab  the  bucks  will  only  grow 
along  vdth  user-fee  cash.  The  question  is  how  high  the  fees 
will  climb — and  how  much  the  pols  gr-ab  for  deficit  r-eduction. 

Bij  John  Carey  and  Howard  Gleckrnan.  with  Christina 
Del  Voile 


billion  in  fees 


DONORGATE  DELAYS 

►  The  Donorgate  scandal  is  slowing 
White  House  appointments,  especially 
to  trade  and  foreign  policy  posts.  For-- 
mer  National  Security  Council  official 
Stanley  Roth  was  to  become  Assis- 
tant Secretary  of  State  for  East  Asia. 
But  the  nomination  is  stalled  because 
he  had  NSC  meetings  with  Pauline 
Kanchanalak,  a  Thai  business  rep 
whose  $235,000  in  donations  to  the 
Democratic  Party  had  to  be  returned. 
Nominations  of  donors  who  attended 
White  House  coffees  are  also  on  hold. 


CALLING  THE  COURTS 

►  The  fight  over  the  Federal  Commu- 
nications Commission's  1996  rules  for 
opening  up  the  local  phone  market  is 
spreading  to  the  states.  Some  local 
companies  had  gone  to  federal  court 
to  block  rules  setting  prices  for  leas- 
ing their  netwoi'k  lines  to  competi- 
tors. Their  argument:  State  regula- 
tors had  jurisdiction.  But  now  states 
are  setting  rules  mirroring  those  by 
the  FCC.  So  local  operators  such  as 
GTE  are  going  to  state  courts.  To  date, 
at  least  20  states  have  been  sued. 


SPEAKER  PAXON? 

►  The  buzz  in  gop  circles  is  about  the 
hot  candidate  for  House  Speaker 
should  Newt  Gingrich  step  aside:  Bill 
Paxon  of  New  York.  Supporters  say 
the  fifth-term  lawmaker,  42,  is 
telegenic,  articulate,  and  more  accept- 
able to  moderates  than  doctrinair'e 
Majority  Leader  Richard  K.  Armey  of 
Texas.  And  as  head  of  the  '96  gop 
House  campaign  committee,  Paxon 
has  chits  to  collect  from  colleagues  he 
helped  bankroll,  gop  sources  say  Pax- 
on is  quietly  sounding  out  a  candidacy. 
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International  Business 


CUBA 


CASTROS 
CAPITALIST 

Canada's  Sherritt  cleans  up  in  Cuba 


On  a  balmy  evening  last  Septem- 
ber, Ian  W.  Delaney,  chairman  of 
Canada's  Sherritt  International 
Corp.,  hosted  a  glittering  recep- 
tion at  Havana's  Palacio  de  Conven- 
ciones.  The  next  day,  Sherritt  would 
be  the  first  capitalist  company  to  hold  a 
board  meeting  in  Cuba  since  Castro's 
revolution  took  hold  in  1959.  Among 
those  at  the  party  were  the  British 
and  Canadian  ambassadors,  much  of 
Cuba's  Cabinet,  and  Vice-President 
Carlos  Lage  Davila.  But  the  celebration 
was  capped  by  Fidel  Castro,  who 
toasted  Delaney  and  his  board  as  being 
"brave"  for  defying  the  U.  S. 

It  was  a  tribute  to 
Sherritt's  status  in 
Cuba.  While  dozens  of 
companies  have  in- 
vested in  the  island, 
Sherritt  is  by  far  the 
biggest  player  and  the 
only  major  Western 
company  focused  sole- 
ly on  the  communist 
nation.  Sherritt's  flag 
flutters  outside  the  is- 
land's biggest  nickel 
mine,  at  Moa,  while 
Sherritt  rigs  are  re- 
viving output  fi'om  old 
oil  fields.  Now,  armed 
with  $675  million  in 
fresh  capital — a  huge 
sum  foi-  a  country 
with  a  gross  domestic 
product  estimated  at 
$7  billion — Delaney 
says  he  wants  to 
make  Sherritt  a 
"proxy  for  Cuban  eco- 
nomic development." 
He  declares:  "This 
countiy  is  the  best  in- 
vestment o])portunity 
in  the  world." 

Delaney  is  making 
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U-S^-CUBA  TRADE  AND  ECONOMIC  COUNCIL 


a  bold  but  calculated  bet.  And  he's  plac- 
ing himself  at  the  center  of  the  latest 
face-off  between  Washington  and  Ha- 
vana. That  clash  has  escalated  to  the 
Woi'ld  Tr-ade  Organization,  where  Eu- 
rope is  challenging  Washington's  Cuba 
policy  as  a  violation  of  international 
trade  rules.  With  Cuba  still  hurting 
from  the  cutoff  of  Soviet  subsidies  six 
years  ago,  Castro  is  counting  on  for- 
eign companies  to  revive  Cuba's  econo- 
my. Joint  ventures  are  a  key  plank  in 
his  effoit  to  prop  up  Cuba  thi'ough  lim- 
ited economic  reforms  (page  50). 

Meanwhile,  Washington  has  a  new 
Public  Enemy  No.  1.  "Ian  Delaney  has 
made  a  deal  with  the 
devil,"  fumes  Marc 
Thiessen,  aide  to  Sen- 
ate Foreign  Relations 
Committee  Chairman 
Jesse  Helms  (R-N.C). 
Last  summer,  Delaney 
was  among  the  fii'st  to 
be  ban-ed  ft'om  enter- 
ing the  U.  S.  under 
the  Helms-Biuton  Act, 
which  tightens  sanc- 
tions against  foreign- 
ers investing  in  Cuba. 

So  far,  the  U.S. 
moves  have  only  em- 
boldened Delaney.  "We 
occupy  the  nioi'al  high 
ground  in  Cuba,"  he 
says.  He  is  backed  by 
Canadian  and  Euro- 
pean institutional  in- 
vestors who  snapped 
up  $506  million  of 
Sherritt  high-yield 
debentures  in  Novem- 
ber. "Cuba's  assets  are 
incredibly  cheap,  and 
the  potential  return  is 
huge,"  says  F'rank 
Mersch,  vice-president 
at  Toronto's  $11.2  bil- 
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lion  Altamira  Management  Ltd.,  whia  i- 
holds  11%  of  Sherritt. 

Cuba's  need  for  capital,  technologj 
and  markets  created  the  opening  fo 
Sherritt.  Castro  is  offering  foreigner 
deals  with  rates  of  return  up  to  80%  i 
year,  analysts  say.  Delaney,  who  is  calle^ 
the  "smiling  barracuda"  for  his  bottom 
fishing,  predicts  he'll  quadruple  hi 
Cuban  assets,  to  more  than  .$2  billior 
within  five  years. 
MUTUAL  PROBLEM.  The  lanky  Delanej 
5o,  met  Castro  after  ■winning  control  o 
Sheiritt  Inc.  in  a  1990  pi-oxy  fight.  Shei 
ritt  was  nearly  insolvent,  Delaney  re 
calls,  because  its  Alberta  refinery  wa 
shut  for  lack  of  nickel  feed.  He  ap 
proached  Castro,  whose  "financial  con 
dition  was  [just]  as  desperate,"  he  says 
and  got  a  nickel-supply  deal  in  1991 

In  1994,  that  contract  blossomed  intJ  ' 
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With  a  nod 
from  Castro, 
Sherritt  CEO 
Delaney  may 
expand  from 
current  oil 
and  nickel- 
mining 
operations  to 
developing 
beach  resorts 
and  beefing 
up  communi- 
cation and 
transport 
networks 


DELANEY  OUTSIDE 
SHERRITT 
INTERNATIONAL'S 
OFFICES  IN  HAVANA 


aba's  most  ambitious  joint  ventm-e,  a 
1-50  deal  between  Sherritt  and  Gener- 

Nickel  Co.,  a  company  imder  the  Min- 
try  of  Basic  Industry.  The  venture 
ines  nickel  and  cobalt  in  Cuba,  refines 
em  in  Alberta,  and  sells  them  in  world 
arkets  except  the  U.  S.  While  Shenitt 
ntributed  its  Alberta  refinery,  Cuba 
eked  in  its  Pedro  Soto  Alba  mine  at 
oa,  built  in  1958  by  a  predecessor  of 
ew  Orleans-based  Freeport-McMoRan 
ic,  plus  50  years  of  reserves. 

Moa  was  operating  at  just  54%  of  ca- 
icity  when  Sherritt  came  into  the  pic- 
ire.  Equipped  with  1950s  technology,  it 
as  also  "iTin  by  the  world's  worst  man- 
ners," says  Delaney.  Shenitt  sliipped  in 
3w  equipment  and  set  to  work  trans- 
rming  the  plant's  authoritarian,  Soviet- 
•a  culture  through  retraining. 
The  results  at  Moa  proved  startling. 


even  to  Sherritt.  Output  is  26,000  tons, 
twice  that  of  1994.  This  has  been 
achieved  wdth  fewer  than  10  expatriates 
at  the  mine,  which  employs  1,680  work- 
ers. Six  of  Moa's  eight  division  man- 
agers ai-e  Cubans,  as  is  the  ceo,  Raul  de 
la  Nuez.  Sherritt,  which  lost  $12  milUon 
on  its  metals  business  in  1993,  earned 
$30  million  on  sales  of  $147  milUon  from 
its  half  of  the  joint  venture  in  1996. 

With  the  credibility  won  from  the 
Moa  turnaround,  Delaney  pitched  the 
idea  of  creating  a  "Canadian  Pacific  of 
Cuba."  He  wanted  to  be  designated  a 
prefeired  investor,  just  as  Canada's  Par- 
liament had  tapped  the  railroad  a  cen- 
tury ago  to  mobilize  European  capital 
for  Canada.  In  November,  1995,  Cuba 
granted  Delaney's  request  in  a  letter 
offei-ing  him  "a  diversity  of  investment 
opportunities"  and  "advantages." 


To  insulate  it  from 
U.  S.  retaliation,  Delaney 
then  split  up  Sherritt 
Inc.,  putting  the  Cuban 
operations  into  the  new 
Sherritt  International. 
He  sold  off  the  rest  of 
the  operations,  including 
a  fertilizer  unit  that  did 
business  in  the  U.  S. 

Now,  Delaney's  goal  is 
to  diversify  far  beyond 
nickel.  Sherritt  is  ex- 
panding in  oil,  where  it 
has  nearly  tripled  pro- 
duction of  old  fields  since 
1993  through  advanced 
technology.  The  company 
plans  to  invest  in  mod- 
ernizing sugai'  production 
and  in  upgrading  trans- 
portation and  communi- 
cation infrastructure. 

But  the  most  "fan- 
tastic" opportunity  is 
tourist-oriented  real  es- 
tate, Delaney  says.  Cuba 
has  lai'ge  stretches  of  im- 
developed  beaches.  Once 
the  embargo  is  lifted, 
Delaney  figures  proper- 
ty prices  will  soar.  He 
wants  Shenitt  to  become 
an  "umbrella  developer" 
of  vacation  communities 
similar  to  those  that  line 
Florida's  west  coast. 

Ultimately,  Sherritt's 
prospects  may  hinge  on 
how  long  Castro  hangs 
on.  If  he  lasts  a  few 
more  years,  Delaney 
could  reap  huge  profits. 
Mersch,  who  invested  in 
Shenitt  Inc.  shortly  after 
Delaney  won  control,  says  subsequent 
restnicturing  produced  a  fivefold  retum 
on  his  own  investment.  This  time,  he 
predicts  "a  ten-  to  twentyfold  return." 

That  may  sound  outlandish.  But  for 
all  the  U.  S.  blustering,  savvy  investors 
believe  Cuba  is  a  solid  bet.  The  best 
time  to  get  in  is  now,  they  argue,  when 
there's  no  competition  from  Americans. 
Current  investors  wager  that  a  post- 
Castro  government  won't  act  against 
them,  for  fear  of  scaring  off  new  money. 
If  so,  the  irony  of  the  U.  S.  embargo  is 
that  it  may  end  up  enriching  foreign 
investors  while  strengthening  Castro's 
hand.  As  the  largest  foreign  player, 
Shenitt  stands  to  benefit  most,  meaning 
Ian  Delaney  gets  the  last  laugh. 

By  William  C.  Symonds  in  Toronto 
and  Gail  DeGeorge,  tvith  Gail  Reed, 
in  Moa 
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Cuba's  economy  has 
seen  many  grim 
(lays  since  the  Soviet 
Union  collapsed  and 
subsidies  to  Casti-o's  indus- 
tiial  dinosaurs  disappeai'ed. 
Yet  what's  a  dictator  to 
do?  As  Castro  has  seen, 
opening  up  to  capitalism 
and  democracy  in  Russia 
cost  his  former  mentors 
theii'  ginp  on  power  Castro 
might  have  played  the  Chi- 
na strategy  and  made 
Cuba  a  haven  for  compa- 
nies looking  for  cheap  la- 
bor, but  the  U.  S.  embargo 
has  made  that  impossible. 

So  Castro  is  ti-ying  to 
lead  Cuba  into  the  21st 
century  his  own  way.  With 
the  economy  under  strain, 
he's  counting  on  cautious 
reform.  He  is  pruning 
bankrupt  state  companies 
because  he  doesn't  have 
money  to  support  them. 
But  he  isn't  giving  up  con- 
trol. Fearing  popular  dis- 
content, he  is  allowing  re- 
dundant workers  to 
become  self-employed,  but 
he  won't  let  them  set  up 
full-fledged  private  busi- 
nesses. To  boost  agricul- 
tural productivity,  he's  en- 
couraging private  farming, 
but  he  won't  let  the  new 
farmers  own  their  land.  In 
short,  Castro's  capitalism  a 
la  carte  is  keeping  the  ag- 
ing leader  in  power  But  it 
won't  fix  Cuba's  fundamen- 
tal economic  problems. 
SUGAR  WOES.  To  buy  time, 
Castro  has  sought  out  in- 
vestment from  brash  com- 
panies such  as  Sheriitt  In- 
ternational Corp.  That, 
combined  with  a  push  for 
tourist  dollars,  has  staved 
off  collapse.  After  plunging 
more  than  10%  in  both 
1992  and  1993,  the  govern- 
ment claims  the  economy 
gi'ew  close  to  8%  in  1996. 

But  Cuba's  trade  deficit 
is  ballooning,  too.  One  reason  is  that 
the  costs  of  food  imports  have  been  ris- 
ing even  as  prices  foi'  sugar,  the  island's 
chief  hard-currency  earner,  have  fallen. 
The  U.S.  Helms-Burton  Act  add.s  to 
the  pressure  by  inhibiting  foreign  in- 
vestment. Cuba  has  made  no  payments 
since  1986  on  its  long-term  debt,  which 
totals  $10.-5  billion,  and  no  new  long- 


A  TOUCH 
OF  CAPITALISM 

Castro  tries  to  keep  the  wolf  at  bay  through 
careful  injections  of  private  enterprise 


Cuba  semi-libre:  Now  that  bonuses 
are  legal,  a  salesperson  can  make 
more  money  than  an  executive 


term  ci-edit  is  in  sight.  As  a  result  of 
the  financial  squeeze,  warns  Minister  of 
Economy  &  Planning  .Jose  Luis  Ro- 
driguez, gi-owth  could  slow  to  4%  this 
year  on  a  still-shrunken  economic  base. 

Castro's  gambit  hinges  on  making 
thousands  of  poorly  managed  state  com- 
panies more  productive.  The  govern- 
ment is  forcing  them  to  boost  efficiency 


or  go  out  of  business.  Th  ' 
shakeup  has  cut  subsidie.j 
from  5.4  bilhon  pesos  i  i 
1993  to  1.4  billion  las' 
year — $74  million  at  cut 
rent  fi-ee-mai'ket  exchang  i 
rates.    Says  Francisc- 
Soberon,    president  o 
Cuba's  central  bank:  "W 
have  taken  very,  ver; 
tough  steps." 

Just  how  tight  thi 
squeeze  is  can  be  seen  a 
the  Ernesto  Che  Guevai-; 
_  Electronic  Component; 
complex  in  Pinar  del  Rii 
I>rovince.  Management  ha: 
slashed  payi'oll  by  half,  t( 
600  workers,  since  1990 
as  supplies  and  market: 
for  the  radios  and  compo 
nents  it  produced  foi'  oth 
er  socialist  countries  dis 
appeared.  The  company 
found  opportunities  ai 
home,  producing  electrical 
backup  systems  for  Cuba'f 
fi-equent  blackouts. 

The  government  is  tiyl 
ing  to  regi'oove  longtime 
socialist  managers  as  marl 
ket-oriented  thinkers! 
"The  change  is  mental 
and  even  ideological,"  saya 
Basic  Industries  MinisteJ 
Marcos  Portal,  who  sendq 
his  managers  books  sucl; 
as  //;  Search  of  E.Tcel\ 
lence  to  read.  "Now,  man- 
agers have  to  pay  atten- 
tion to  the  market  and  to 
their  customers." 
BONUSES,  TOO.  To  change 
the  mind-set,  Havana  Uni- 
versity has  launched  an 
MBA  progi'am.  Its  first  50- 
member  class,  wliich  gi'ad- 
uated  in  February,  was 
chosen  from  800  appli- 
cants. The  courses  range 
fi'om  accounting  to  foreign 
trade.  But  there  are  ideo- 
logical ironies.  Gripes  one 
MBA  student:  "I  am  study- 
ing about  investing  capital 
when  Cubans  cannot  in- 
vest in  Cuba.  If  you  are  a 
abroad,  you  can  invest.  But 


foreigner 
if  you  are  a  Cuban,  no." 

Meanwhile,  Castro  is  trying  incen- 
tives to  boost  productivity.  Some  1.3 
million  woi'kei's — about  one-third  of  the 
workforce — have  received  cash  or  non 
cash  bonuses,  such  as  clothing,  for 
greater  output.  At  Suchel,  a  maker  of| 
toiletries  that  has  joint-venture  part 
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ners  such  as  Britain's  Unilever  plc, 
salespeople  can  earn  one-third  more 
than  its  Cuban  executives. 

Still,  most  Cuban  factories  are  mired 
in  inefficiency,  and  that  poses  a  dilemma 
for  Castro.  He  needs  to  keep  workers 
employed  to  maintain  stability.  Howev- 
er, the  country  can't  afford  to  keep  idle 
workers  on  state-enterprise  payi'olls  in- 
definitely. Where  will  the  jobs  come 
from?  Observers  inside  and  outside 
Cuba  say  that  Castro  must  unleash 
more  private  enterprise  to  create 
growth  and  jobs.  But  the  70-year-old 
political  boss  knows  that  economic  fi"ee- 


dom  can  ignite  independent  pohtical  ac- 
tivity— and  social  unrest. 

On  the  streets  of  Havana,  Cubans 
don't  talk  much  about  these  issues.  For 
most,  life  seems  better  than  a  few  years 
ago,  when  the  economy  was  crashing 
and  rationed  food  was  scarce.  Havana 
these  days  is  coming  back  to  life.  Locals 
frequent  new  state  and  family-run 
restaurants.  Farmers'  markets  brim 
with  vegetables  and  meat  for  sale  at 
free-market  prices  in  pesos.  Even  so, 
food  production  falls  short  of  the  popu- 
lation's needs.  Those  who  can't  afford 
market  prices  rely  on  meager  rations. 


If  the  experience  of  other  economies 
in-transition  is  any  guide,  cmnch  timi 
may  be  nearing.  Like  the  leaders  o 
Russia  and  China  before  him,  Castrc 
may  face  pressure  for  change  from  nev 
forces  in  his  country.  Self-employed  en 
trepreneiu's  may  start  looking  for  wa\'; 
to  reinvest  their  profits.  Managers  n 
state  companies  might  seek  gi-eater  au 
tonomy.  Like  it  or  not,  Castro  may  havt 
to  introduce  far  more  sweeping  markei 
reforms  just  to  sustain  a  modest  reco\ 
ery.  If  not,  the  alternative  is  likely  to  b(, 
slow  and  painful  dechne. 

By  Gail  DeGeorge  in  Havanc 


A  SHOEMAKER  GETS  BACK  ON  ITS  TOES 


Salsa  music  blares  as  workers 
slap  white  rubber  strips  on 
sneakers  in  a  factoiy  outside 
Havana  that  once  made  U.  S.  Keds. 
In  the  packing  rooms,  young  workers 
sort  finished  pairs  onto  quality-con- 
trol racks.  From  the  loading  platform 
of  Empresa  de  Goma  Conrado  Pifia, 
Soviet-built  tioicks  haul  the  shoes  to 
the  government's  chain  of  600  "dollar 
stores."  The  company  sold  1.8  million 
pairs  of  its  Lover  brand  of  footwear 
last  year  through  these  outlets  at  the 
retail  price  of  around  $3.65  a  pair. 

For  Conrado  Piha,  a  state-i-un  rub- 
ber-products maker  with  800  employ- 
ees, that  was  a  remarkable  turn- 
around. After  the  collapse  of  supplies 
ft-om  the  Soviet  Union  in  the  early 
1990s,  production  fell  to  just  100,000 
pairs.  To  shake  up  the  enterprise — 
and  aid  the  economy — the  Ministiy 
of  Basic  Industiy  gave  managers 
such  as  Conrado  Piha's  Lazaro 
Gonzalez  freedom  to  make  decisions. 
DIRE  WARNING.  With  a  $50,000  loan 
from  the  ministry,  Gonzalez  found 
new  suppliers  of  canvas  and  grom- 
mets  in  Mexico.  Designers  created 
styles,  and  workers  voted  on  a  brand 
name.  Lover.  Output  soared  as  the 
factory  slashed  production  costs — and 
wholesale  prices — by  27%.  Sales  to- 
taled $17  million  last  year,  including 
revenues  from  products  such  as  tires 
that  sell  mostly  for  pesos.  Gonzalez 
dechnes  to  reveal  the  company's 
earnings  but  declares:  "We  are  prof- 
itable in  both  dollars  and  pesos." 

Conrado  Piiia  is  one  of  the  success 
stories  in  Casti'o's  drive  to  convert 
the  island's  rundown  industries  to 
more  efficient  pi'oducers.  Shaip  cut- 
backs in  government  subsidies  are 
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the  spur  Companies  do- 
ing business  in  hard  cur- 
rency have  been  warned 
that  they  must  show  a 
profit  by  a  date  specified 
in  their  business  plans  or 
be  dissolved. 

While  Conrado  Pina  has  passed 
that  hurdle,  it  is  being  prodded  by 
another  new  force  in  Cuba's  econo- 
my: competition  against  imports  sold 
in  dollar  stores.  The  ministry  allows 
Gonzalez  to  charge  the  stores  cost 
plus  10%  for  his  sneakers,  cuirently 
a  total  of  $1.65  for  each  pair  The 
government  then  collects  about  a  $2 
markup.  Gonzalez  must  keep  costs 
low  enough  to  stay  competitive  with 
Chinese  footwear,  which  sells  for  50? 
less  than  the  Lover  brand. 

To  take  the  consumer  pulse,  Con- 
rado Pina  has  been  surveying  stores 
and  local  schools.  Although  magazine 
TV,  and  radio  advertising  is  largely 


QUALITY  CONTROL 

Longer-lasting 
Lover  sneakers 
outpace  imports 


prohibited,  the  company 
boasts  glossy  brochures. 
It  is  also  planning  to 
buy  space  on  billboards, 
which  feature  consumer 
products  as  well  as  so- 
cialist slogans. 
Lover  sneakers  have  captured  a 
bigger  share  of  the  market  than 
their  Chinese  rivals,  the  company 
claims.  According  to  one  survey, 
Lovers  outsell  foreign  brands  in 
62.6%  of  Havana's  stores.  The  re- 
vamped product  line  offers  25  styles 
and  colors.  It  had  just  one  before. 

To  keep  Conrado  Pina  growing, 
Gonzalez  plans  to  start  selling  his 
Lover  sneakers  in  Mexico  by  the  end 
of  this  year  Having  turned  his  com- 
pany around  in  Cuba,  he  wants  to 
test  his  new  management  style  in 
export  markets. 

By  Gail  DeGeorge  and  Gail  Reed 
in  Havana 
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CHINA 


DAY  OF  THE  GHINA-BA 

Pressure  mounts  on  Washington  to  get  tougher  with  Beijini 


Ross  H.  Munro  was  braced  for  the 
woi'st.  The  book  he  wrote  with 
Richard  Bernstein,  The  Coniing 
Conflict  mth  China,  is  the  kind  of 
populai-  tract  Sinologists  love  to  blast  as 
naive  China  bashing.  But  since  the 
book's  February  release,  former  jour- 
nalists Muni'o  and  Bemstein  have  had  a 
lead  article  in  Foreign  Affairs  and  have 
had  up  to  10  interviews  and  talk  show 
appearances  a  day.  Most  surprising, 
Muni'o  says,  was  the  tame  criticism  they 
got  fi'om  Sinologists  at  seminai's  at  Hai-- 
vard  University  and  the  Asia  Society's 
Los  Angeles  chapter.  "We  were  steeling 
ourselves  for  a  very  hostile  response," 
he  says.  Instead,  "we've  tapped  into  a 
great  anxiety  out  there." 

The  China  hawks  are  having  their 
day.  Yes,  there  has  always  been  some 
scaremongering,  mostly  from  the  right — 
Jesse  A.  Helms  and  his  ilk — or  human 
rights  groups  on  the  left.  And  many 
China-bashing  articles  in  the  media 
seem  to  be  part  of  a  Republican  effort 
to  embarrass  the  Clinton  Administra- 
tion over  accusations  his  campaign  took 


illegal  money  from  pro-Beijing  Asian 
entrepreneurs. 

But  now,  the  reassessment  of  China 
policy  has  shifted  to  think  tanks  and 
journals  that  are  closer  to  the  middle 
ground  in  Washington  and  exert  real 
influence  on  foreign  policy.  And  it's 
coming  at  a  delicate  time — just  as  liigh- 
level  diplomacy  is  in  full  swing  and 
U.  S.  and  Chinese  negotiators 
seem  close  to  a  break- 
though  on  China's  en- 
try into  the  World 
Ti'ade  Organiza- 
tion. If  a  grow 
ing  grassroots 

hostility    to  ^UNQ  lCr>^^ 


House's  brand  of  go-gentle  diplomac 
could  be  forced  to  change. 

The  bashers  are  getting  a  readie 
hearing  as  a  stream  of  news  undercut 
White  House  ai'guments  that  broad  ciji 
tact  with  the  outside  world  will  encoui 
age  Beijing  to  follow  global  norms.  0 
Feb.  1,  for  example,  the  State  Depi 


China  starts 
to  sway 
Congress, 
then  the 
White 
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)nceded  that  treatment  of  dissidents 
as  worsened  since  the  Administration 
topped  linking  it  with  renewal  of  Chi- 
a's  most-favored-nation  trade  status, 
hen  Defense  Intelligence  Agency 
lirector  Lt.-Gen.  Patrick  Hughes  told 
Senate  committee  that  China  could  be 
"large-scale  regional  threat  to  U.  S. 
iterests  within  the 
ext  10  to  20  years." 
reviously,  the  dia 
ad  been  dismissive  of 
ihina's  militaiy.  Mean- 
while, the  Commerce 
lept.  reported  that 


bassador  to  China  James  R.  Lilley.  "The 
pendulum  is  starting  to  swing  back  to- 
ward a  more  balanced  engagement." 

One  anxiety  in  Washington  is  that 
the  Clintonites  will  get  duped  in  the 
current  WTO  talks.  Beijing  negotiators 
promise  major  reforms  in  the  Chinese 
economy.  An  agi'eement  would  be  nice, 
the  hawks  argue,  but  because  China 
lacks  a  rule  of  law,  how  can  it  be  trust- 
ed to  enforce  such  pacts?  Although 
China  twice  has  promised  to  crack 
down  on  theft  of  intellectual  property, 
piracy  of  music  compact  disks  and  com- 
puter software  is  as  rampant  as  ever. 
"The  Administration  is  touting  eco- 
nomic success,  but  it  has  very  little  to 
show  for  it,"  says  Greg  Mastel  of  the 
Economic  Strategy  Institute,  a  Wash- 
ington think  tank.  A  vociferous  critic  of 
Beijing's  trade  policies,  Mastel  has  writ- 


SOME  OF  THE 
NEW  HAWKS ... 


JAMES  LILLEY  Former  envoy  to 
China,  now  director  of  the  Insti- 
tute for  Global  Chinese  Affairs  at 


...  AND  THEIR 
POSITIONS 


DIPLOMACY 


7%,  to  $39.5  billion  in 
996. 

OOMED.  While  no- 

ody  is  saying  yet 
nat  rappr 
all  be  blown  off 
Durse,  political  senti- 
lent  seems  to  be 
hifting  toward  a 
arder  line.  Whatever 
eai  Clinton  reaches 
ith  Beijing  on  WTO 
ntiy  could  be  in  for  a 
Dugh  grilling  from 
lembers  of  Congi-ess 
^ho  doubt  Beijing's  sincerity.  Pressure 
3  help  Taiwan  and  Japan  modernize 
[leii-  defense  systems  could  gi'ow.  Other 
oals  by  the  pro-China  lobby,  such  as 
ermanent  mfn  status,  look  doomed. 

The  real  fear  of  many  China  experts 
;  that  alarmism  will  feed  a  cold  war 
ysteria  over  any  move  by  Beijing  to 
pgrade  its  backward  industries  and 
lilitary.  "Engagement"  seeks  to  assure 
/hina's  evolution  into  a  responsible 
lember  of  the  global  community.  The 
ew  hawks  argue  that  the  issue  isn't 
/hether  to  "engage"  China,  but  how 
ar  to  go  before  national  interests  are 
ompromised.  "There  is  a  deep  reserva- 
tion that  the  Clinton  crowd  doesn't 


The  hawks  disagree  that  China  is  so 
vital  to  U.S.  economic  interests  that 
issues  such  as  human  rights  and 
Taiwan  should  be  downplayed 


le  U.S.  trade  gap             .           j-ht     ,  j 
ath  China  swelled  by    the  Umversity  of  Mary^^^^^^  

GREG  MASTEL  China  specialist 
at  Economic  Strategy  Institute, 
Washington  think  tank  run  by 
vehement    ^^^^^  Prestowitz  Hawks  question  Beijing's  sincerity 

RICHARD  BERNSTEIN  AND 
ROSS  H.  MUNRO  Former  Beijin 
correspondents,  authors  of  The 
Coming  Conflict  with  China 


TRADE 


about  bringing  its  trade  practices 
in  line  with  world  norms.  They  say 
protectionism  is  likely  to  continue 


SAMUEL  P.  HUNTINGTON 

Harvard  professor,  author  of  Jlie 


DEFENSE 


They  disagree  China's  military  will 
stay  too  backward  to  imperil  U.S. 


Clash  of  CivUizations   -^^^^^^^^  ^^^^^^^ 
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ten  a  book  on  the  Chinese  economy. 

The  growing  disappointment  over 
trade  could  also  weaken  support  fi'om 
China's  biggest  friend  on  Capitol  Hill — 
Corporate  America.  Last  year,  when 
China's  economy  surged  by  9.7%  and 
its  exports  to  the  U.  S.  surged  by 


Committee  on  U.  S. -China  Relations. 
"This  has  cooled  the  zeal  among  the 
business  commimity"  to  lobby  for  China. 

The  Administration  is  asking  for  pa- 
tience. So  far  Clinton's  China  poHcy- 
makers  have  reached  an  agreement  on 
nuclear  tests.  And  in  the  last  two 
months,  soui'ces  say,  the  Administration 
has  gotten  high-level  signals  that  top 
Chinese  leaders  are  serious  about  re- 
solving their  differences  with  the  U.  S. 
over  the  terms  of  entry  in  time  for 
President  Jiang  Zemin's  trip  to  Wash- 
ington this  fall.  Since  then,  "the  negoti- 
ations have  moved  more  rapidly  than 
most  people  expected,"  says  George 
Washington  University  China  watcher 
David  L.  Shambaugh.  The  cynics,  how- 
ever, aren't  convinced  the  Communist 
Party  and  China's  immense  biu'eaucracy 
has  reached  consensus  to  dismantle  sub- 
sidies and  protection 
for  its  industries. 

The  last  thing  the 
White  House  needs  is 
for  a  surge  of  anti- 
China  feeling  to  un- 
dennine  its  diplomatic 
progi'ess  and  reinforce 
Beijing's  suspicion 
that  the  U.  S.  is  con- 
spiring to  "contain" 
China.  The  irony  is 
that  "you  now  have  a 
situation  where  the 
Administration's  effort 
to  engage  China  is 
succeeding,  but  with- 
out a  political  base  of 
support,"  says  Richai'd 
H.  Solomon,  the  State 
Dept.'s  top  East  Asia 
specialist  under  George 
Bush.  If  sensitive 
events  like  the  July 
handover  of  Hong  Kong  go  badly,  an 
anti-China  groundswell  could  send  re- 
lations into  another  big  chill. 

By  Pete  E}igardio  in 
New  York 


13%,  its  imports 
the  U.  S.  were 
virtually  flat.  "A 
lot  of  commer- 
cial expec- 
tations were 
not  satisfied 
in  1996,"  says 
David  M. 
Lampton, 
president  of 
the  National 
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BRITAIN:  IT'S  BEGINNING  TO  LOOK 
A  LOT  LIKE  LABOR 


Even  British  Pi-ime  Minister  John  Major  is  losing  hope  that 
he  can  extend  the  18-year  I'eign  of  his  Conservative  Par- 
ty much  longer.  His  Tories  were  routed  in  a  special  elec- 
tion in  the  normally  rock-solid  middle-class  Liverpool  suburb 
of  Wirral  South  on  Feb.  27.  The  S,000-vote  defeat  repre- 
sented a  stunning  17%  swing  against  the  Tories  since  the  1992 
general  election.  If  voter  opinion  doesn't  change  fast,  admit- 
ted Majoi-,  "we  are  going  to  have  a  Labor  government." 

Major  is  expected  to  dissolve  the  House  of  Commons  soon 
and  call  a  general  election  for  May  1.  The  date  is  a  fomriality 
because  the  campaign  already  is  under  way  for  an  election 
that  could  bring  big  changes  to  Britain. 

Veteran  Tory  politicians  and  right- 
wing  thinkers,  who  have  preached  in 
favor  of  the  market  and  against  big  gov- 
ernment for  a  generation,  will  be  swept 
aside.  A  younger,  less  experienced,  mori' 
left-leaning  crowd  will  succeed  them. 
"On  the  whole,  we  will  be  more  positive 
about  what  government  can  do,"  says 
Geoffrey  W.  Hoon,  48,  a  Labor  membe)' 
of  Parliament. 

FADING  HOPES.  Business  leaders  seem 
relaxed  about  a  potential  change  of  gov- 
ernment. Some  still  fear  Labor  might 
return  to  its  old  tax-and-spend  ways.  But  many  seem  pre- 
pared to  give  Labor  the  benefit  of  the  doubt  on  economic  pol- 
icy. "We  are  much  more  confident  than  we  previously  have 
been  that  there  is  not  going  to  be  a  major  fork  in  the  road"  if 
Labor  wins,  says  Adair  Tiu'ner,  director  general  of  the  Con- 
federation of  British  Industiy. 

Major,  53,  is  pinning  his  dwindling  hopes  of  reelection  on 
appearing  more  statesmanlike  than  boyish  Labor  leader  Tony 
Blair,  43.  And  he  is  trying  to  fan  fears  that  a  Labor  govern- 
ment would  kill  the  curi-ent,  robust  economic  expansion.  Ma- 
jor warns  that  "Britain  could  be  just  weeks  away  from  a  mid- 
summer nightmare"  of  tax  and  interest-rate  hikes  if  Blair 


SCARE  ADS 


gains  power.  Toiy  billboai'ds  show  a  family  crying  red  tears  c 
blood  because  Labor  has  increased  their  mortgage  payments 
So  far,  there  is  no  sign  that  these  scare  tactics  cut  any  ic( 
Labor's  economic  brain  tinst  has  managed  to  reassm-e  Britain' 
haves  that  they  have  little  to  fear.  Labor  has  promised  not  t 
inci'ease  personal  taxes  for  the  life  of  the  Parliament.  Modes 
pledges  to  have-nots  and  its  own  left  wing  haven't  hiul  Labo: 
either.  The  biggest  is  a  pledge  to  levy  a  windfall-profits  tax  c 
up  to  $6  billion  to  $8  billion  on  privatized  utilities  to  fund  a  job 
pr-ogi'am.  Critics  object  that  it  would  punish  current  share 
holders  rather  than  those  who  harvested  big  gains  years  age 
Labor  also  is  vowing  to  introduce  a  mir 
imum  wage,  although  they  don't  say  ho\ 
high  it  would  be.  Unions  want  $6.40  a: 
horn;  a  level  unlikely  to  be  set  as  it  coul( 
snuff  out  jobs. 

The  Tories  have  yet  to  score  enougi 
hits  on  Blair  to  wipe  away  his  perennia 
smile  or  cut  into  his  roughly  20%  lead  i] 
the  polls.  That  could  change  if  adver 
tising  maestro  Maurice  Saatchi's  attacl 
ads  begin  to  work.  The  Tories  have 
much  bigger  campaign  cash  hoard.  Bu 
Stefano  Hatfield,  editor  of  Campaigr, 
the  London  ad-industrv  trade  magazine 
doubts  the  Tories  can  make  full  use  of  it  in  the  available  time 
Paid  radio  and  TV  political  advertising  is  banned  in  Britain 
The  Tories  have  little  hope  of  winning  unless  they  closi 
ranks  and  restore  their  own  unity  and  battered  credibihtj 
There  is  no  sign  that's  happening.  Instead,  factional  fighting  i 
deepening,  with  right-vnngers  such  as  John  Redwood  ready 
ing  a  push  to  seize  control  of  the  })arty.  And  voters  nov 
ai'e  hearing  allegations  from  a  foiTner  party  treasurer  tha 
Major  once  sent  him  to  collect  an  $810,000  donation  from 
Greek  shipping  tycoon.  It  all  is  bringing  a  Labor  victory 


the  Tories  yet 


closer. 


GLOBAL  WRAPUP 


SWISS  FUND  COULD  BACKFIRE 

►  For  months,  Switzerland  and  its 
banks  have  appeared  increasingly 
hard-hearted  and  mean-spirited  as 
revelations  about  their  handling  of 
Holocaust  victims  and  their  assets 
unfolded.  But  on  Mar.  5,  the  Swiss 
government  attempted  to  reverse 
that  perception  with  the  announce- 
ment of  a  huge  $4.7  billion  humanitar- 
ian fund.  The  bulk  of  the  cash  would 
come  from  selling  off  part  of  the  esti- 
mated $8  billion  gold  hoard  held  by 
the  Swiss  National  Bank. 


The  gesture,  which  is  designed  to 
stem  a  rising  global  tide  of  criticism, 
could  easily  backfire  on  its  sponsors. 
For  starters,  the  fund  isn't  eaiTnarked 
for  Holocaust  victims.  It  would  be 
widely  available  to  "victims  of  poverty 
and  catastrophes,  of  genocides  and 
other  serious  human  rights  abuses," 
says  Swiss  President  Arnold  Koller 
Meanwhile,  the  commercial  banks, 
which  operated  most  of  the  Jevvish  ac- 
counts, have  committed  only  a  modest 
$68  million  so  far. 

But  the  biggest  risk  to  the  scheme 
comes  from  right-wing  populist  politi- 


By  Stanley  Reed  in  London 


cian  Christoph  Blocher.  He  is  threat- 
ening to  call  a  nationwide  referendum 
on  the  issue.  Blocher  has  wide  sup- 
port in  the  rural  ai'eas  of  German- 
speaking  Switzerland.  In  1992,  he 
used  it  to  devastating  effect  in  anoth-  ■ 
er  referendum  to  defeat  Swiss  gov- 
ernment attempts  to  join  the  Euro- 
pean Union.  Swiss  government 
lawyers  hope  to  avoid  such  voter 
scrutiny  now  by  setting  up  a  special 
form  of  trust  fimd.  If  they  fail, 
Blocher  could  quickly  turn  the  plan 
into  a  public-relations  nightmare. 

By  John  Patry  in  Geneva 
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 Schwab's  advice  to  investors- 


If  You  Don't  Have  A 
Strategy  For  Rjetirement, 
Consider  This  A  Wake-up  Call. 


Invcsiing  for  retirement  is  the  most  import.int 
invL-snnij  ni.inv  pei>ple  will  ever  do.  So  it 
tumbliA  us  rli.ir  so  manv  ot  them  )usr  haven't 
put  all  the  pieces  together. 

I  he\  may  have  an  IRA  or  two.  40lfk)  plan 
aik]  luiuis  m  a  money  market  account.  But  what 
ihc\  ilon  t  havL'  is  .1  disciphned  approach  that  can 
bring  order  and  purpose  to  their  investments. 

Begin  with  a  strategy, 
and  take  it  from  there. 

By  makin^^  productive  use  oi  the  money  you 
set  aside  for  retirement,  vou  stand 
better  chance  thai  your  later  years 
will  be  comlortalile  ones.  But  how 

do  vou  go  about  It: 

Schwab's  answer:  a  well-conceived  investment 
stiategv  thai  takes  into  account  such  things  as 
your  time  h(^ri/on.  investment  objectives  and 
ttilerance  for  risk  (see  chart). 

If  viHiVe  years  away  from  retirement,  you  may 
want  to  be  more  a^^^res.sive  and  invest 
m  etjiiines,  directly  01  through  mutual  funds. 
While  eijuities  entail  ,1  level  of  risk,  no  other 
form  *)f  in\estment  has  matched  their  pcrfor- 
m.ince  o\ei  the  past  70  \'ears1 

If  \ou're  closer  to  retirement,  you  may  want  to 
pursue  .1  more  conservative  strate^jy  that  empha- 
sizes fixed  income  invesring.  Bonds  and  bond 
binds  t\  pically  deliver  consistent  income  with- 
out the  volalilitv  that  charactcrr/es  equities, 


lo  Chatiti  R 


If  VOU  aren't  paying  attention  to 
your  retiremetil  accounts  now,  it  could  all 
seem  like  a  bad  dream  later  on 


(Of  course,  no  one  car  guarantee  that  by  actively 
managing  your  retirement  investments,  you're  going 
to  produce  great  results.  Your  investment  skills, 
ability  to  process  information  and  stock  market 
performance  will  all  play  a  role  in  the  outcome.) 

Schwab's  commitment 
to  your  retirement. 

Charles  Schwab  was  one  of  the  firsr  companies 
to  inlroduce  no-annual-tee  IR As.  and  that 
same  determination  to  innovate  has  allowed  us  to 
expand  i>iir  line  of  retirement  products  today. 


Investment  Strategies 


At,(,Kr.ssivi 


2  V'„  \„u,!l  <cn,j.,my  slod' 
U>"„  Inlnn.iluxuil  -.lo.h 
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CONSIiKVATIVI-: 
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^/  5"ri  hir^f  fompatiy  siod's 
S"'j  Iriteriialwiuil  s/wtj 


We    offer    40 1(  k  ]  services 
through   both  SchwabPlan"  and  other 
recofdkeepers.    and  a 
\anety  of  small  company 
letirement  plans.  And  if 
\oii  don't  want  to  manage 
\'our  investments  yourself, 
we   can   e v e  n  c o n  n c c t 
you  with  prt>fessional 
investment  managers  through  Schwab 
AdvisorSourcc''' 

Needless  to  say.  all  our  retirement 
programs  come  with  things  you  expect 
from  Schwab.  Like  attentive  service 
and  tools  to  help  you  make  your  investment 
decisions. 

Our  SUGGESTION: 

Don't  put  it  oi-f  another  oa^'. 

Paying  attention  to  your  retirement 
accounts  requires  effort  on  your  part.  But 
if  you  want  to  be  better  prepared  when 
retirement  rolls  around,  it's  time  to  wake  up 
to  the  possibilities. 


A  Valuable  Gun  >i 
For  Retirhmen  r 

INX^TING: 

Yours  Free, 


I  or  a  free  copy  of 

Schwab's  n-nonal  CtuJc  to 

Rdircmciil  PLinnino  cill  our  ti>ll4ri-c  niimluT: 


L800-540-6713 


CharlesSchwab 


The  Way  It  Should  Be. 

/'lis;  pirjormantr  is  no  oiujniiiffc  of  future  results  *Sinircc:  Stotks,  Boiuii,  Bilh  and  hifLuiou,  l')')'^  )c,irhooL''"!  Ibbotson  Associates.  Chicago. 
€')IW7  Charles  Schwab  &  Co..  Inc.  All  rights  reserved.  Member  S1PC:/NVSE.  (2/97) 


The  New 

World 

of  Personal 
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I  Ik        "lie  pciruaycd  here  have  been  ere.itecl  tci  serve  as  an  example  ol  Amenean  P^xpress  Finaneial  Advisors'  elients. 

The  company  that  pioneered  financial  planning  has  advisors 
who  can  talk  to  you  about  college  tuition,  too.  To  discover 
how  they  can  help  you  do  more  call  1-800 -GET  ADVICE. 


Harvard. 

Class  of  2011. 
It's  our  little  plan 
to  make  sure 
he  won't  be 
on  our  sofa  at  32. 

Randy  and  Joan 

Hansen  were  a  little 

concerned  about  Alex's  future. 
After  all,  their  incomes  while 
certainly  respectable,  didn't  exactly 
reach  Ivy  League  proportions. 
So  they  called  Dave,  their  American 
Express  financial  advisor.  He  took 
a  look  at  the  Hansen's  current 
financial  situation  and  came  up 
with  a  number  of  investment 
options  —  many  of  which  they'd 
never  considered  before.  Then 
together,  they  decided  on  a  plan 
that  was  a  nice  balance  of 
aspiration  and  practicality. 
Thus  began  a  financial  journey 
that  will  last  the  next  fifteen  years. 
And  give  Alex  the  education  he 
needs  to  get  him  wherever  he  wants 
to  go.  As  long  as  it's  eventually  out 
on  his  own. 

http://www.americanexpress. 
com/advisors 


Financial 
Advisors 


New  attitudes,  new  public  policies,  and  new  technology  have  come  together  to  create  a  new 
world  of  personal  finance,  a  world  "in  which  individuals  have  returned  to  center  stage,"  says 
Dee  Slavutin,  president  of  Stern  Slavutin  2Inc.,  a  New  York  insurance  agency.  In  the  late 
196()s,  "many  providers  of  financial  services  began  to  lose  interest  in  the  little  g^y,"  Slavutin  says. 
Instead,  they  saw  big  opportunities  in  catering  to  big  institutional  investors  and  corporate  purchasers 
of  financial  sei-vices. 


Wliile  middle  class  investors 
ma\'  have  been  the  Rosencrantz  and 
Ciuildenstern  ot  financial  services  in 
the  l^''70s  and  '8()s,  now  they're  the 
new  masters  of  the  universe.  The 
renewed  interest  in  the  average 
household  was  underscored  in  early 
Februan'  when  Morgan  Stanley  & 
Co.,  die  investment  banking  descen- 
dent  of  the  House  of  ^Morgan, 
announced  it  was  merging  with  Dean 
Witter  Discover.  Dean  Witter  has 
long  been  as  flrmlv  focused  on  the 
middle  class  as  Sears  Roebuck, 
which  once  owned  it.  But  the  merger 
reflected  the  extent  to  which  ma)or 
issuers  of  securities  and  their 
investment  bankers  want  and  need 
access  to  the  vast  collective  financial 
power  of  American  households. 

The  same  signal  was  sent  a  month 
earlier  when  Salomon  Brothers,  a 
major  institutionally-oriented  secu- 
rities firm  agreed  to  sell  more  of  the 
stock  issues  it  underwrites  to  bro- 
kerage customers  of  Fidelity  Invest- 
ments. And  before  that  Prudential 
Securities  eagerlv  bought  20,000 
brokerage  accounts  of  smaller 
inv  estors  from  Lehman  Brothers 
Moldings  Inc.  The  accounts,  which 
typically  had  less  than  $25,000  in 
assets,  joined  some  2.2  million 
other  accounts  at  Prudential. 

WTiat  has  happened  is  that  more 
and  more  .Americans  have  become 
active  investf)rs.  And  in  the  aggregate. 


the  millions  of  Americans  now  in 
the  market  far  outweigh  the  clout 
of  multibillion  dollar  pension 
funds,  giant  insurance  companies, 
and  other  institutional  investors. 

Average  Americans  are  being 
drawn  to  securities  investing  by  the 
long  bull  market  in  stocks.  "It's  hard 
to  want  to  sit  there  with  a  bank  CD 
when  you  see  what  the  stock  market 
has  been  doing  for  the  last  decade," 
notes  Ellen  Rogin,  a  CP.A.  and 
certified  financial  planner  who  is 
president  of  Strategic  Financial 
Designs  in  (Chicago.  The  stock 
market  has  climbed  some  70  percent 


in  the  last  two  years,  and  Gordon 
Snyder,  executive  vice-president  of 
American  Centuiy  Investment 
Services,  Inc.  in  Kansas  City,  says, 
"We  haven't  had  a  real  market  cor- 
rection to  slap  people  around  a  little 
bit,  so  there's  a  pretty  positive  atti- 
tude toward  continuing  to  invest." 

Investing  has  also  assumed  a 
higher  priority  among  manv 
Ajnericans  because  thev  are  being 
pushed  to  assume  greater  responsi- 
bility for  their  financial  life  by  both 
the  government  and  dieir  employers. 
There  is  growing  concern  that 
Social  Security's  financial  crisis 


TEMPLETON  DEVELOPING 
MARKETS  TRUST 

Search  Worldwide  And  You 
Will  Find  More  Bargains  Than 
In  Any  Single  Nation 


Average  annual  Total  Returns 

1-Year 

5 -Year 

Since  Inception 
10/16/91 

15.5% 

10.8% 

10.4% 

B  As  the  international  trend  toward  more  Western- 
style,  free-market  economies  continues,  such 
countries  may  experience  high  rates  of  economic 
growth.  Templeton  Developing  Markets  Trust  seeks 
to  take  advantage  of  these  significant,  changing 
economies. 

■  This  fund  is  designed  for  investors  seeking  long- 
term  capital  appreciation  and  who  are  willing  to 
accept  the  special  risks  of  investing  in  developing 
markets  such  as  higher  volatility,  currency  fluctua- 
tions and  political  uncertainty. 
■  Mail  in  the  postage-paid  card  or  call  Templeton 
today. 

'Performance  figures  shown  pertain  only  to  Class  I  shores  of  the  fund.  Class  II 
shares,  which  the  fund  began  offering  on  May  I,  1995  are  subject  to  different  fees 
and  expenses,  which  will  affect  their  performance.  Please  see  the  prospectus  for  infor- 
mation regarding  Class  I  and  Class  II  shares. 

Average  annual  total  returns  represent  the  average  annual  increase  in  value  of  an 
investment  over  the  indicated  periods,  ended  12/3 1  /96. All  calculotions  include  the 
maximum  5.75%  initial  sales  charge  and  assume  reinvestment  of  dividends  and 
capital  gains  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate 
with  market  conditions,  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares. 
Prior  to  July  1 ,  1 992,  fund  shares  were  offered  at  a  higher  sales  charge. Thus,  actu- 
al total  returns  to  purchasers  of  shares  during  that  period  would  have  been  somewhat 
less  than  noted  above  Past  performance  does  not  guarantee  future  results. 

Franklin  Templeton  Distributors,  Inc. 
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CALL  1 -800-342-FUND  EXT.  T391 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Templeton  Developing  Markets  Trust,  including  sales  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Templeton  shareholder. 

Name 


BWKi/y? 

T3s)l 


Address 


City/State/Zip 


Daytime  Phone 


A    Member    Of    The    $178    Billion  Franklin 

'         '         '         '       ~^       I         I         i         I   ■  


Ibmpleton 

W  ()  R  1,  D  V\  I  D  E 

700    Central  Avenue 
St.  Petersburg,  FL  33701-3628 
Templeton  Group 


SPECIAL  ADVERTISING  SECTION 


Choosing  the  right 

financial  advisor 
just  got  a  lot  easier.., 


Everything  you  want  to  know  about 
individual  financial  professionals  is 
right  at  your  fingertips  with  NetPath. 

Our  online  directory  profiles  the  pros 
right  down  to  their  investment 
philosophies.  They  re  broken  down 
first  by  geographic  location,  and  then 
by  specialty,  so  that  you  can  locate  a 
consultant  who  suits  your  needs. 


...AND  SO  DID  TAKING 
STOCK  of  YOUR  STOCK. 

NetPath  also  helps  you  keep  track  of 
your  investments,  with  continuous 
updates  of  financial  information 
from  market  sources  such  as  Reuters, 
Standard  &  Poors,  and  CDA/ 
Wiesenberger  -  Thomson  Financial's 
leading  mutual  fund  guide. 

You  can  even  customize  your  own 
reference  library  to  receive  the  latest 
facts  on  the  investments  that  interest 
you  most. 

So  link  up  with  NetPath, 
it's  the  smartest  investment  you'll 
make  on  investing  smart. . . 
and  its  absolutely  free. 

For  more  information,  send  email  to: 

inh)(!?'atlason  line,  com 
phone;  412  351  4611  fax:  412  351  4617 

Visit  us  at: 
http://wvvw.atlasonline.com 


Atlas  Online' 


means  today's  active  workers 
shouldn't  count  on  Uncle  Sam  to 
support  their  retirement.  Social 
Security  will  be  there,  but  while 
your  parents  may  have  lived  on  it, 
chances  are  you'll  regard  it  as  a 
supplement  to  some  other  source  of 
real  retirement  income. 

Meanwhile,  your  employer's  not 
going  to  support  you  very  lavishly 
either.  Downsizing,  right  sizing, 
reengineering,  and  ^^^^^^^ 
reinventing  the  cor- 
poration have  all 
come  down  to  the 
same  thing  in  terms 
of  jobs:  here  today, 
gone  tomorrow.  And 
the  loosening  of  the 
social  contract 
between  employers 
and  employees  has 
also  extended  to 
retirement  benefits. 
Fewer  employees  can 
look  forward  to  par- 
ticipating in  cushy 
defined  benefit  plans.  More  and 
more  workers  are  part  of  defined 
contribution  plans,  in  which  your 
retirement  benefits  will  reflect 
whatever  investment  results  have 
been  attained  by  the  money  you 
and  your  employer  have  contributed. 

'^T'ou  can  and  must  choose  the 
1  investments,  and  "This  is 
bringing  a  whole  range  of  people 
into  the  markets  for  the  first  time," 
notes  Debbi  Mandelker,  first  vice- 
president  in  the  Group  Employee 
Services  Division  of  Merrill  Lynch. 
These  days,  many  "regular  guys" 
who  once  talked  about  the  stock 
market  being  only  for  the  rich,  now 
find  themselves  with  a  five  figure 
portfolio  of  stocks  and  bonds  and 
a  burning  desire  to  check  closing 
market  prices  in  the  newspaper. 

"This  shift  to  personal  responsi- 
bility is  going  on  in  a  big  way,"  says 
American  Century's  Snyder.  He 
adds,  "People  have  sensed  this,  and 


New  Technologies, 
Internet  access,  and 
a  host  of  new  financial 
choices  have  reshaped 
the  way  people  are 
managing  their  assets. 


they're  accepting  it."  Many 
observers  are  surprised  to  see  this 
message  being  taken  to  heart  by  so 
many  members  of  the  celebrated 
baby  boom  generation,  the  popula- 
tion cohort  born  between  1946  and 
1964.  As  they  get  older,  the 
boomers'  priorities  have  changed 
fi-om  sex,  drugs  and  rock  and  roll  to 
decidedly  more  sedate  pastimes. 
The  generation  that  once  spent  like 
^^^^^ggg^     it  was  going  out  of 
style  is  increasingly 
acting  as  if  spending 
really  has  gone  out  of 
style.  Instead,  saving 
has  gone  up  markedly 
among  this  group. 
They're  saving  to  pay 
for  their  children's 
college  education  and 
for  a  rainy  day,  but 
most  of  all,  they're 
saving  for  their  own 
retirement. 

Because  of  these 
changes  on 
demand  side  of  investing, 
supply  side  has  also  been 
undergoing  a  transforma- 
tion. "There  has  been  an 
explosion  of  choice," 
says  Snyder.  For  a 
growing  number  of 
investors,  both  new 
and  old,  the  most 
popular  investment 
vehicle  is  the  mutual 
fund.  "More  people  are 
deciding  they  can't  pick 
stocks  as  well  as  they  think 
professionals  can,"  Synder 
says,  and  he  adds,  "There's 
much  choice  in  the  mutual 
market,  there's  no 
reason  to  go  out  and  buy 
individual  stocks." 

Last  year,  Ainericans  put  a 
record  $235  billion  into  mutual 
fiinds,  up  from  $22  billion  in  1990. 
Today  more  than  63  million  people 
own  mutual  funds,  up  from  38 
million  only  four  years  ago. 


How  traditional  insurance  works: 


All  you  have  to  do  to  g^et  this  is  die. 


Traditional  life  insurance  products  were  designed 
over  a  century  ago  to  offer  one  primary  benefit.  A 
lump  sum  of  cash  in  the  event  of  an  early  death. 

But  a  funny  thing  happened  on  the  way  to  the  2 1st 
century.  People  started  living  longer.  Today,  it's  no 
longer,  "I'm  worried  about  dying  young."  It's,  "What 
if  I  outlive  my  money?" 

Yet,  while  the  needs  of  insurance  customers  have 
changed,  most  insurance  companies  continue  to  push 
outdated  products  that  emphasize  death  benefits  and 
offer  modest  retirement  income  as  an  afterthought. 


LifeUSA  has  a  new  idea — called  "Universal  .Annuity 
Life'.'*  The  first  life  insurance  policy  that  not  only  covers 
against  early  death,  but  also  rewards  our  policyholders 
with  a  guaranteed  retirement  income  that  can  be  nvo  to 
three  times  greater  than  traditional  insurance  policies. 

Has  our  approach  been  successfiil?  A  new  company 
just  ten  years  ago,  LifeUSA  now  manages  more  than 
$4  billion  in  assets,  and  has  become  one  of  the  most 
successful  companies  in  the  insurance  business. 

Call  us  at  1-800-950-7372 
today  for  more  information. 


LifeUSA 
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They  aluoays  called  yon  "Big 
John"  and  "Little  John. "  You 
ivere  his  best  ma?7.  Ai^d  he, 
yours.  Aijd  %vhen  you  started 
the  firm,  you  argued  over 
ivhose  name  coidd  go  last. 

friends  for  life 

Friends.  It's  about  being  there for  someone  close.  It's  about  sharing 
a  fixture.  It's  about  dedicatioij,  a?jd  ho%u  ive  do  business.  Which 
could  explain  zvhy  so  many  friends  recommerjd  American  Life 
to  their  friends.  And  ivhy  American  Life  and  our  policyholders 
are  frieitds  for  life. 


ylrijiuities 

401  (k)  l^rogp-ams 

Va7-iable  Universal  Life 

Iriiiiuidiial  /Retirement  Accounts 


American  Life 


320  Park  Avenue,  New  York,  NY  10022  1-800-957-5432 

The  American  Life  Insurance  Company  of  New  York  is  a  wholly  owned  subsidiary  of  Mutual  of  America  Life  Insurance  Company 


IT  LEFT  THE 
AAILITARY  TO 

COMQUER 
THE  WORLD. 


November  11,  1940: 
Code-named  "Quad,"  two 
prototype  vehicles  are  delivered 
to  Camp  Holabird  in  Maryland 
for  testing.  U.S.  Army  officials 
promptly  order  1,500  more. 


October  30,  1996: 
Petersen 's  4-\\lieel  &  Off-Road 
hails  all-neio  1997  Jeep  Wrangler  as 
4x4  of  the  Year  (Fifth  time  the  title  is 
bestoived  on  a  Jeep  vehicle — niore 
than  any  other  brand.) 


A 


w 


February  12,  1996: 
Bozving  to  Jeep  loyalists, 
Chrysler  engineers  come 
full  circle  and  return 
round  headlights  to  the 
all-neiu  Jeep  Wrangler. 


*•  *  •  • 


•   «   «   •  4 


•    «    •    «  • 


It's  no  coincidence  that  today's  Jeep  Wrangler  we've  -continually  honed,  finessed,  and  refinej  i 

bears  an  unmistakable  likeness  to  the  original  the  Jeep  Wrangler  in  more  ways  than  we  ca  1 

Willys  MB.  In  fact,  we  at  Chrysler  Corporation*  count.  But  we  did  it  without  compromising  i  i 

wouldn't  have  it  any  other  way.  Over  the  years  indomitable  Jeep  character.  Because  as  the  can  i 

■  ■                                      .  ! 
Visit  our  World  Wide  Web  site  at  http://www.chrvslercorp.com.  or  call  toll-free  1-888-GREATCARS.     Always  mar  your  seat  belt.  Jeep  is  a  register!  J 

Syndicate,  Inc.  "The  Hearst  Corporation.  ,  j 


buMiMMiiiiffmmTmT! 


April  23,  1944: 
'heories  on  the  origin  of 
le  jfccp^  name  prompt  a 
ishingum  Post  editorial. 

One  unlikely  view 
olds  it  zvas  coined  after 
'he  Popeye  comic  strip 
-.haracter,  "Eugene  the 
'p."  Others  believe  it  was 

short  for  "GP,"  or 
'fineral  purpose.  Either 
way,  the  name  stuck. 


April  30,  1995: 
l-rieiv  1997  Jeep  Wrangler 
is  subjected  to  rigorous 
ting  for  contingencies  that 
range  from  high-speed 

desert  driving  in 
tandi  Arabia  to  Alaskan 
temperature  extremes. 


June  16,  1945: 
Willys  MB  changes  into  civilian 
garb  zuith  the  introduction  of  the 
W'^illys  Universal.  Modifications 
include  removing  the  gun  holster 
from  the  loindshield. 


August  29,  1953: 
California's  Rubicon  Trail 
plays  host  to  the  first-ever 
Jeep  Jamboree.  Later  that 
evening  six  Jeep  ozuners 
perform  an  impromptu 

cancan  number 
around  the  campfire. 


January  20,  1965: 
Every  float  in  the  Presidential  Inaugural 
Parade  in  Washington,  D.C.,  is  pulled  by  a 
Jeep  CJ5.  Overseas,  Jeep  vehicles  are  marketed 
in  more  than  100  countries. 


August  5,  1987: 
Chrysler  Corporation  acquires  the 
Jeep  brand.  The  legend  continues. 


March  12,  1986: 
First  Jeep  Wrangler  rolls  off  the  assembly 
line.  The  automotive  press 
cheers,  adding,  'Tt's  hard  not  to  gush." 


» 


« 


ker  of  an  automotive  legend,  we  know  that 
hiat  you  don't  change  is  just  as  important  as 
tiat  you  do  change.  It's  how  you  think  when 
eat  cars  and  trucks  are  what  you're  about. 

demark  of  Chrysler  Corporation.  Eugene  the  Jeep  ©1997  King  Features 


t 

GREAT  CARS. 
GREAT  TRUCKS. 

^CHRYSLER  CORPORATION 
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order  entry  system  would  get  you  a 
ten  percent  discount.  But  if  you 
place  your  order  electronically 
through  E-Schwab,  the  transaction 
will  cost  you  $29.95.  E*Trade  will 
do  man\  ot  the  same  transactions 
for  around  $15  and  other  Internet 
brokers  will  do  it  for  even  less, 
although  there  are  sometimes  adtli- 
tional  handling  fees. 

Some  investors  are  holding  back 
because  they  worry  about  security 
on  the  Internet.  Internet  fans  say 
investing  this  way  may  take  getting 
used  to,  but  it  might  even  be  better 
than  some  ot  the  old  ways.  After  all, 
its  probably  easier  to  confuse  "buy" 
and  "sell"  or  "Pepsico"  and  "Texaco" 
in  a  telephone  conversation  with  a 
l)roker  than  when  you  are  asked  to 


type  in  what  yoii  want  to  do  and 
then  hit  a  key  to  confirm  what  the 
screen  says. 

The  old  line  brokers  are  keeping 
a  very  careful  eye  on  the  expanding 
role  of  the  Internet.  Some  are 
dipping  a  toe  into  these  waters. 
Donaldson,  Lufkin  &  Jenrette,  a 
big  institutional  brokerage  firm 


that's  80%  owned  by  Equitable  Life, 
is  backing  PC  Financial  Network, 
which  permits  electronic  trading, 
and  last  October,  American  Express 
created  InvestDirect,  another 
Internet  trading  vehicle.  Most  other 
major  full  service  brokers  offer 
information  on  the  Net,  but  they're 
not  eager  t<j  facilitate  trading  since 
their  business  is  built  on  ^^^^ 
brokers  developing  a 
personal  relationship 
with  customers. 

An  additional  role 
for  the  Internet  is  being- 
carved  out  by  Atlas 
Online,  which  has 
launched  NetPath  to 
help  individual  investors 
find  and  evaluate  poten-  ■■■■■■■■ 
tial  investment  advisors.  "What  had 
been  going  on  was  that  at  7:30, 
when  you're  eating  dinner,  a  broker 
calls  you  to  solicit  your  business," 
says  Pradeep  K.  VV^ilia,  founder  and 
CEO  ot  Atlas,  "but  now,  we're 
turning  the  tables  on  them,  and 
empowering  the  individual  investor 
to  choose  the  right  professional." 

Amid  all  these  changes  in  invest- 
ment mechanisms,  there  are  now 
fewer  people  sitting  around  brokers' 
offices  watching  the  Quotron  screens 
while  they  buy  and  sell  stocks.  Those 
who  still  like  to  invest  this  way  are 
increasingly  older  people  who  don't 
offer  brokerage  firms  impressive 
long-term  growth  prospects. 

The  result  is  a  revolution  unfold- 
ing in  brokerage  firms  as  they 
struggle  to  keep  the  small  investors. 
Traditionally  brokers  suggested 
transactions,  and  then  levied  fees 
on  those  transactions.  That  system 
gave  brokers  a  powerful  incentive 
to  suggest  buying  or  selling  some- 
thing rather  than  maintaining  the 
status  quo,  and  some  brokers  might 
even  be  tempted  to  churn  the 
account  —  suggest  excessive  buying 
or  selling  —  to  generate  sales  com- 
missions. As  investors  have  become 


The  old  line  brokers  are 


keeping  a  very  careful 


eye  on  the  expanding 


role  of  the  Internet 


more  wary,  brokers  are  altering  dieir 
fundamental  pricing  mechanisms. 

Merrill  Lynch  has  played  a  lead- 
ing role  in  changing  the  basis  of  an 
individual  broker's  commissions 
from  a  percent  of  transaction  fees 
to  a  percentage  of  assets  in  a  client's 
account.  Merrill's  pilot  program  has 
been  highly  successful:  Fee-based 
^^^■1^^^^     programs  quickly 
grew  to  represent 
more  than  $30 
billion  out  of  the 
$830  billion  that 
Merrill  Lynch 
customers  have  in 
their  accounts. 
And  the  firm's 
senior  executives 
expect  the  propor- 
tion to  grow  rapidly  as  Merrill  seeks 
to  emphasize  financial  planning 
rather  than  securities  transactions. 

In  addition,  instead  of  focusing 
exclusively  on  their  proprietary 
munial  funds,  with  their  steep 
front-end  sales  commissions,  Merrill 
Lynch  and  Smith  Barney  have 
recenth'  begun  to  compete  with  the 
mutual  fund  supermarkets  by  offer- 
ing a  wider  range  of  funds,  including 
no-load  funds.  Instead  of  a  sales 
charge,  the  securities  firms  get  paid 
by  imposing  a  1.5  percent  charge 
on  assets  in  the  client's  account. 

Similarly,  a  number  of  brokerage 
firms  are  promoting  "wrap  accounts" 
in  which  an  investor's  funds  are 
turned  over  to  outside  investment 
advisors  or  invested  in  mutual 
Rinds,  all  chosen  by  the  client  or 
his  or  her  broker.  Again,  the  broker 
gets  paid  by  assets  in  the  account, 
not  by  generating  transactions.  If 
the  assets  in  the  account  increase, 
both  the  client  and  the  broker 
should  be  hajipy,  jiroviding  a 
healthier  alignment  of  interests 
than  fee  structures  that  require 
transactions. 

Wdiat  has  become  clear  is  that 
many  people  want  investment 
advice,  they  just  want  to  make  sure 


choose  Prudential  for  high  ratings 
from  Momingstar  across 
the  mutual  fund  spectrum 


Proven  solutions, 
practical  advice 
and  a  proud  money 
management  tradition 

one  of  the  world's 
oldest  and  largest  financial 
services  companies,  it's  no 
surprise  that  Prudential 
manages  so  many  fijnds 
that  have  garnered  high 
star  ratings.  It  comes 
from  our  unwavering 
commitment  to  judicious 
asset  allocation,  broad 
diversification  and  sunple 
patience. 

Maybe  it's  tune  you  joined 
the  millions  of  Americans 
who've  learned  the 
difference  Prudential 
can  make.  Why  not  call 
and  make  an  appointment 
with  a  Prudential 
professional  today? 


Fund 
Type 

Overall  Mornlngstar 
Rating  as  of  1/31/97 

Mutual  Fund  (Class  A) 

Investment  Objective 

Fast  Fund  Facts 

U.S. 
Stock 

^  ★  ★  ★ 

Prudential  Equity  Fund 

Long-term  growth  of  capital 

Applies  a  "deep  value"  investment 
style  to  select  a  well-diversified  port- 
folio of  domestic  common  stocks. 

Funds 

★  ★  ★  ★ 

Among  1,858  Domestic  Equity  funds 

Prudential  Equity  Income  Fund 

Current  income  and  capital 
appreciation 

Seeks  above-average  total  returns  and 
below-average  volatility  by  investing  in 
stocks  believed  to  be  undervalued  in 
the  market. 

US. 
Bond 

Among  1,112  Toxable  Bond  Funds 

Prudential  High  Yield  Fund 

Maximize  current  income 

Takes  a  diversified  approach  to  seek- 
ing high  current  income  and  solid 
credit  quality  from  non-investment 
grade  corporate  bonds. 

Funds 

Among  1,170  Munidpol  Bond  Funds 

Prudentiol  Municipal  Bond 
Fund/High  Yield  Series 

To  provide  the  maximum  income 
free  from  federal  income  taxes* 

Uses  extensive  credit  analysis  to  select 
a  diversified  portfolio  of  investment 
grade  and  non-investment  grade 
municipal  bonds. 

For  more  complete  information, 
including  soles  chorges,  management 
fees,  and  expenses,  obtain  a 
prospectus  by  calling  the  number 
above.  Please  read  it  carefully  before 
you  invest  or  send  money.  Funds  are 
offered  through  Prudential  Securities 
incorporated  and  Pruco  Securities 
Incorporated. 


S'  ★  ★  ★  ★ 

Funds    Among  393  Internotionol  Equity  Funds 


Global 
Bond 
Funds     Among  1 


112  Taxable  Bond  Funds 


Prudential  World  Fund/Global 
Series 

Long-term  growth  of  capital  and 
income  as  a  secondary  objective 

Prudential  Global  Total 
Return  Fund 

Seeks  total  return 


Uses  a  broadly  diversified,  aggressive 
strategy  for  uncovering  grov4h  from 
stocks  and  other  securities  around  the 
world,  including  the  U.S. 

Invests  strategically  in  bonds  from 
governments,  government  agencies 
and  corporations  in  countries  around 
the  world,  including  the  U.S. 


Call  today  for  a  free  prospectus. 

1-800-THE-ROCK  ext.1700 

www.prudentlal.com 


Prudential 


Past  peifoimonce  is  no  guaiantee  of  fuluie  lesulfs.  Share  ptices  and  leturns  will  voty,  ond  you  may  liave  o  gain  ot  loss  when  you  sell  shores.  Not  all  funds  in  the  Prudential  Family  of  Funds  were  rated  as  high  as  those  oppeoting  in  this 
advertisement  Foreign  investments  ore  subjei^  to  special  risks  including  currency  fluctuations  and  the  impact  of  social,  political  and  economic  change.  All  IVIorningstor  periods  ended  1/31/97,  and  ratings  ore  sub|ect  to  chonge  every 
month  Moinrngstor  proprietary  ratings  reflect  risk-adjusted  performance  Momingstar  ratings  ore  colculoted  from  the  funds'  three-,  five-,  and  ten-year  returns  (with  fee  odiustments)  in  excess  of  90-day  Treasury  bill  returns,  and  o 
risk  factor  that  reflects  fund  performonce  below  90-day  T-bill  returns.  The  one-year  rating  rs  calculated  using  the  some  methodology,  but  is  not  a  component  of  the  overall  rating.  Ten  percent  of  the  fijnds  rn  a  category  receive  5  stars, 
the  next  22.5%  receive  4  stars,  and  the  next  35%  receive  3  stars.  Prudential  Equity  (Class  A)  and  PrudenfinI  Equity  Income  (Class  A)  received  4  stars  (among  1,072  fijnds)  for  the  5-year  period,  3  stars  (among  1,858  fijnds)  for  the 
3-year  period,  and  3  stars  (among  2,990  fijnds )  for  the  1-year  penod.  Both  fijnds  were  rated  in  the  Domestic  Equity  category.  Prudential  High  Yield  Fund  (Class  A)  recerved  5  stars  (among  608  funds)  for  the  5  year  period,  4  stars 
(omong  1,112  fijnds)  for  the  3  year  period,  and  4  stars  (among  1,670  fijnds)  for  the  1-yeor  period  in  the  Taxable  Bond  category.  Prudenfiol  iVlunicipol  Bond  Fund/High  Yield  Series  (Class  A)  received  5  stars  (among  586  fijnds)  for 
the  5-year  period,  5  stars  (among  1,170  fijnds)  for  the  3-year  period,  and  3  stars  (among  1,724  funds)  for  the  l-yeor  period  in  the  Municipol  category.  Prudential  World  Fund/Global  Series  (Class  A)  received  4  stars  (omong  191 
fijnds)  for  the  5-year  period,  3  stars  (among  393  fijnds)  for  the  3-year  period,  and  3  stars  (omong  855  fijnds)  for  the  1-year  period  in  the  International  Equity  cotegory.  Prudentiol  Globol  Total  Return  Fund  (Class  A)  recerved  5  stars 
(omong  247  fijnds)  for  the  10-year  period,  4  stors  (omong  608  fijnds)  for  the  5-year  period,  4  stars  (among  1,112  funds )  for  the  3-year  period,  and  4  stors  (among  1,670  fijnds)  for  the  1-year  period,  rated  in  the  Taxable  Bond 
cotegory  'Certain  shareholders  may  be  subject  to  the  Federol  Alternative  Minimum  Tox  (AMT)  or  state  and  locol  taxes.  Shares  of  the  Funds  are  offered  through  Prudential  Securities  Incorporoted,  1 99  Water  Street,  New  York,  NY,  ond 
Pruco  Securrties  Incorporated,  1111  Durham  Avenue,  South  Ploinfield,  NJ,  both  subsidiaries  of  The  Prudenhal  Insurance  Compony  of  Amenco. 
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it's  dispassionate,  disinterested  advice 
The  rise  of  401  [k]  plans  "really 
heightened  the  importance  of  good 
soHd  investment  education  and 
fmancia!  information  for  people  to 
assist  them  in  making  the  right 
decisions  about  how  much  to  invest 
and  how  to  invest  it,"  notes 
Merrill's  Debbi  Mandelker. 
Employers  are  eager  for  employees 
to  participate  in  these  plans,  but 
loathe  to  provide  advice  lest  they 
incur  legal  liability.  As  a  result, 
Mandelker  says,  "There  is  a  great 
deal  of  sensitivity  about  staying  on 
the  appropriate  side  of  the  distinction 
between  advice  and  educating 
employees  about  making  their  (jwn 
investment  decisions,"  But  with 
employers  leeiy  of  offering  explicit 
instructions,  many 
people  still  need  help, 

not  onlv  in  fomiulat- 

'  If 

ing  their  401  [k] 
choices,  but  in  relating 
those  choices  to  the 
rest  of  their  assets. 


increasingly  basing  commissions  on 
assets  rather  than  transactions,  dis- 
count brokers  are  moving  to  offer 
advice.  For  example,  Seip  says, 
"Schwab  is  moving  to  expand  its 
franchise  beyond  the  fiercely  inde- 
pendent investor  to  more  mainsd^eam 
investors  who  might  need  some 
help  in  asset  allocation  or  mutual 
fimd  selection  to  get  started.  We 
offer  an  ability  to  hook  these  peo- 
ple up  with  a  fee-only  advisor." 

No  matter  what  kind  of  institution 
houses  these  advisors,  American 
C^entury's  Synder  says,  "The  advice 
givers  are  dramatically  improving 
their  selection  and  their  pricing 
options  and  flexibility."  The  bottom 
line  is  that  the  more  money  people 
have  invested,  the  more  advice  they 


The  delivery  of 
investment  advice 
has  been  turned  on  its 
head.  Originally 
brokers  gave  free 
advice  bundled  in 
with  the  cost  ol 
investment  transac- 
tions. Then,  discount 
brokers  offered  cheap 
transactions  but  no 
advice.  Now  comes 
the  synthesis:  advisors 
who  are  increasingly 
likely  to  be  ]xiid  with 
fees  rather  than  com- 
missions. They  help 
investors  navigate  the 
increasingly  crowded 
investment  landscape 
without  being  biased 
by  commissions. 

Wliile  full  service 
brokers  are  respf)nding 
to  this  seachange  by 


^^^^  *^^^ 


want.  "We  have  studies  that  show 
that  nine  out  of  ten  individual 
investors  who  have  invested  assets 
of  more  than  $100,000  choose  to 
use  a  financial  professional,"  notes 
t*radeep  Walia  of  Atlas  Online.  He 
adds,  "\^Tien  play  money  becomes 
real  money,  people  go  looking 
for  help." 

Advice  is  becoming  increasingly 
important  because  two  other 
major  investment  services,  execution 
and  information,  are  becoming 
commodities.  Investors  are  awash 
in  information,  from  Wall  Street 
Week  to  America  Online  to  the 
expanded  personal  finance  columns 
in  many  newspapers  and  magazines. 
And  deep  discount  brokerage  firms 
as  well  as  the  Internet 
have  reduced  the  cost 
of  actually  executing  a 
securities  transaction 
^  to  levels  that  are  often 
^ .  barely  noticeable. 

/'J^  As  securities 

investments  have 
grown  more  attractive, 
the  life  insurance 
<i  industry  has  been 
striving  to  keep  pace. 
The  role  life  insur- 
ance plays  in  personal 
finance  is  entering  its 
third  era.  At  first,  life 
insurance  was  pur- 
chased to  pay  for  a 
decent  burial,  to 
make  sure  you  didn't 
burden  your  relatives 
with  your  final  costs 
or  face  the  ignominy 
of  ending  uj)  in  a 
1^  potters  field.  Then  it 
became  the  principal 
means  ot  providing 
r  i  \'our  family  with 
■  financial  protection  if 
the  breadwinner  died 
unexpectedly. 
Now,  says  Robert 
MacDonald,  chairman 


AIM  BLUE  CHIP  FUND  INVESTMENT  RESULTS  AS  OF  DECEMBER  31,  1996 

Average  Annual  Total  Returns  Growth  of  $10,000 

Excluding  Sales  Charges 

lYear  23.75%  $12,375 

3  Years  19.58  17,097 
5  Years  12.90  18,356 
inception  (2/4/87)  12.46  31,997 


Want  to  add  quality  to  your  portfolio?  Consider  AIM  Blue  Chip  Fund.  The  Fund  huys  stocks  from  all 
the  major  sectors  of  the  market,  so  it's  broadly  diversified.  But  it  seeks  to  own  only  the  leaders  from 
each  of  those  sectors-the  cream  of  the  crop. 

FAST-GROWING  EARNINGS  AND  ATTRACTIVE  STOCK  VALUES  The  Fund  S  managers  look 
for  estabhshed,  well-known  companies  that  have  the  fastest-growing  earnings  in  their  sector,  and  for 
blue-chip  companies  whose  stock  values  are  attractive  compared  to  the  overall  market.  No  other 
companies  belong  in  the  Fund  s  portfolio. 

PROVEN  INVESTMENT  STRATEGIES  The  .\IM  Blue  Chip  Fund  unites  AIM'S  proven  stock  selec- 
tion disciplines  for  growth  and  v;ilue  in  one  investment.  These  are  the  same  disciplines  that  have  pro- 
duced strong  results  for  the  AIM  equity  hmds  over  the  years.  Of  course,  past  performance  cannot 
guarantee  comparable  fiuure  results. 

TALK  TO  YOUR  FINANCIAL  CONSULTANT  For  more  complete  information,  including  sales 
charges  and  expenses,  please  ask  your  financial  consultant  for  a  free  prospectus  and  Investors  Guide. 
Please  read  the  prospectus  carefully  before  you  invest  or  send  money 

CALL  FOR  YOUR  FREE  INVESTORS  GUIDE 

1-800-246-4246 

www.aimfunds.com 


AIM 

16.95%  17.34%  11.63%  mi  11.82%  tor  the  one-,  three-  ;uid  five-year  periods,  and  since  inception  including  ni;L\iniinii  S.5()%  sales  charge. 
Investment  return  and  |)riiKip;d  \aliie  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 
A  I  M  Distribntors,  Inc.  2/97 
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■and  CEO  of  LifeUSA 
Insurance  Co.,  "Companies 
have  begun  to  develop 
products  which  are  geared 
to  hving  as  well  as  dying. 
These  products  provide  a 
stream  of  income  if  you  Hve 
as  well  as  a  lump  sum 
benefit  li  you  die." 

Insurance  is  supposed  to 
provide  protection  against 
financial  risks,  and  while 
dying  too  soon  is  one  major 
risk  we  face,  another  risk 
more  and  more  people  fear  is  out- 
living their  money.  As  a  result,  a 
growing  array  of  life  insurance 
products  make  it  possible  to  protect 
against  both  of  those  risks. 

In  many  of  today's  life  insurance 
products,  MacDonald  notes,  "The 
death  benefit  portion  really  has 
become  a  commodity  type  product, 
so  if  someone  is  really  concerned 
about  the  financial  impact  of  dying 
young,  then  they  can  get  a  pretty 
good  deal  by  buying  ^^^^^^ 
term  insurance  on  a 
commodit}'  basis  — 
find  the  cheapest  pol 
icy  and  buy  it."  But, 
he  says,  "The  other 
side  of  the  coin  is 
that  insurance  compa 
nies  have  developed 


not  subject  to  taxes,  in  contrast  to 
other  personal  investments. 
However,  MacDonald  and  others 
warn  against  using  insurance  policies 
purely  as  an  investment.  WHiile 
there  are  tax  advantages,  there  are 
also  the  costs  associated  with  the 
insurance  coverage,  and  if  you  don't 
need  that  coverage  these  can  be 
expensive  ways  to  invest. 

Moreover,  MacDonald  notes  that 
some  companies  are  offering  insur- 
^^^^^^     ance  that  has  a  critical 
illness  or  long-term 
care  benefit.  1  hese 
policies  specify  that  if 
someone  suffers  a 
heart  attack,  for 
example,  they  will 
get  25%  of  the  face 
amount  of  the  insur- 
products  that  can  be  veiy  creative,       ance  policy  immediately  rather 
and  veiy  competitive  to  other  alter-     than  at  death.  Or  if  they  must  be 
natives,  inckuling  investments.  They     confined  to  a  nursing  home,  they 


Life  insurance  is  an 
attractive  investment 
vehicle. 


can  fill  a  veiT  important  role  in  any 
overall  investment  plan." 

Variable  and  universal  policies 
offer  people  choices  in  how  much 
they  want  to  put  into  then-  jiolicies 
and  how  they  want  their  funds 
invested.  These  fimtls  can  then  be 
tapped  later  on  to  provide  a  lump 
sum  tor  purchasing  a  retirement 
home  or  a  stream  of  retirement 
income.  Life  insurance  is  an  attrac- 
tive investment  vehicle,  because  the 
"inside  buildup,"  the  accumulation 
of  hinds  inside  a  policy  structure,  is 


will  be  able  to  use  up  to  the  tace 
amount  of  the  policy  to  pay  the 
nursing  home  costs. 

Amid  the  proliferation  f)f  insur- 
ance products,  MacDonald  says, 
"The  positive  side  of  it  is  there  are 
better  products  — they're  cheaper 
and  more  flexible.  The  downside  is 
that  it's  more  complicated  and  easier 
to  make  a  mistake.  In  the  past,  it 
was  plain  vanilla;  everybody  was 
selling  the  same  product  and  every- 
body had  to  find  an  agent  they 
liked.  Now  there  has  been  significant 


changes  in  product  structure 
and  design,  and  benefits, 
and  so  it  is  worthwhile  to 
shop  aroimd." 

Dee  SlavLitin  of  Stern 
Slavutin  notes  that  life 
insurance  is  also  playing  an 
increasingly  important  role 
as  a  mechanism  for  deferred 
compensation  plans.  A  few 
years  ago,  legislation  put 
limits  on  the  amounts  of 
money  that  people  could 
put  into  so-called  tax- 
qualified  plans,  Slavutin 
says,  "so  immediately  there  was  a 
shift  to  non-qualified  deferred 
compensation,  and  the  major  funding 
vehicle  for  deferred  compensation 
is  life  insurance."  Variable  life 
insurance  products  provide 
"the  performance  of  mutual 
funds  wrapped  with  an  insurance 
death  benefit." 

And,  she  adds,  "There  is  a  whole 
other  use  of  life  insurance  products 
in  the  estate  planning  area."  In  the 
case  of  closely  held  or  tamily-owned 
businesses,  for  example,  insurance 
is  being  used  to  make  sure  the  sur- 
viving owners  have  the  funds  to  pay 
estate  taxes  or  meet  the  terms  of 
buyout  agreements.  The  goal  is  to 
avoid  the  need  to  sell  the  business 
in  order  to  raise  fiinds  for  taxes. 

Insurance  companies  have  also 
been  pepping  up  their  annuity 
products.  The  traditional  appeal  of 
annuities  is  that  they  permit  money 
to  be  invested  on  a  tax-deferred 
basis  —  the  money  you  earn  isn't 
taxed  until  you  take  it  out  years 
later,  when  you  might  well  be  in  a 
lower  tax  bracket.  However,  many 
fixed  rate  annuities  didn't  offer 
attractive  returns.  The  response  has 
been  variable  annuities,  in  which 
you  get  whatever  return  the  insurance 
company  earns  on  your  money.  You 
not  only  share  the  returns,  you  can 
pick  the  investment  assets.  "One 
of  the  things  we're  seeinq  in  the 


annuity  market  is  a  wider  range  of 
investment  options,"  says  Denny 
Roberts,  senior  pension  consultant 
at  The  Principal  Financial  Group. 
Many  annuities  enable  you  to  use 
the  annuit}'  vehicle  to  invest  in 
popular  muttial  Rinds. 

This  is  appealing  to  investors 
who  prefer  that  their  assets  be 
managed  by  a  brand  name  mutual 
fund  rather  than  a  faceless  insurance 
investment  department.  Meanwhile, 
the  mutual  funds  delight  in  having 
another  distribution  channel,  in 
addition  to  brokers,  advisors  and 
401[k]  plans.  Fidelity  is  the  leader 
in  this  arena.  Its  funds  are  the 
investment  locomotives  for  some 
60  variable  annuities,  containing 
some  $20  billion  in  total  assets.  And 
recendy  Fred  AJger  Management  of 
New  York  was  managing  nearly 
twice  as  much  in  annuities  as  it 
does  in  regular  mutual  ftmds. 
Because  of  various  fees  levied  by 
the  insurance  company  and  the 
mutual  fund  company,  the  cost  of 
investing  this  way  can  be  steep. 


but  on  the  other  hand,  the  gains 
accumulate  on  a  tax  deferred  basis. 

For  most  people  annuities  are 
associated  widi  saving  for  retirement. 
And  that  task  has  become  the  focal 
point  for  more  and  more  investors. 
It's  not  only  a  result  of  the  question 
marks  about  Social  Security  and  the 
risks  associated  with  401[k]  plans. 
The  amount  of  infor-  ^^m^^mm 
mation  in  the  press  in 
the  last  year  or  two 
has  really  increased 
the  awareness  of 
retirement  issues," 
adds  Denny  Roberts. 
Many  people  are 
realizing  that  retire- 
ment is  not  a  brief 
span  between  turning 
65  and  meeting  your  maker. 

In  many  cases,  retirement  will 
last  20  or  30  years;  and  it  will  be  a 
period  of  activity.  The  principal 
symbol  many  people  see  for  their 
retirement  is  not  the  rocking  chair 
and  the  cardigan  sweater  but  the 
golf  club  and  the  cruise  ship  sched 


Americans  need  their 
retirement  assets  to 
work  liarder  than  ever 
for  them. 


or  Arizona.  But  all  that  takes  money. 
For  many  people,  it's  the  third  big 
financial  hurdle:  first  comes  saving 
for  a  house,  then  paying  for  their 
children's  college  education,  and 
then  saving  for  retirement.  The 
books  say  you  should  be  doing  all 
three  at  once,  but  demographic 
trends  make  it  harder.  People  are 
MHHMHM     getting  married  later 
in  life  than  they  were 
a  few  decades  ago, 
and  they're  also  having 
children  later.  That 
means  they're  paying 
college  tuitions  later 
in  life,  leaving  less 
time  to  focus  on 
retirement  savings. 
7  he  result  is  that 
many  Americans  need  their  retire- 
ment assets  to  work  harder  than 
ever  for  them.  To  be  sure,  those 
assets  are  piling  up.  401[k]  plan 
assets  have  climbed  from  $55  billion 
in  1984  and  $345  billion  m  1991  to 
nearly  $800  billion  at  the  end  of  last 
year.  And  there  are  all  sorts  of  people 


ules,  the  keys  to  a  condo  in  Florida      with  five  and  six  figtire  accounts. 


But  six  and  seven  figure  sums  are 
becoming  the  prerequisite  for 
what  many  people  regard  as  a  com- 
fortable retirement.  To  get  there, 
Rogin  says,  more  Americans  are 
realizing,  "They  have  to  be  smart 
investors;  they  can't  be  passive."  It's 
not  easy,  she  says  because,  "The 
boomers  tend  to  be  stretched  in 
lots  of  directions,  with  their  work 
and  their  family  and  possibly  taking 
care  of  their  parents.  The  amount 
of  time  they  have  to  spend  on  their 
investments  may  be  non-existent." 
Nonetheless,  a  growing  number  of 
Americans  are  carving  out  time  to 
manage  their  finances  more  care- 
fully, Rogin  says,  because  "they're 
realizing  the  value  of  investing  well 
over  the  long  term." 


This  special  ath'trtisiiiif  section  was 
written  by  Sydney  David. 


Paying 


LESS 

in  investment  expenses 

IS 

the  best  way  to  gain 

MORE 

from  your  401  (k)  plan. 


Just  take  a  look  at  the  math. 

On  average,  40 1  ( k )  plans 
investing  in  equities  with  mutual 
fund  companies  pay  an  estimated 
$150  per  $10,000  invested. 
(Source:  Momingstar,  Inc.) 

The  Principal'  charges  an 
average  of  $50  on  its  equity 
separate  accounts. 

The  differences  over  time  can 
really  add  up.  The  chart  tells  it  all. 


Add  to  that  the  fact  that 
The  Principal  ha.s  been  making 
the  administration  of  retirement  plans 
about  as  simple  as  possible 
for  over  50  years. 

It's  no  wonder  we  now  manage 
neai  ly  $40  billion  in  retirement  iissets. 
For  over  33,000  companies.  And 
millions  of  employees.  In  fact. 
The  Principal  provides 
administrative  services  for  more 
40 1  (k)  plans  than  any  bank,  mutual 
fund  or  insurance  company. 

The  Principal  Financial  Groupf 
We  give  you  more  for  less  in  more 
ways  than  one.  To  learn  more  about 
The  Principal  Financial  Group, 
visit  our  Internet  home  page  at 
http://www.principal.com  or  call 
1-800-255-6613. 


Less  Expense-More  Return 


□  Average  Equity      ■  Principal  Mutual=10% 
Mutual  fund=9%       Return  after  .50% 
Return  after  1 .50%     Investment  Expense 
Investment  Expense 

■  Starting  Balance  of  $1,000,000  ■  No  Additional  Deposits 

■  Results  After  10  Years  ■  Assumes  10.5%  per  year  earnings 
before  investment  expenses 


the: 


Financial 
Group 

401(k)  •  HMO/PPO  •  Mutual  Funds  •  Securities  •  Annuities  •  Home  Mortgages 
Life,  Health,  Dental  and  Disability  Insurance 


*  CFO  magazine,  Apnl/f^ay  1996.  Senior  Financial  Executive  Ranking    ©1997  Principal  Ivlutual  Life  Insurance  Company,  Des  fyloines,  lA  50392.    Products  and  services  offered  tfirougti 
Principal  Mutual  Life  Insurance  Company  (The  Pnncipal)  and  its  subsidiaries.  Mutual  funds  distributed  ttirougti  Pnncor  Financial  Services  Corporation  (member  SIPC)  Securities  tfirougti 
Pnncipal  Financial  Securities,  Inc  Securities  and  fiealtti  care  products  not  available  in  all  states 
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lANAGEMENT 


INATOMY  OF 
\  BANKRUPTCY 

were  warning  signs  at  MobileMedia  overlooked? 

Just  a  year  ago,  MobileMedia 
Corp.,  the  country's  sec- 
ond-largest paging  com- 
pany, was  transmitting 
jthing  but  good  news.  A  suc- 
!SsfLil  initial  public  offering  had 
;turned  hefty  paper  profits  to 
;ockholders,   new  customers 
ere  signing  on  at  a  blistering 
ice,  and  two  lightning-fast  ac- 
aisitions  costing  more  than  .$1  bil- 
m  were  winning  praise.  On  Jan.  4, 
)96,  then-CEO  Greg  M.  Rorke 
died  MobileMedia's  re- 
mt  purchase  of  Bell- 
outh  subsidiary  Mo- 
leComm  "a  milestone  in 
le  personal  communica- 
ons  industry." 
Millstone  was  more  Uke 
.  In  the  end,  integrating 
le  two  companies  proved 
)o  much  for  MobileMedia 
)  handle.  On  Jan.  30,  the 
)67  million  company  filed 
ir  bankiTiptcy.  While  it  is 
reparing  to  emerge  from 
hapter  11,  MobileMedia 
ill  faces  a  Federal  Commu- 
ications  Commission  investi- 
ition  into  possible  impropri- 
;ies  in  the  licensing  process, 
5  well  as  shareholder  law- 
lits  and  bitter  creditors. 
urmROAT.  In  pait,  Mobile- 
[edia's   decline  mirrors 
lat  of  the  paging  indus- 
•y,  which  has  lost  some 
larket  capitalization  since  September, 
)95,  because  of  cutthroat  competition 
id  new  technologies.  But  MobileMedia's 
oes  go  deeper.  It  suffered  from  poor 
lanagement,  a  disastrous  acquisitions 
rategy,  and  a  disengaged  board.  "It's  a 
•agedy,"  says  one  creditor.  "It  should 
ot  have  happened." 
But  it  did.  And  when  MobileMedia 
•ashed,  nearly  eveiyone  connected  with 
\e  Ridgefield  Park  (N.J.)  company  got 
urned,  including  executives,  lenders, 
lareholders,  and  analysts  who  talked 
p  MobileMedia's  stock  as  it  fell  fi-om  a 


to  avert  disaster,  h&f,  which  sat  on  pa- 
per profits  of  $347  milhon  in  the  months 
after  MobileMedia's  June,  1995,  IPO,  re- 
ferred all  questions  to  a  MobileMedia 
spokesman.  The  three  former  CEOs  ei- 
ther could  not  be  reached  or  declined  to 
answer  most  questions  publicly. 

In  theory,  the  acquisition  strategy 
made  sense.  From  a  fragmented,  local 
industry,  paging  was  quickly  becoming  a 
business  of  scale.  Since  1982,  the  top 
10  companies  have  moved  from  a  28% 
market  share  to  an  estimated  70%  in 
1996.  Convinced  they  needed  an  execu- 
tive with  broadei'  experience  to 
make  MobileMedia  a  dominant 
player,  the  board  brought  in 
Rorke  in  October,  1994,  replacing 
(  EO  Charles  J.  Payer-  Jr.  With  no 
telecommunications  experience, 
Rorke,  who  had  tui-ned  ar'ound 
Washington  Post  Co.'s  Kaplan 
Educational  Centers  Ltd.,  was 
supposed  to  bring  strategic 
thinking  to  his  new  job. 

In  August,  1995,  Rorke  com- 
l^leted  his  fu'st  acquisition,  snap- 
l)ing  up  Dial  Page  Inc.'s  paging 
operations  for  $189  million. 
That  was  just  a  war-mup.  A 
month  later,  the  company  an- 
nounced it  would  buy  Bell- 
South Cor'p.'s  paging  arm, 
MobileComm.  The  .$930 
million  deal  doubled  Mo- 
bileMedia's subscriber-  base 
to  more  than  4  million  and 

A  distant  board, 
costly  acquisitions, 
and  mediocre 
management  were 
a  formula 
for  failure 


billion  in 


high  of  29'A  in  September;  1995,  to  about 
1  in  March.  Their  enthusiasm,  typical 
of  bull-market  excess,  continued  long 
after  glaring  evidence  to  the  contrary 
should  have  sober-ed  them  up. 

One  of  the  biggest  hits  to  reputation 
and  pocketbook  was  taken  by  Hellman 
&  Friedman,  the  highly  r-egarded  San 
Francisco-based  investment  firm  that 
made  its  name  taking  Levi  Strauss  & 
Co.  private  in  1988.  h&f  poured  $180 
million  into  MobileMedia,  owned  a  con- 
tr'olling  inter-est  in  the  stock,  and  domi- 
nated the  board,  which  changed  CEOs 
thi-ee  times  in  three  years  but  still  failed 


made  it  No.  2  in  the  industry,  behind 
Paging  Network  Inc.  Although  Mobile- 
Comm's  subscriber  growth  rates  had 
slowed,  investor's  wer'e  thrilled:  On 
Sept.  15,  MobileMedia  stock  hit  its  all- 
time  high  of  29'A. 

Ther-e  was  no  shortage  of  heavy  hit- 
ter's willing  to  help  fund  the  deal.  In 
November;  the  company  r-aised  .$355  mil- 
lion thi'ough  a  secondary  offering  at  2SA 
a  share  led  by  Lehman  Brothers  Inc. 
and  issued  $250  million  in  subordinated 
debt.  The  next  month  it  opened  a  $750 
million  cr-edit  line  with  a  Chase  Man- 
hattan-led gr-oup  of  banks,  pushing  debt 
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Seven  of  the  world's  largest  pharmaceutical  and  medical  research  companies. 
Five  of  the  top  oil  and  gas  producers.  Financial  service  leaders  in  19  countries. 
What  do  they  have  in  common?  For  one  thing,  success  in  brutally  competitive 
fields.  For  another,  64-bit  AlphaServer™  systems  from  Digital.  Pharmaceutical 
giant  Rhone-Poulenc  Rorer  manages  a  400-ftz7//on-character  data  w^are- 
house  with  an  AlphaServer  8400,  delivering  data  to  its  sales  force  30  days 
ahead  of  the  competition.  Sunoco  in  Canada  depends  on  the  speed  and 

scalability  of  DIGITAL  AlphaServer  systems.  AlphaSei^er 

Now  overachieving 

systems  to  tailor  at  a  company  near  you.  rennet  y  output 

to  fluctuating  market  demand.  High-reliability  AlphaServer  systems  at  the 
New  York  Mercantile  Exchange  deliver  instantaneous  trading  information, 
shrugging  off  disasters  that  might  bring  lesser  systems  to  their  knees.  And 
AlphaServer  systems  deliver  their  world-class  results  running  Windows  NT " 
or  UNIX*  OA^OpenVMSr  If  that  kind  of  overachieving  sounds  good  to  you- 
wherever  in  this  world  you  do  business-call  1-800-DIGITAL.  Or  visit 
www.ads.digital.com/world.  And  make  the  Digital  edge  your  own. 

mm 

Whatever  it  takes. 

A13B 

©1997  Digital  Equipment  Corporation.  Digital,  the  Digital  logo,  AlphaServer  and  OpenVMS  are  trademarks  and  Whatever  it  takes  is  a  service  mark 
of  Digital  Equipment  Corp.  UNIX  is  a  registered  trademark  in  the  United  States  and  other  countries,  licensed  exclusively  through  X/Open  Company,  Ltd. 
Windows  NT  is  a  trademark  of  Microsoft  Corporation.  All  other  names  are  trademarks  or  registered  trademarks  of  their  respective  companies. 
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to  nearly  five  times  cash  flow  at  the 
company,  which  lost  $44  million  in  1995. 
Says  Glenn  W.  Marschel,  ceo  of  Paging 
Network:  "They  overpaid." 

Even  worse,  merging  the  two  com- 
panies proved  tougher  than  anyone  ex- 
pected. A  customer  service  center  in 
Dallas,  one  of  two  sites  where  Rorke 
hoped  to  consolidate  MobileComm's  26 
centers,  choked  on  its  share  of  the  com- 
pany's 1.8  million  new  subscribers.  Op- 
erators sat  around  waiting  for  calls  that 
were  never  patched  through,  and  cus- 
tomer service  I'apidly  detenoi'ated.  "You 
could  page  youi'self  and  it  would  take 
seven  to  10  minutes,"  says  Kenneth  A. 
Toudouze,  a  Dallas  securities  analyst 
and  MobileMedia  customer. 

Former  e.xecutives  acknowledge  they 


line  of  credit.  Predictably,  missed  sup- 
plier payments  followed,  including  some 
to  its  primary  pager  supj^lier.  Motorola 
Inc. 

That  finally  kicked  the  board  into  ac- 
tion. In  late  July,  h&f  general  partners 
John  L.  Bunce  Jr  and  Mitchell  R.  Co- 
hen flew  to  New  Jersey  and,  insiders 
say,  fired  Rorke.  MobileMedia  says  he 
resigned.  "The  reaction  was  to  shoot 
[Rorke],"  says  a  creditor.  "That  caused 
the  company  to  go  into  a  tailspin."  Two 
other  top  execs  soon  followed.  In  the 
aftermath,  the  offering  was  halted,  and 
H&F  heavyweight  F.  Warren  Hellman 
joined  the  board.  Board  member  David 
A.  Bayer,  a  frequent  co-investor  with 
H&F,  became  acting  chairman  and  ceo. 

Two  weeks  later,  Bayer  announced 


equipment  in  November  and  Mobile 
Media  filed  for  Chapter  11  on  Jan.  30. 

The  aftershocks  have  been  felt  fa 
and  wide.  Although  creditors  have  ap 
proved  payments  to  Motorola  and  a  fev 
othei'  key  suppliers,  others  were  not  s( 
lucky.  Greg  L.  Reyes,  ceo  of  Wireles; 
•  Access  Inc.,  a  Santa  Clara  (Calif.),  de 
veloper  of  next-generation  pagers 
doesn't  expect  to  see  the  $700,001 
MobileMedia  owes  his  company  anytim( 
soon,  part  of  the  reason  Wireless  post 
poned  its  own  IPO.  Unsecured  creditor 
hold  some  $500  million  worth  of  bond 
now  trading  at  less  than  a  fifth  of  thei 
original  value.  Shareholders  have  file( 
suit  against  MobileMedia  and  Lehman 
alleging  the  brokerage  was  too  upbea 
about  the  paging  industry.  Lehman  an 


MOBILEMEDIA:  TROUBLE  ON  THE  LINE 


ANNOUNCES  $100  MIUION 
PREFERRED  STOCK  OFFERING 


'  IPO  RAISES 
$150  MILLION 


STOCK  PRICE 


BUYS  MOBILECOMMFOR 
$930  MILLION 


MOBILEMEDIA  FILES  FOR 
CHAPTER  1 1 


NEW  CEO  LORELLI 
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underestimated  the  problems.  And,  in 
the  rush  to  meet  Wall  Street's  gTowth 
ex})ectations,  MobileMedia  kept  adding 
new  customers:  ;-i00,000  in  the  first  half 
of  1996  alone.  Meanwhile,  customer 
turnover  rose  to  in  the  first  quar- 
ter, from  8.6%  in  1995's  fourth  quarter. 
Despite  the  gTowing  difficulties,  former 
executives  said  they  had  no  signal  the 
board  was  worried. 

RED  FLAG.  Tile  numbers  should  have 
told  the  story:  MobileMedia's  operating 
cash  flow  fell  from  $.50.5  million  in  the 
fourth  quarter  of  1995  to  .$4:i()  million  in 
the  first  cjuarter  of  1996.  Nevertheless, 
MobileMedia's  May  13  press  release — re- 
porting record  first-quarter  revenues — 
was  titled  "Acquisition  integTation  run- 
ning ahead  of  schedule." 

So,  it  seems,  were  expenses.  Just 
three  weeks  later,  on  June  6,  Mobile- 
Media  announced  a  private  stock  offer- 
ing to  help  pay  skyrocketing  integra- 
tion costs  that  helped  push  MobOe  Media's 
overhead  expenses  up  50%  in  the  first 
quarter.  Shares  fell  19%-,  to  about  14. 
On  June  26,  with  cash  flow  stalled,  Mo- 
bileMedia was  forced  to  ask  bank 
lenders  to  loosen  the  covenants  on  its 
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( 'EO  No.  3:  Michael  K.  Lorelli,  then  pres- 
ident of  the  Americas  Div.  at  Tam- 
brands  Inc.  and  a  former  PepsiCo  Inc. 
marketer.  The  choice  of  a  marketing 
specialist  surprised  some,  given  the  fi- 
nancial crisis.  Still,  analysts  remained 
upbeat.  In  the  last  week  of  August, 
both  Smith  Barney  Inc.  and  Lehman 
reaffirmed  their  buy  recommendations. 
But  it  soon  became  obvious  that  Lorel- 
li was  a  bad  fit.  "The  agenda  of  the 
cEo's  office  changed  very  substantially 
since  my  first  conversations  with  the 
board,"  he  says.  "Lorelli  was  a  deer  in 
the  headlights,"  says  a  supplier.  On  Nov. 
19,  after  less  than  three  months  on  the 
job,  Lorelli  resigned,  collecting  an  exit 
package  of  almost  $1  million. 

Before  leaving,  Lorelli  dropped  an- 
other bombshell.  On  Sept.  27,  the  com- 
pany announced  that  it  had  discovered 
"certain  eirors"  in  its  FCC  licensing  ap- 
jjlications.  In  applying  for  approval  to 
expand,  the  company  had  ovei'stated 
the  number  of  transmitters  it  had  in 
place,  a  violation  of  FCC  lules  that  could 
result  in  heavy  fines.  If  nothing  else, 
the  errors  show  the  degree  of  chaos  at 
MobileMedia.  Motorola  stopped  shipping 


SEPT.  2/ 


NOV.  19 


JAN.  30,  MAR.  4 
'97 


alyst  John  L.  Bauer  III  left  the  bro 
kerage  in  October  and  could  not  b( 
reached  for  comment. 

While  MobileMedia  still  has  mor( 
than  4  milhon  subscribers,  its  challenge; 
are  formidable.  Rivals  have  swooped  ir 
to  capture  market  share.  Forced  t( 
abandon  plans  to  upgi'ade  its  technology 
the  company  risks  falling  behind.  Cliie 
executive  No.  4,  Ronald  R.  Grawert 
who  was  hired  from  (iTE  Corp.  on  Feb 
10,  has  a  strong  technology  background 
but  that  may  not  be  enough.  "There's 
been  a  gap  in  serious  management,' 
says  one  analyst.  "It's  a  real  mess." 

In  the  end,  the  H&F-dominated  boarc 
remains  the  only  constant  at  Mobile 
Media.  "It  was  said  what  they  toucl 
tums  to  gold,"  says  a  foirner  executive 
"I'm  sure  they're  not  proud  of  what's 
happened."  In  a  statement,  Bayer,  wh( 
is  still  chainnan,  acknowledged  inistakes 
"In  I'etrospect,"  he  said,  "the  timelint 
for  the  integration  of  the  two  companies 
was  too  aggressive  and  there  were  dif< 
ferences  between  the  companies  thai 
were  not  fully  accounted  for."  Transla 
tion:  We  blew  it. 

By  Jevnifer  Reingold  in  New  YoH 
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Remember  That  Tax  Tip?  Now  This  Is  \ 


Turn  tax  time  into  relax  time.  And  spend  your  refund  at  the 
beach.  Simply  point,  click  and  you're  on. 

Count  on  America  Online.  To  put  the  right  forms  in 
your  hands  instantly.  Get  help  from  certified  experts  when 
you  need  it.  Even  gain  direct  access  to  technical  support 
for  major  tax  software  packages. 

There's  something  for  everyone  on  America  Online. 
From  tracking  your  portfolio  to  exchanging  e-mail  with  family  and  friends.  From  non-stop  sports 

action  to  unlimited  Internet  usage.  From  breaking  news  to 
business  forums. 


l<e«\votd  ew 
I  Hot  Equities  Abroad 

Aperl^y  world  econoiny  flnd  suTgnig 
CDipCfT  Me  profits  mean  rt's  lime  to  htt 
the  bout5e< 


Click  Image  (Of  6VV  Corllenl'j 


I  BV  Daily  Btiefiog 

Clinton  vi  Sflddam  A  new  oulme 
survey  Pliis  Keymjrkelmfofiom 
BWandSJcP 


|!.V.'il,li,iHMt'W 


Plus  you  can  enjoy  BusinessWeek  Online.  Leaf 
through  the  magazine's  electronic  pages  for  global  business 
information  and  analysis  —  before  it  hits  the  newsstand. 
Even  interact  with  editors  and  newsmakers  online. 

Avoid  the  chaos  and  confusion  with  America  Online. 
And  enjoy  many  happy  returns. 


Personal 


Simply  point,  click,  and  you're  ON 

Try  AOL  FREE  for  50  Hours. caii  Today  1  -800-675-771  1 

For  conditions  and  membership  details,  install  trial  software.  Availability  may  be  limited,  especially  during  peak  usage  times. 

A 

Tb  World's  Host  Popular  Internet  Online  Service    ame  r.i^c  a 


TWO-TIER 

MARKETING 


He  was  the  little  tan  bear  millions  of  kids  gi-ew  up 
with.  He  tagged  along  with  Christopher  Robin, 
stuck  his  hand  in  the  honey  pot,  and  figured  out 
new  ways  to  cause  harmless  mischief.  And  no  mat- 
ter where  chilch'en  came  fi"om  or  what  their  parents 
did  for  a  living,  the  name  Winnie-the-Pooh  con- 
jured up  a  single  image  gleaned  from  the  classic  books  by 
A.  A.  Milne. 

Today's  kids,  however,  won't  have  that  common  touch- 
stone. These  days,  their  image  of  Pooh  depends  a  lot  on 
where  they  live  and  how  much  money  their  parents  make. 
That's  because  the  Walt  Disney  Co.,  which  owns  the  rights 
to  Milne's  make-believe  menagerie,  is  carefully  marketing 
two  distinct  Poohs.  The  original  line-drawn  figiu'e  appears  on 
fine  china,  pewter  spoons,  and  pricey  kids'  stationery  found 
in  upscale  specialty  and  depaitment  stores  such  as  Nord- 

General  Motors' 
Saturn  unit,  an  auto 
marketing 
leader,  is  luring 
buyers  with 
"pre-owned"  cars 


SATURN'S  USED  CAR  AD  (RIGHT) 
AND  A  USED  1996  SATURN  SCI. 
THE  AD  EASES  FEARS  ABOUT 
BUYING  A  SECOND-HAND  CAR 


Strom  and  Bloomingdale's.  The  plump,  cartoonlike  Poo] 
clad  in  a  red  T-shirt  and  a  goofy  smile,  adorns  plastic  ke 
chains,  polyester  bedsheets,  and  animated  videos.  It  sells  i 
Wal-Mart  stores  and  five-and-dime  shops.  Except  for  at  Dii 
ney's  own  stores,  the  two  Poohs  do  not  share  the  same  r( 
tail  shelf. 

"TIFFANY/WAL-MART."  It's  a  strategy  that  more  of  America 
biggest  marketers  are  adopting — and  for  good  reason.  Th 
middle  class,  which  once  seemed  to  include  almost  everj 
one,  is  no  longer  gi'owing  in  terms  of  numbers  or  purchasin 
power.  Instead,  it's  the  top  and  bottom  ends  that  are  sweUinj 
The  statistics  are  by  now  familiar:  Since  1980,  the  wealthiei 
fifth  of  the  population  has  seen  its  income  gi'ow  by  21^ 
while  wages  for  the  bottom  60%  have  stagnated  or  eve 
dipped,  according  to  Census  Biu'eau  data.  Despite  small  gair 
by  the  middle  class  in  the  cuiTent  recovery,  the  '90s  hav 


DOWNSCALE 


USED  CARS 


Companies  are 
ailoring  their 
)roducts  and  pitches 
0  two  different 
*iinericas. 


:en  a  greater  polarization  of  income  in  the  U.  S.  than  at  any 
)int  since  the  end  of  World  War  II,  Census  Bureau  statis- 
:'ians  say. 

While  politicians  and  social  critics  squabble  over  why  this 
IS  happened  and  what,  if  anything,  should  be  done  about  it, 
arketers  are  taking  action.  Saatchi  &  Saatchi  Advertising 
^orldwide  warns  of  "a  continuing  erosion  of  our  traditional 
ass  market — the  middle  class."  PaineWebber  Inc.  has  ad- 


Cover  Story 


vised  investors  to  follow  a  "TiffanyAVal-Mart"  strategy  and 
"avoid  companies  that  serve  the  'middle'  of  the  consumer 
market."  And  Roper  Starch  Worldwide,  the  New  York-based 
polling  firm,  has  presented  clients  with  a  report  called  Tivo 
Amencas,  suggesting  ways  to  sell  to  a  society  divided  along 
economic,  educational,  and  technological  lines. 

Think  of 
the  restau- 
rant business 

as   a  meta-   

phor  for  the 

economy,  says  Lester  C.  Thurow,  an  economist  and  former 
dean  of  Massachusetts  Institute  of  Technology's  Sloan  School 
of  Management.  "The  $4  meal  is  doing  all  right,  and  the  $50 
meal  is  doing  all  right.  The  $20  meal  is  in  trouble." 

That  implies  a  dramatic  shift  in  the  way  consumer  goods 
are  designed,  advertised,  and  sold.  From  the  dawn  of  the 
modem  ad  agency  early  in  the  century  through  the  golden  age 
of  mass-mai-keting  in  the  1950s  and  1960s — when  retuiTiing  Gis 
bought  tmckloads  of  near-identical  toys  and  TV  sets  for  their 
Baby  Boom  offspring — mai'ketere  have  set  theii'  sights  square- 
ly on  that  metaphorical  $20  meal.  America's  most  venerable 
brand  names,  from  Levi's  jeans  to  Ivory  soap,  were  built  on 
the  premise  that  a  reasonably  good  product,  properly  packaged 
and  hyped,  could  be  sold  to  almost  anyone. 

Even  through  the  me-generation  of  the  1970s  and  the  ac- 

In  the  '90s  alone, 
the  median  price  of 
a  new  car  has 
risen  zz7o  in 
constant  dollars, 
says  J.  D.  Power 
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quisitive  1980s,  which  brought 
a  liost  of  speciahzed  retailers 
geared  to  more  individualized 
tastes,  most  brands  kept 
their  focus  squarely  on  the 
middle.  But  with  the  two 


Cover  Story 


ends  of  society  increasing- 
ly alienated  from  one  an- 
other in  the  1990s,  that 
time-tested  strategy  no 
longer  assures  success. 
"The    more  successful 
companies  ai-e  trying  to 
treat  the  market  in  a 
more  segregated  way," 
says   Robert  J. 
Untracht,  nation- 
al   director    of       nCMilUI  ICAMC 
Ernst  &  Youngs  JEANb 
consumer-products  in- 
dustiy  gi'oup.  "There's 
been  a  major  shift." 

Indeed,  from  De- 
troit to  fifth  Avenue, 
fi-om  Silicon  Valley  to 
Main  Street,  Corpo- 
rate America  is  rethinking  the 
way  it  markets  its  goods  and  ser- 
vices. Just  as  Winnie-the-Pooh 
once  meant  the  little  tan  bear, 
banking  once  meant  standing  in 
line  at  the  neighborhood  bi-anch, 
pretty  much  no  mattei'  what  yoiu'  bal- 
ance was.  Phones  and  phone  sei"vice  were 
about  the  same,  no  matter  how  large  oi'  small  the  house.  And 
for  most  folks,  the  family  car  meant  an  affordable  new  station 
wagon  or  sedan.  But  today,  in  industiy  after  industry,  the 
market  is  biftu-cating — between  pnvate  banking  services  and 
check-cashing  outfits,  high-speed  data  lines  linked  to  the  In- 
ternet and  prei^aid  phone  cards,  leathei-upholstered  spoil-util- 
ity vehicles  and  spiffed-up  used  cars.  "We're  looking  at  two 
marketplaces,"  says  Denise  Offutt,  head  of  market  reseai-ch  at 
Epson  America  Inc.,  one  of  many  computer  companies  stiTig- 
ghng  to  extend  sales  of  its  products  to  the  lower  half  of  the 
market.  "It's  a  two-hump  camel." 

CLASS  MATTERS.  This  new  dual  world  affects  far  more  than 
just  the  way  goods  are  sold.  It  has  become  yet  another  force 
tearing  at  the  countiy's  fraying  sense  of  community.  Back  in 
the  days  when  virtually  everyone  gathei'ed  around  the  flick- 

,  ering  national  hearth  to  watch  Tlie  Ed  Siilliran  Slioiv  and 

%  then  trooped  out  to  buy 


Some  companies  hope  to  land 
customers  on  both  sides  of 
n  the  divide  with  an  upstairs/ 
downstairs  philosophy 


its  sponsors'  brands, 
mass  marketing  was  a 
unifying  force.  Now, 
"certain  brands  become 
the  brands  of  certain 
classes,  and  it  helps 
put  people  in  their 
uniforms,"  says  Seth 
M.  Siegel,  co-chairman 
at  Beanstalk  Group,  a 
New  York  licensing  finii. 
That's  tine  whether  it's 
Prada's  hot-selling  $450 
black  vinyl  backpack  or 
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THE  RICH  GET  RICHER 


Famines  in  the  top  5%  of  household  earners  have  seen 
their  incomes  shoot  up  in  the  last  quarter-century. 
Tfiose  on  the  lower  rungs  have  mostly  been  stagnating. 


AT  GAP'S  BANANA 
REPUBLIC  STORES,  JEANS 
SELL  FOR  $S8.  ITS  OLD 
NAVY  STORES  SELL  A 
VERSION  FOR  $22.  BOTH 
CHAINS  ARE  THRIVING. 


the  Kathie  Lee  line 
clothing  at  Wal-Mart. 

Of  course,  neither  tl 
mass  market  nor  the  mi 
die  class  has  evaporate 
Coke,  Tide,  and  an  arn 
of  powerhouse  bi'ands  st 
sell  to  virtually  everybod 
And    the    middle  clas 
though  less  inclusive,  is  st 
a  powerful  force.  But  tl 
economic  trends  of  the  pa 
30  years  have  altered  i 
spending  habits  as  well  ; 
its  composition. 

Nowhere  have  thos 
changes  wreaked  mor 
havoc  than  in  retaihn 
where  even  consumei 
with  a  solidly  middh 
class  income  have  becom 
inveterate  bargain  huntei 
(page  90).  With  proportioi 
ately  fewer  customers  ab 
or  willing  to  pay  deparl 
ment  store  prices,  venerabl  0 
chains  such  as  Gimbel's  and  Woodward  &  Lothrup  hav 
struggled  or  disappeared.  At  the  same  time,  discounter  \ 
including  Wal-Mart  have  risen  to  dominate  the  landscap( 
Just  look  at  shopping  patterns  over  the  most  recent  Chrisi  U 
mas  season.  The  bright  spots  were  at  the  two  extreme 
On  Mar.  5,  K-Mart  and  Tiffany,  for  example,  reported  earr 
ings  surges  in  the  fourth  quarter.  Meanwhile,  mid-seal 
chains  such  as  J.C.  Penney  &  Co.  Inc.  suffered  from  wea 
holiday  sales.  "What  do  you  think  the  chances  are  thai 
just  by  accident,  all  of  the  idiots  could  have  been  managin 
the  middle-class  stores?"  Thurow  asks  of  the  retailers'  rock 
fortunes.  "You  could  run  the  perfect  store,  and  if  your  cu^" 
tomers  go  broke,  you  go  broke  with  them." 

Some  companies  hav 


ANNUAL  INCOME 
1970  BlSSr 


LOWEST  20%  SECOND  20% 
A  THOUSANDS  OF  DOLLARS 


THIRD  20%      FOURTH  20% 

"INFLATION-ADJUSTED  DOLLARS 


HIGHEST  20%        TOP  5% 

DATA  U  S  CENSUS  BUREAU 


responded  by  slantin 
their  product  line 
much  more  heavily  to 
ward  the  household 
that  have  benefite 
from  the  huge  amoun 
of  wealth  created  ove 
the  last  decades.  Con 
sider  the  auto  industry 
For  decades,  the  Bi 
Thi'ee  and  their  rival 
organized  theii'  market 
ing  efforts  around  th 
midrange   family  cai  m 
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ormerly  declasse 
heck-cashing 
utfits  are  suburb- 
ound;  banks  are 
wooing  affluent 
ustomers 


UPSCALE 


NEW  YORK,  A  CHECK-CASH- 
G  BUSINESS  (ABOVE)  AND  A 
TIGOLD  OFFICE.  BANKS  MUST 
)MPETE  WITH  BROKERS 


le  of  the  gi'eat  symbols  of  the 
iddle  class's  postwar  ascent, 
le  best-selling  cars  of  the  mid- 
160s — the  Chevrolet  Impala 
id  Ford  Galaxie— fetched  about  $2,600,  roughly  $13,000  in 
•96  dollars,  making  them  accessible  to  a  broad  swath  of 
ciety.  In  contrast,  the  top  vehicles  of  today,  such  as  Ford's 
-Sei-ies  truck  and  the  Taurus,  cost  some  $20,000,  putting 
em  out  of  the  reach  of  many  middle-class  consumers.  Sim- 
irly,  one  of  the  fastest-growing  segments  of  the  auto  in- 
istry  has  been  the  upscale  leather-upholstered  sport  utility 
ihicle  with  a  luxuiy  name  plate. 

ILLIONAIRE'S  WORLD.  Why?  The  income  trends  of  the  past 
iree  decades  have  left  fewer  people  overall  with  the  capital 
buy  a  new  cai' — but  more  people  looking  to  spend  big  on  a 
gh-end  vehicle.  The  results  have  been  dramatic.  In  the 
Os  alone,  the  median  price  of  a  new  car  has  risen  by  22%  in 
mstant  dollars,  according  to  J.  D.  Power  &  Associates  Inc. 


The  highest-earning  fifth  of  the 
i;)opulation  now  accounts  for  54% 
of  new-car  sales  volume,  up 
fi-om  40%  in  1980.  "The  shift  is 
of  epic  proportions,"  says  Paul 
D.  Ballew,  J.  D.  Power's  chief 
economist. 

Auto  companies  are  hardly 
alone  in  following  the  money. 
Gucci  has  pulled  its  Une  of  luxu- 
ry goods  from  midscale  Macy's 
to  concentrate  on  upper-end 
stores,  while  Saks  Fifth  Avenue 
has  decided  to  direct  much  of 
its  marketing  effort  toward  its 
100,000  best  customers.  Elec- 
tronics companies,  meanwhile, 
are  pushing  home  entertainment 
systems  complete  with  satellite  dishes  and  theater-like  sound 
systems  that  fetch  up  to  $25,000.  The  pool  of  consumers  able 
to  pay  those  hefty  prices  is  steadily  growing.  By  2005,  mil- 
lionaires will  control  60%  of  the  countiy's  dollars,  according  to 
the  Affluent  Market  Institute  in  Atlanta. 

The  rest  will  be  controlled  by  middle-class  and  poorer 
people  stretched  thinner  than  ever.  More  families  can  no 
longer  afford  things  that  were  once  seen  as  the  birthright  of 
the  middle  class — the  occasional  new  car,  the  new  clothes, 
the  annual  vacation.  Many  have  cut  back  in  areas  their 
counterparts  wouldn't  have  considered  skimping  on  in 
decades  past. 

Ironically,  however,  the  shift  has  created  a  lucrative  op- 
portunity for  marketers  who  can  provide  low-end  goods  and 
services  that  are  palatable  to  a  straitened  consumer  with 
middle-class  aspu-ations.  Marketers  have  come  to  realize  that 
as  a  group,  low-wage  earners  control  a  powerful  amount  of 
disposable  income.  As  a  result,  that  swelhjig  demogi'aphic  has 
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Sales  of  used 
clothing  and  other 
goods  doubled 
since  '87,  but 
high-end  stores 
also  did  well 


THE  CHILDREN'S  ORCHARD 
{ABOVE)  SELLS  RECYCLED 
CLOTHES;  AN  AD  DEPICTS 
DESIGNER  WEAR  FOR  KIDS 


gone  from  an  underserved  mi- 
nonty  to  a  gTonp  with  clout  and 
choice. 

Some  companies  are  cashing 
in  by  providing  affordable  simu-    ^     iir  .  yua^-- ' 

lations  of  the  good  life.  Other  '  "  *«'  "* 
marketers  ai-e  remaking  the  image  of  once-shunned  industries. 
General  Motors  Corp.'s  Saturn  unit,  a  leadei-  in  auto  mar- 
keting since  it  introduced  no-haggle  buying  in  1990,  has 
blitzed  the  marketplace  over  the  past  year  with  pitches  for 
"pre-owned"  cars.  Partly,  that's  because  the  b(jom  in  leasing 
has  left  CM  with  a  glut  of  used  cars.  At  the  same  time,  open- 
ing a  used-car  lot  is  also  a  way  to  reach  customers  who 
can't  afford  new  sticker  prices.  But  selling  a  used  car  to  a 
middle-class  customer  who  aspires  to  buy  new  is  not  as  sim- 
ple as  vacuuming  the  floor  mats  and  knocking  out  the  dings, 
^o  Saturn  tries  to  reassure  customers  about  their  status. 
"When  it  came  to  buying  a  used  car,  they  didn't  make  us  feel 
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hke  second-class  citizens,"  read 
one  ad  that  shows  a  happy  c\xi 
tomer  on  his  tree-lined  street, 

Other  foiTnerly  declasse  bus  \ 
nesses  are  dressing  themselve 
up  to  capitalize  on  the  middk  jj 
class  squeeze,  too.  Check-cashin 
outfits,  once  relegated  to  inne 
rities,  are  moving  into  middle 
class  suburbs.  There  are  5,50  j] 
nutlets  across  the  country  tc 
i  ( lay,  more  than  double  the  nurr 

Ha  her   in    1988.  Neighborhoo 

H  A  ( 'heck  Cashing  Corp.,  in  a  worP 

r^^'-  ing-class  section  of  Rosedak 
I  N.  Y.,  has  decitled  not  to  sell  lot 

f     ♦  '   I  cry  tickets  so  that  it  will  fee 

J^^V  nioi'e  like  a  bank.  "It's  cheape 

^^^k-  than  witing  a  check,"  says  Jar 

m^^K  K-e  Ligon,  a  toll  plaza  manage 

^  .md  customer.   Ligon  has 

-H  checking  account  but  can  writ 
-^^^         '-^^v^   '"^l.v  thi-ee  checks  per  month  be 
-li-.  ?  /  ,  ^         fore  getting  charged  50(2  pe 

check.  The  check-cashing  busi 
ness  charges  just  29?  for  a  mon 
ey  order  and,  unlike  her  bank,  i 
never  closes,  ace  Cash  Expres 
Inc.,  the  countiy's  largest  chain,  builds  lobbies  at  the  front  o  t 
its  stores  to  mimic  banks — and  I'eftises  to  buy  gold,  lest  it  bi 
seen  as  a  pawnshop.  Pawnshops,  meanwhile,  have  cleaned  u] 
their  storefi-onts  and  become  one-stoj)  ftnancial-ser-vice  center 
for  people  who  live  paycheck  to  paycheck.  The  check  casher 
and  pawnbrokers  still  charge  exorbitant  fees.  But  as  bank 
hike  their  charges  to  customers  with  smaller  balances,  thos( 
fees  no  longer  look  so  unreasonable. 


UPSCALE 


NEW  CLOTHING 


hone  arcades 
3rve  those 
ithout  phones, 
^hile  costly  new 
Brvices 
roliferate 


NYNEX  PAY-PHONE  AD  AND  A 
lEMIUM  PHONE-SERVICE  SPOT. 
>MPANiES  TAILOR  SERVICES 
>  ALL  ECONOMIC  GROUPS 


The  same  thing  is  happening 

retail.  Second-hand  clothing, 
,ce  the  sole  province  of  thrift 
ops  and  winter  coat  drives, 
,s  gone  upmarket.  Sales  of  clothing  and  other  used  goods 
ve  doubled  since  1987;  since  1994,  they  have  grown  at  al- 
3st  triple  the  pace  of  retail  as  a  whole.  "Oiu-  pricing  is  really 
cellent  for  struggling  young  parents,  people  who  grew  up 
iderstanding  what  good  brands  are  but  who  can't  afford 
em  now,"  says  Walter  F.  Hamilton  Jr,  president  of  Chil- 
en's  Orchard,  a  fast-growing  children's  resale  chain.  To 
ake  those  young  parents  feel  0.  K.  about  buying  used  over- 
is.  Children's  Orchard  repackages  many  of  its  items  in 
rink- wrap — ^just  like  they  were  new. 

But  even  as  some  companies  aim  for  either  the  top  or 
e  bottom  of  the  market,  there  are  plenty  such  as  Disney, 
ith  its  upstairs  and  downstairs  Poohs,  hoping  to  land  cus- 
mers  on  both  sides  of  the  divide.  Gap  Inc.  is  remodeling  its 


UPSCALE 


OELL  FIONES 


Banana  Republic  stores  to  make  them  more  upscale  and  has 
increased  the  size  of  the  chain  by  almost  50% — or  68  units — 
in  the  past  five  years.  At  the  same  time,  it  has  headed  off 
some  of  the  competition  from  the  likes  of  Wal-Mart  by  cre- 
ating a  hip  lower-end  chain  called  Old  Navy.  Since  1993,  the 
San  Francisco  company  has  opened  193  Old  Navy  outlets, 
compared  with  just  21  new  Gap  stores. 

The  National  Basketball  Assn.,  meanwhile,  has  raised  its 
prices  faster  than  any  other  professional  sports  league. 
Front-row  seats  in  New  York's  Madison  Square  Garden — the 
ones  where  Jeriy  Seinfeld  and  Spike  Lee  hang  out — now  go 
for  $1,000  apiece.  But,  worried  they  might  lose  the  fans 
who  can't  afford  to  plunk  down  the  typical  $200  for  a  fami- 
ly's night  out  at  an  arena,  the  nba's  marketers  have  also 
launched  an  array  of  much  more  affordable  merchandise 
and  entertainment  properties.  The  biggest:  a  traveling  bas- 
ketball exhibition  that  has  made  stops  in  120  cities  over  the 
past  year.  It's  an  18-wheel  tnick  known  as  Jam  Van  that  folds 
out  into  an  amusement  park,  complete  with  baskets  low 
enough  for  kids  to  dunk  on  and  the  size-22  sneakers  of 
star  Shaquille  O'Neal.  "It's  all  about  touching  basketball," 
says  Rick  Welts,  president  of  .nba  Properties  Inc.  "It  creates 
a  bigger-than-life  feel  about  the  game,  no  matter  what  your 
income  is." 

"ROSEANNE,  NOT  SEINFELD."  Nobody  puts  as  much  effort 
into  dual  marketing  as  the  telecommunications  industiy.  Tech- 
nology allows  telephone  companies  to  tailor  sei^vices  to  dis- 
crete socioeconomic  groups,  at&t  offers  add-on  services  such 
as  1-500  numbers  that  allow  users  to  be  contacted  at  any 
phone.  Next  year.  Motorola  Inc.  hopes  to  offer  a  worldwide 
satellite  phone  service  to  globe-trotting  executives — at  an 
incredible  $3,000  a  phone  and  $3  per  minute.  At  the  same 
time,  telecom  providers  have  churned  out  prepaid  phone 

cards  and  calling  arcades  to 
serve  the  growing  number  of 
customers  who  can't  afford  theii' 
own  telephone  or  a  credit  card. 
Indeed,  calling  arcades,  with 
their  banks  of  pay  telephones, 
have  become  a  common  feature 
"f  the  urban,  and  even  subur- 
lian,  landscape. 

The  differences  in  phone  ser- 
\  ice  show  how  invisible  the  two 
ends  of  the  market  are  to  one 
another.  Most  of  AT&T's  1-500 
customers  will  never  see  the 
inside  of  a  calling  arcade,  just 
as  many  folks  who  use  prepaid 
phone  cards  have  probably  nev- 
er heard  of  the  high-end  ser- 
vices. Ihals  Ix'cause  tlie  media  that  once  carried  mass  ad- 
vertising have  splintered  along  the  same  divide.  When 
executives  at  V.  F.  Corp.  in  Wyomissing,  Pa.,  decided  to 
target  Wrangler  jeans  more  narrowly  to  the  $50,000-a-year- 
and-under  market,  they  reexamined  exactly  where  their  TV 
commercials  aired.  "We  look  at  Rosea nne,  not  Seinfeld" 
says  Angelo  LaGrega,  V.  F.'s  mass  market  president.  "We 
culled  down  our  audience."  The  advertising  campaign  has 
succeeded:  While  V.  F.  as  a  whole  has  floundered.  Wran- 
gler has  been  growing  at  10%  a  year  for  the  past  decade. 

Companies  that  have  failed  to  recognize  the  split  in  the 
market  have  paid  the  price.  The  banking  industry,  for  ex- 
ample, sat  back  and  watched  as  its  middle  market  was 
pulled  in  two.  Over  the  past  20  years,  the  number  of  U.  S. 
families  without  a  checking  account  has  jumped  from  9%  to 
13%,  according  to  the  Federal  Reserve.  Over  the  same  pe- 
riod, wealthy  Americans  turned  increasingly  to  brokerage 
houses  such  as  Merrill  Lynch  &  Co.  and  Fidelity  Invest- 
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Sometimes  opportunity  knocks. 

Sometimes  it  blows  through  your  door, 
charges  1  h  r  o  u  g  h  your  office, 
kicks  the  feet  out  from  under  you, 
jump  s  ( )  n  your  chest 
and  stares  you  in  the  face. 


For  ,1  liniitfil  time  (translation:  do  somcthin<J  about  this  to(la\ ),  Compaq  is  offering  some  exceptional  incentives 
on  some  \er\  exceptional  ])rotlucts,  all  of  w  liich  can  ai\e  \our  business  a  competitive  advantage. 

COMPAa 

i  Has  It  Changc  il  Ynur  I  i  Ir  Yet? 

i 


Compaq  Armada  4100  Family 

Reduced  up  to  27%: 
Free  Li-Ion  Handle  Battery 
with  Armada  4120  (thru  J/il/'??)" 


Compaq  I  II  9(100  lamily 

Prices  reduced  up  to  9%'  on 
LTE  5380  and  LTE  5400  models. 


Compaq  Armada  1100  lamily 

Starts  at  $l,2y9' 
Free  PC  Card  Modem  with  any  tiKjrlel 
(thru  3/31  Z')?)" 


Compaq  Professional  Workstation  5000 

Starts  at  S  3,900.  (Select  models,  alter  dealer  rehate.) 
Free  64MB  memory  module  with  purchase  ol  single 
processor  3-D  graphics  model  (thru  4/30/97)V 
(Monitor  sold  separately. ) 


Compaq  Netelligent  Networking  Products 

Networkmg  Interlace  Cards  reduced  up  to  1  3%." 
Hubs  reduced  up  to  44%: 
Switches  reduced  up  to  35%.* 


Compaq  Deskpro  2000  Family 

Starts  at  S  1,149'  for  models  with 
133MH/  Pentium*  processor  and  1.2GB  HD. 
Compaq  V70  color  monitors,  starting 
at  $697,'  sold  separately. 


Compaq  Deskpro  4000  Family 

Starts  at  S  1,299'  lor  models  with 
133MHz  Pentium  processor  and  1.2GB  HD. 
Compaq  P70  color  monitors,  starting 
at  S899,'  sold  separatelv 


Compaq  Deskpro  6000  Family 

Starts  at  S  1,999'  tijr  models  with 
166MHz  Pentium  processi,r  and  1GB  HD. 
(Monitor  soltl  separatelv.) 


Compaq  ProLiant  800 

Free  32  MB  menior\ 
moilule  (thru  4/30/97):' 


Compaq  ProSignia  200 

Free  IhMB  ineniory  module 
(thru  4/30/97):' 
ProSignia  500  starts  at  S  1,533' 


Compaq  ProLiant  5000/5000R 

Reduced  up  to  ll^o:  Free  additional  processor  \Mth 
purchase  of  ProLiant  5000  6/  166  server  (thru  4/30/97)' 
Two  lor  line  6/166  processor  option  kits  (thru  4/  30/97)' 


To  jump  on  this  opportunity,  find  vour  local  reseller  at  1-800-853-9588,  or  visit  us  at  www.compaq.com/us 


,11  prices  and  price  reduction  percentages  siiown  refer  lo  U.S.  estimated  reseller  prices.  Actual  reseller  price  ma) 
kile  supplies  last.  Offers  not  valid  on  Compaq  refurbished  products  "All  offers  are  subject  to  proiluet  availability, 
ograms  at  any  time  without  notice,  fThrough  4/30/97.  Compaq  is  olTering  S400  rebate  to  reseller  partners 

timated  sales  price  after  application  of  dealer  rebate  Actual  reseller  jirices  may  vary.  '0  1997  Compaq  Computer  Corporation.  All  rights  reserved  Compaq 
■oLiant,  ProSignia,  Deskpro.  Armada,  LTE,  Netelligent,  and  Professional  Workstation  are  trademarks  or  registered  trademarks  o[  Compaq  Computer  Corporation,  The  Intel  Inside  I  ogo  and  I 
gistered  trademarks  of  Intel  Corporation  Other  products  mentioned  may  be  trademarks  or  registered  trademarks  ol  their  respective  tompanies. 


■y  Free  offer  with  purchase  of  qualifying  product  from  2/3/97  to  specified  end  date 
d  arc  valid  only  in  the  U.S,  Compaq  reserves  the  right  to  change,  alter  or  cancel  these 
Models  5000  I  P/2,1  /  32ML/CD.S  and  5000  I  P/4  3/64ML/Ct)S  S3.900  baseil  on 
•il  U  S  Patent  and  Trademark  Dili, , 


pentium 


ments,  where  they  can  receive  investment  options  along 
with  a  checkbook.  "Wliile  the  affluent  market  has  been  going 
thi'ough  the  i-oof,  banks  have  been  giving  the  market  away," 
remarks  David  Ross  Palmer,  a  banking  consultant  specializ- 
ing in  that  uppei-end 
niche.  Since  1978,  the 
percentage  of  house- 
holds'  financial  assets 
tucked  away  in  commercial  banks  has  slipped  to  29%  from 
37%,  according  to  Furash  &  Co.,  a  financial-services  consul- 
tancy in  Washington,  D.  C. 

Now  the  banks  are  fighting  back.  Citicorp,  NationsBank, 
Wells  Fargo,  and  a  host  of  others  are  setting  up  separate  of- 
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fices  to  woo  investors  who  have,  say,  $100,000  in  investah 
assets,  but  not  enough  to  qualify  for  traditional  priva 
banking  services.  Today,  Citicorp  has  240  CitiGold  offlc 
ai'ound  the  countiy — and  it  sets  up  one  in  eveiy  new  bran^ 
it  builds. 

How  many  other  bi-ands  will  be  singing  a  similar  sad  soi 
a  decade  from  now?  That  will  depend  to  a  great  extent 
how  well  they  navigate  the  new  marketplace.  It's  a  throug 
the-looking-glass  world,  with  the  spoils  likely  to  go  to  tho 
companies  that  are  best  able  to  scale  back  the  mass  in  ma 
marketing.  Tliose  that  persist  in  trying  to  reach  the  most  pe 
pie  possible  may  find  instead  they  reach  no  one  at  all. 

By  David  Leonhardt  in  New  Ym 


Gil  Pastore  pulled  his  Jeep  Chero- 
kee into  the  Wal-Mart  parking 
lot  in  Shelton,  Conn.,  and 
hopped  out  to  do  a  little  shopping. 
The  35-year-old  owner  of  a  computer- 
service  business  bought  a  small  pack 
of  batteries,  a  big  bag  of  dog  food, 
and  20  minutes  later  was  on  his  way. 

Pastore,  who  figures 
Wal-Mart  saved  him  $5  off 
supermarket  prices,  fol- 
lowed a  distinctly  1990s 
compulsion  of  the  middle 
class:  He  shopped  dis- 
count. Increasingly,  the 
middle  class,  a  gi-oup  that 
once  expected  to  pay 
roughly  the  same  price  for 
the  same  goods  no  matter 
where  they  bought  them, 
is  splitting  its  budget  be- 
tween bargain  stores  that 
provide  savings  and  pur- 
veyors of  affordable  luxu- 
ries that  provide  a  taste 
of  the  good  life. 
INDULGENCES.  The  middle 
class  may  be  proportion- 
ately smaller  than  it  was 
two  decades  ago,  but  it 
has  in  no  way  disap- 
peared. Some  40%  of  the 
U.  S.  population — or  more  than  100 
million  people — live  in  households 
earning  $35,000  to  $75,000  a  year 
What  has  fallen  away,  though,  are 
the  rales  that  govern  their  spending. 

Stretched  budgets  have  provided 
middle-class  shoppers  with  plenty  of 
reasons  to  look  for  savings,  while 
the  sale-filled  recession  of  the  early 
1990s  has  trained  them  to  expect 
markdowns,  retail  analysts  say. 
Meanwhile,  increasingly  hectic  work 
schedules  have  inclined  people  to- 
ward small  indulgences  such  as  a  $2 
cup  of  coffee,  a  $10  six-pack  of  beer, 
or  gourmet  take-out  dinners.  The 
result:  Even  those  with  middle-class 


incomes  are  contributing  to  a  bifur- 
cation of  the  mass  market.  "Status 
has  been  redefined,  so  that  it's  not 
just  the  brand  you  have  but  also  the 
deal  you  got,"  says  Carl  Steidtmann, 
director  of  research  at  Management 
Horizons,  the  retail  consulting  divi- 
sion of  Price  Waterhouse  LLP.  "Peo- 


SMART  SHOPPER  PASTORE:  The  nnddh 


pie  are  proud  of  buying  discount." 

Just  look  at  Wal-Mart  Stores  Inc., 
where  annual  sales  have  more  than 
doubled  in  the  past  five  years,  to 
$93.6  billion.  The  discounter's  leg- 
endary efficiency  allows  it  to  offer 
name-brand  goods  at  substantially 
lower  prices — an  enticing  proposition 
no  matter  what  your  income  bracket. 
Indeed,  a  tour  of  a  ty]3ical  Wal-Mart 
parking  lot  shows  shiny  new  luxury 
sedans  and  4x4s  alongside  aging  sub- 
compacts  in  need  of  a  paint  job.  "You 
hear  that  the  economy's  doing  well, 
but  I  travel  all  over  the  state,  and 
the  economy's  tough,"  says  Pastore, 
who  usually  buys  only  brand-name 


items  at  Wal-Mart.  "If  a  family  can 
save  $200  to  $300  over  a  year,  that's 
a  lot  of  money." 

Nor  does  the  middle-class  obses- 
sion with  bargain  hunting  show  any 
sigTis  of  petering  out.  Forty-seven 
percent  of  U.  S.  consumers  plan  to 
spend  more  money  at  discounters 
this  year  over  last  year, 
according  to  Ernst  & 
Young's  Forecast  '97  sur- 
vey. Only  7%  say  they 
will  spend  less. 

Of  course,  consumers  in 
all  brackets  continue  to 
crave  a  little  luxury  in 
their  fives.  Savvy  mar- 
keters are  figuring  out 
ways  to  provide  it — or  at 
least  a  close  facsimile — for 
a  reasonable  price.  Ernst 
&  Young  points  to  these 
affordable  luxui'ies  as  one 
of  the  six  big  consumer 
trends  in  1997.  "If  before 
we  were  buying  ourselves 
a  new  car  every  three 
years  or  going  on  a  cruise 
every  two  years,"  says 
Mark  Barden,  founding 
partner  at  the  San  Fran- 
Cisco  ad  agency  Black 
Rocket,  "now  we're  buying  ourselves 
a  really,  really  good  cup  of  coffee." 

Indeed,  Starbucks  Corp.  and  other 
upscale  coffee  houses  have  proliferat- 
ed in  the  last  five  years.  Meanwhile, 
brands  from  Jeep  to  Gucci  have  be- 
gun to  license  their  logos  for  use  on 
items  from  boom  boxes  to  perfume, 
appealing  to  people  who  like  a  luxu- 
ry image  but  not  a  luxuiy  price.  As 
marketers  fi'om  Wal-Mart  to  Star- 
bucks have  discovered,  convincing 
consumers  that  you  offer  either  a 
great  bargain  or  a  gi'eat  ti'eat  can 
prove  irresistible  to  the  '90s  shopper. 

By  David  Leonhardt 
in  Shelton,  Conn. 
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Finish  project  on  computer 
in  hotel  room. 


Look  through  yellow  pages 
for  copy  center. 

Call  copy  center. 
Get  directions. 

Call  taxi. 
Cabbie  takes  you  on  joy  nde. 

Arrive  at  copy  center 

36  people  in  front  of  you. 

Your  turn.  Print. 

Paper  jam. 

Re-print. 

Get  into  another  line  to  fax. 

Fax  machine  attendant  having 
spat  on  phone  with  boyfriend. 

Fight  over 

FAX. 

Delete 


3o  you're  in  solitary  confinement  (alias  "your  hotel 
'oom" )  with  your  laptop,  a  hot  file  you  need  to  get  to 
a  client  and  a  phone  jack.  The  perfect  scenano  for 
A/inFax  PRO™  8.0.  The  faxing  software  that  lets  you 
send  and  receive  documents  quickly,  easily  and 
reliably  nght  from  your  computer  No  more 
'',tX\  hassles.  Compatible  with  Windows  NT  and 
ifl'c'r'sott-  Windows  95.  you  can  send  laser  quality 
!vindows"95   faxes  directly  from  any  Windows  program, 


Hassle-free  jif^—^ 

Faxing  If 


like  Word  or  Excel.  You  can  schedule  faxes  for 
off-peak  hours,  send  faxes  via  the  Internet  or  even 
fax  multiple  people  simultaneously  with  a  mere 
click  of  a  button.  Saving  you  time  and  money.  So 
whether  you  need  to  fax  a  document  to  a  hotel's 
front  desk  for  an  instant  hard  copy  or  straight  to 
your  client  from  your  office,  WinFax  PRO  will  cut  out 
all  the  headaches.  For  more  information, 
visit  us  at  www.symantec.com/winfax. 


SYMANTEC. 


Symantec  is  a  registered  trademarl<  and  WinFax  is  a  trademark  of  Symantec  Corporation.  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation. 
All  othier  brand  names  or  trademarks  are  tine  property  of  their  respective  owners.  ©1997  Symantec  Corporation.  All  rights  reserved 
In  U  S,,  call  1-800-2WINFAX,  ext.  9NA12  In  Canada,  call  1-800-365-8641.  In  Australia,  call  02-879-6577,  In  Europe,  call  31-71-535-3111. 
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Everything  fo 


By  Robert  Kuttner 


DeregnlatioH  is  fakivg  hold  across  the  economy.  Bid  in  an 
adaptation  front  his  new  book,  Evei"ything  for  Sale,  BUSINESS 
WEEK  coliwuiist  Robert  Kuttner  argues  that  market  forces  by 
themselves  are  insufficient.  Kuttner  explains  how  a  mixed 
economy,  combining  cmnpetition  with  some  fom  of  govern- 
ment  oversight,  works  better  than  a  pure  market  economy: 

Item:  Tlie  1996  Telecommunications  Act  has  just  cele- 
brated its  first  birthday.  Consumers  and  businesses  are 
gradually  getting  a  choice  of  local  as  well  as  long-dis- 
tance phone  companies.  But  to  achieve  competition,  the 
Federal  Communications  Comniission  (FC'c)  is  more  involved 
in  the  process  than  ever. 

Item:  Market  forces  have  been  reducing  health-care  infla- 
tion. But  12  states  have  passed  laws  to  safeguard  the  rights 
of  patients  and  to  limit  the  secret  financial  incentives  that  in- 
surance plans  give  doctors.  The  federal  government  has  just 
issued  regulations  limiting  what  health-maintenance  organi- 
zations can  do  to  pare  costs  and  barring  insurers  from  deny- 
ing coverage  to  people  with  preexisting  medical  conditions. 

Item:  Electric-utility  customers  are  slowly  getting  a  choice 
of  power  company.  Six  states,  led  by  California,  have  man- 
dated full  competition  for  electric-power  generation.  Con- 
gress has  required  that  local  utihties  let  independent  powei' 
producers  onto  the  local  giid.  But  the  agencies  that  regulat- 
ed the  industry  aren't  going  away.  Instead,  they  are  finding  a 
new  role  setting  gi-ound  rules  and  directing  traffic. 

So  there  is  a  paradox:  If  anything,  gi-eater  reliance  on 
market  forces  in  imperfectly  competitive  industries  turns 
out  to  requii-e  more  of  a  regulatoiy  presence,  not  less.  Indeed, 
the  Republican  radicals  of  the  1994  Gingrich  class,  after  ini- 
tially thinking  that  the  regulatory  agencies  might  just  be 
abolished,  pulled  back. 

WAY  STATION?  This  turn  of  events  was  less  the  result  of  a 
tactical  move  to  the  political  center  than  an  acknowledg- 
ment of  how  these  industries  actually  work.  As  Republican 
conservatives  got  down  to  the  business  of  studying  how  to 
bring  about  greater  consumer  choice,  total  deregulation 
proved  impractical.  Instead  of  abolishing  the  FCC,  the  Re- 
publican leadership  in  Congress  brought  forth  a  bill  that 
mandated  gi-eatei'  competition  wliile  putting  the  FCC  in  charge 
of  assuring  fair  play.  It  will  probably  i)ursue  I'oughly  the 
same  appi-oach  when  Congi'ess  takes  up  legislation  for  fiuther 
deregulating  electric  power  and  financial  services. 

Some  free-market  theorists,  such  as  Petei'  Huber  of  the 
^^"'^^^^''^'^  Institute  for  Policy  Research, 
EVlRYTHINu     argue  that  the  lingering  regulatory  in- 
FOR  SALE    volvement  is  just  a  way  station  on  the  i-oad 
to  complete  deregulation.  Eventually,  they 
say,  there  will  be  a  giant  free-for-all  to  pro- 


Adapfed  from  Everything  for  Sale:  The 
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vide  informati(jn  services,  entertainment,  electric  power,  ar 
financial  seivices  to  business  and  consumers.  Regulators  ne( 
only  get  out  of  the  way  and  let  competition  do  the  job. 

But  this  view  is  turning  out  to  be  a  mirage.  New  techno 
ogy  certainly  allows  for  greater  competition  and  consum( 
choice  in  industries  once  regulated  as  natural  monopolie 
But  much  to  the  disap{3ointment  of  the  j^urists,  this  is  not  a 
era  of  simple  deregulation,  but  of  regulated  competitio: 
Here  are  the  reasons: 
■  Public  Purposes.  Industries  such  as  telecommunication 
electric  power,  and  health  care  retain  public  purposes  th; 
free-market  forces  cannot  achieve.  For  example,  as  a  societ 
we  remain  committed  to  universal  access  for  certain  good 
Left  to  its  own  devices,  the  li'ee  market  might  decide  that  di 
livering  electricity  and  phone  service  to  mral  ai'eas  and  po( 
city  neighborhoods  is  not  profitable,  just  as  the  private  ma 
ket  brands  cancer  patients  "uninsurable." 

Once  public  policy  requires  that  power  companies  serve  a 
customers,  there  needs  to  be  some  kind  of  cross-subsid 
scheme  to  pool  the  cost.  Likewise,  when  private  competitio 
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In  principle,  yes.  But  the  unseen  hand 
of  market  forces  needs  some  reining  in 


the  health-insurance  industry  tries  to  maximize  profits  by 
inying  coverage  to  people  likely  to  get  sick,  it  defeats  the 
hole  point  of  insui'ance  and  requires  regulatoiy  intervention. 
Unsovereign  Consumers.  In  ordinary  markets,  the  buyei' 
lids  the  seller  accountable:  If  you  don't  like  the  product,  you 
ke  your  business  somewhere  else.  But  this  discipline  does 
•t  work  if  you  have  a  preexisting  medical  condition,  or  if 
ere's  only  one  local  cable-TV  company,  or  if  there  is  only  one 
)minant  airline  serving  your  local  hub. 
Economies  of  Scale.  It  may  be  efficient  to  let  competition 
rt  out  who  makes  the  best  cheeseburger.  But  it  would  not 
!  efficient  to  string  multiple  power  lines  to  the  home.  The  lo- 
,1  electricity  gi'id  remains  a  kind  of  public  utility,  even  if 
ere  is  competition  to  generate  power  Despite  new  tech- 
)logies,  scale  economies  ai-e  still  a  reahty  in  many  industries. 
I  such  industries,  the  altemative  to  public  regulation  is  a  pri- 
ite  monopoly  or  caitel — which  isn't  efficient  either 
Monopoly.  The  entire  history  of  gi'eater  competition  and 
loice  in  telephone  service  has  been  a  creature  of  regulatoiy 
)licy.  In  order  for  such  companies  as  MCi  Communication 


Corp.  and  Sprint  Coip.  to  gain  a  foothold  in  long-distance  ser- 
vice, it  was  necessary  to  restrain  at&t's  monopoly  power, 
first  through  a  consent  decree  and  then  through  ongoing 
oversight  by  the  FCC.  Now,  the  same  process  will  occiu*  in  lo- 
cal service,  where  there  is  an  incumbent  Baby  Bell  that  en- 
joys the  market  power  to  crush  upstarts  if  left  free  to  do  so. 
The  FCC  has  identified  no  fewer  than  266  requirements  for 
achieving  fair  access. 

■  Systemic  Risk.  This  is  the  year  when  Congi'ess  may  finally 
repeal  the  Depression-era  Glass-Steagall  Act  and  allow  the 
creation  of  an  integi'ated  fijiancial-services  industry.  But  the 
risks  of  a  financial  meltdown  ai-e  so  gi'eat  that  viitually  aU  pai'- 
ties  to  the  debate  concede  that  even  if  we  permit  new  financial 
conglomerates,  banks  still  need  to  be  regulated  as  banks,  bro- 
kers as  brokers,  undenvinters  as  imdei-wiiters,  and  insiu'ers  as 
insui'ers.  Cathy  E.  Minehan,  president  of  the  Federal  Resei-ve 
Bank  of  Boston,  observed  in  a  recent  speech  that  "regulatoiy 
oversight  becomes  more  difficult  rather  than  simpler  as  dereg- 
ulation occurs."  With  gi'eater  competition,  she  obsei^ved,  the  key 
task  of  regulators  is  to  prevent  systemic  risk. 

■  Externalities.  The  normal  course  of  production  can  create 
"externahties"  that  negatively  affect  society.  For  example,  a 
generating  plant  may  emit  pollutants  that  cause  health  prob- 
lems for  surrounding  communities.  In  general,  markets  have 
a  tough  time  handling  extemalities  by  themselves.  In  the 
1970s,  economists  such  as  Charles  L.  Schultze,  chaimian  of 
President  Carter's  Council  of  Economic  Advisers,  began  urg- 
ing that  "command-and-control"  regulation  be  replaced  with 
more  "marketlike"  incentive  regulation.  Tlie  idea,  in  Schultze's 
arresting  phrase,  was  to  hamess  "the  public  use  of  private 
purposes,"  by  creating  economic  incentives  for  businesses  to 
do  the  right  thing. 

In  the  control  of  pollution,  one  epic  example  is  the  case  of 
tradable  pollution  pemiits — an  idea  long  advocated  by  econ- 
omists and  finally  enacted  as  part  of  the  1990  Clean  Air  Act 
to  control  acid  rain.  Congi'ess  set  a  ceiling  on  the  total  na- 
tional emission  of  sulfui'  dioxide  and  then  created  a  market  in 
entitlements  to  pollute.  Polluting  industries  could  either  invest 
in  new  technologies  or  buy  the  certificates.  The  market  set 
the  price.  Tlie  system  has  proved  to  be  an  ingenious  use  of  in- 
centives, but  this  was  not  a  market  that  existed  in  nature.  It 
requu-ed  the  regulatoiy  detennination  of  a  safe  level  of  suUlu- 
dioxide  emissions,  as  well  as  a  regulatory  creation  of  a  new 
kind  of  property  right. 

Ai-e  there  any  cases  where  full  deregulation  works?  Dereg- 
ulation has  proved  successful  in  some  industries,  such  as 
natural  gas  and  trucking.  But  far  more  prominent  are  indus- 
tries such  as  airlines  and  the  savings  and  loan  business, 
where  deregulation  had  far  less  desirable  consequences. 

Take  the  airline  industry.  Airlines  today  are  far  more 
concentrated  than  before  Carter  signed  the  bill  abolishing 
the  Civil  Aeronautics  Board.  The  fathers  of  deregulation, 
such  as  Alfred  E.  Kahn,  assumed  a  new  era  of  greater 
competition,  but  most  hubs  became  dominated  by  one  or  two 
carriers.  Selective  price  cutting  by  dominant  airlines  put 
most  upstart  competitors  out  of  business,  either  via  bank- 
ruptcy or  merger 

True,  average  ticket  prices  have  fallen,  but  adjusting  for 
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it  Florida  Crystals,  the  sugar  isn't  always  refined.  But  the  operation  is. 

hat's  what's  happe-ned  since  they  implemented  SAP's  R/3  software.  Florida  Crystals  not  only 

rows  sugarcane  but  also  uses  the  energy  harnessed  from  its  stalks  to  power  80, ()()() 

omes.  By  teaming  up  with  SAP,  this  young  company  has  been  able  to  mtwe 

rge  volumes  easily,  serve  customers  better  anci  pursue  new  business 

iitiatives  on  several  fronts.  SAP  has  also  enabled  Florida  Crystals 

-)  keep  pace  as  sales  volumes  have  doubled  and  product 

ffenngs  cjuadrupled  in  the  past  two  years.  It's  what 

le  power  of  information  can  do.  And  why 

arnessing  it  makes  life  sweet.  For 

lore  information,  visit  us  at 

ttp://  www.sap.com,  or 

1-800-283- 

SAP. 
t 
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Science  &  Technology 


fuel  costs,  they  actually  fell  at  a  faster 
rate  before  deregulation.  And  instead 
of  prices  reflecting  the  true  cost,  the 
airlines  have  designed  a  crazy  quilt  of 
fares  to  extract  maximum  profit.  Un- 
like the  telecoms,  airlines  had  no  regu- 
latory agency  to  monitor  the  experi- 
ment and  mandate  course  corrections. 

Even  the  vaunted  auction  of  broad- 
cast spectrum,  hailed  as  the  epitome  of 
market  principles,  required  dozens  of 
prior  regulatory  determinations.  Before 
auctions  could  proceed,  the  F('C  had  to 
determine  which  parts  of  the  spectrum 
should  be  redirected  to  what  new  uses, 
whether  the  rights  were  being  sold  for 
a  finite  period  or  in  peipetuity,  how  the 
auction  would  be  conducted,  how  many 
competitors  were  sustainable  in  each 
market  area,  whether  licenses  could  be 
freely  traded  in  a  secondary  market, 
and  a  host  of  other  ground  rules.  The 
answers  were  not  self-evident  from  piu'e 
mai'ket  principles.  Although  this  used 
a  marketlike  mechanism,  it  was  em- 
phatically a  contrived  market. 
HALF  A  LOAF.  Not  surprisingly,  advo- 
cates of  piu'e  deregulation  are  dismayed 
by  the  tum  toward  regulated  competi- 
tion. A  recent  issue  of  the  journal  Reg- 
ulation, published  by  the  libertarian 
Cato  Institute,  cairies  an  article  bittei- 
ly  attacking  the  1996  Telecommunica- 
tions Act:  "Rather  than  diminishing  the 
government's  role  in  directing  the 
telecommunications  industiy,  the  bill  has 
increased  it."  Such  critics  are  indignant 
that  the  Fcc  will  continue  to  enforce 
rules  of  fair  competition.  But  the  alter- 
native would  not  be  a  free  market  but  a 
series  of  private  cartels.  Cato  has  also 
attacked  regulated  competition  of  elec- 
tricity, as  half  a  loaf. 

Alas,  for  the  purists,  such  sectors  as 
electric  power,  health  care,  financial  ser- 
vices, and  jjollution  control  display  vari- 
ations on  the  same  theme  of  regulated 
competition.  Wliat  these  industries  have 
in  common  is  a  departure  fi'om  the  per- 
fect market  of  the  economics  textbook. 
Either  they  have  elements  of  natural 
monopoly,  lingering  pockets  of  market 
power,  positive  or  negative  spillovers 
not  reflected  in  market  pricing,  or  pub- 
lic policy  goals  such  as  universal  ser- 
vice or  public  health,  which  entail  cross- 
subsidy.  All  can  benefit  fi-om  greatei' 
injection  of  market  jjrinciples,  but  these 
contiived  markets,  paradoxically,  require 
smart,  discerning  regulation. 

So  regulation  is  dead:  Long  live  reg- 
ulation. But  the  champions  of  the  mar- 
ket should  take  heart.  The  new  brand  of 
reg:ulation  displays  a  new  appreciation 
for  the  power  of  prices  and  of  incen- 
tives. It  indeed  harnesses  market  prin- 
ciples for  public  as  well  as  private  pur- 
poses— but  also  recognizes  that  such 
markets  do  not  exist  in  nature.  □ 


SOFTWARE 


A  NEW  LABORATORY 
FOR  ECONOMISTS 

Computer  models  now  mimic  consumers  and  businesses 


PRYOR:  His  Aspen  is  the  most  ambitious  system 


Has  macroeconomics  gone  Holly- 
wood? Some  economists  think  so. 
Macroeconomics,  they  lament, 
seems  to  offer  increasingly  sim- 
ple-minded plots  jazzed  up  with  ever 
more  mind-boggling  special  effects. 
That's  why  Axel  Leijonliufvaid,  an  emer- 
itus economics  professor  at  the  Univer- 
sity of  CahfoiTiia  at  Los  Angeles,  foimd- 
ed  UCLA's  Center  for  Computable 
Economics  in  1991.  It's  one  of  several 
new  efforts  seeking  to  instill  a  sense  of 
reahty  in  the  dismal  science — by  coming 
at  economics  from  a  different  direction, 
with  new  tools. 

New  computer  models  are  essential 
to  understanding  today's  dynamic  econ- 
omy. The  assumptions  behind  current 
models,  which  make  forecasts  by  ana- 
lyzing huge  amounts  of  macroeconomic 
data,  are  "sham  and  delusion,"  says 
Barbara  R.  Bergman,  an  economics  pro- 
fessor at  American  Univei'sity  in  Wash- 
ington, D.  C. 

The  new  models  combine  lessons  from 
biology  with  a  bottom-up  analysis.  The 
aim  is  to  create  a  society-in-miniatiu'e  in- 
side a  computer.  Instead  of  grinding 


through  historical  e( 
nomic  data,  the  n( 
models  create  virti 
worlds  with  hundre 
of  miniprograms.  Ea 
minii))-ogTain  represer 
a  real-world  economic 
tity — such  as  a  factoi 
store,  bank,  or  househo 
These  get  tossed  toget 
er  in  a  silicon  reai. 
where  they  evolve 
they  interact  with  oth 
entities,  creating  a  d 
naniic  economic  model, 
EVOLUTION.  Each 
these  miniprogi-ams  c: 
vary  in  certain  detai 
so  many  outcomes  a 
possible.  One  househc 
might  be  made  to  sh 
for  the  lowest  price,  f 
example.  Another  mig 
prefer  quality  over  co 
Once  these  agents  are  set  loose,  wh 
happens  next  is  anyone's  guess.  The  h 
mans  ninning  the  show  set  up  the  init 
envii'onment  and  constraints,  and  th 
"evolution"  takes  over  It's  a  Darwd 
ian  world,  where  only  some  solutio 
endure. 

The  most  ambitious  of  the  new  mo 
els  so  far  is  a  system  called  Aspen.  I 
the  brainchild  of  Richard  J.  Pryor, 
computational  sciences  manager  at  Sa 
dia  National  Laboratories.  Aspen  is  si 
being  developed,  but  some  economic 
consider  Aspen  and  its  lesser  brethn 
a  major  step  fomard.  "This  is  probab 
the  best  thing  that's  come  along  in 
long  time,"  says  Lawi-ence  R.  Klein, 
Nobel  prize-winning  economist  and 
pioneering  economics  modeler  at  t! 
University  of  Pennsylvania.  Stephi 
Gibson,  executive  director  of  the  Bi 
nomics  Institute  in  San  Rafael,  Cali 
says  "a  whole  new  laboratory  wor 
bench  has  been  ci'eated,  and  a  ne 
research  community  is  starting 
coalesce  around  it." 

Because  the  new  models  evolve,  t' 
miniprogi'ams  that  represent  the  ec 
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inic  actors,  or  agents,  are  called  ge- 
:ic  algonthms.  Each  progi-am  mutates 
swapping  bits  of  computer  code 
;enes")  with  others — creating  new 
jnts  with  different  behaviors. 
Unveiled  a  year  ago  and  still  in  the 
)totype  stage.  Aspen  has  already 
•ned  up  some  surprises.  While  Aspen 
s  simulating  the  effects  of  different 
metary  and  fiscal  policies  (one  of 
ich  triggered  an  economic  slump), 
!  synthetic  companies  did  something- 
ally  original.  "The  fii-ms  learned  to 
»perate,"  says  Sandia  economist  Nipa 
su.  "We  didn't  put  that  into  the  soft- 
re,"  she  notes.  "But  when  things 
yed  sour,  the  fii'ms  got  together  and 
Iped  each  other  out" — ^just  as  real 
npanies  might  help  their  suppliers 
?r  rough  times. 


iIGH  PRAISE 


to  float,  because  higher  rates  offset  the 
stimulus.  But  when  the  Fed  bought 
bonds  to  hold  their  rates  as  flat  as  pos- 
sible, gross  national  product  zoomed. 

Already,  similai'  economics  models  ai'e 
creeping  into  the  real  world.  Bernardo 
A.  Huberman,  a  physicist  at  Xerox 
Corp.'s  Palo  Alto  Research  Center 
(PAR(^),  has  created  a  cold-air  mai-ket  in 
one  of  the  center's  buildings.  Multiple 
thermostats  sense  the  temperature  and 
compete  to  "buy"  units  of  flowing  air. 
The  system  yields  better  temperature 
stability  than  one  using  conventional 
controls,  Huberman  has  found.  He  and 
researcher  Tadd  Hogg  are  refining  a 
similar  baitei-ing  system  that  bids  for 
time  slices  on  computers  linked  to  a 
network.  Another  parc  researcher,  Na- 
talie S.  Glance,  joined  them  to  run  a 


"This  is  probably 
le  best  thing  that's  come  along 
I  a  long  time,"  says  Lawrence  Klein, 
Nobel  prize-winning  economist 


Aspen's  make-believe  world  can  have 

000  households  plus  1,500  factories, 
)res,  banks,  and  government  agen- 
s — the  economic  ingi-edients  of  a  city 
country.  The  size  is  vital,  says  Pry  or, 
10  dreams  of  models  with  100,000 
ents  and  more.  "With  thousands  of 
lyers,  you  see  behavior  you  wouldn't 
t  in  macro  models,"  he  explains. 
Aspen  can  be  used  to  analyze  tilings 
'  which  there  is  little  data — such  as 
dergi'ound  economies  in  Eastern  Eu- 
3e  and  trade  breakthroughs  such  as 
J  North  American  Free  Trade  Agi*ee- 
!nt.  But  Piyor  expects 

1  main  applications  to  be 
analyzing  the  causes  of 
siness  cycles,  both  na- 
nally  and  in  specific  in- 
stries.  In  addition,  gov- 
iment  officials  could  also 
f  Aspen  on  tasks  per- 
•med  by  conventional 
)dels,  such  as  preview- 
j  the  economic  fallout 
)m  tax  and  regulatory 
anges. 

Among  the  larger-  proj- 
ts  to  date  was  a  look 
alternative  ways  for 
ashington  to  stimulate 
e  economy.  The  simula- 
m  showed  exactly  what 
onomists  would  expect: 
creased  federal  invest- 
5nts  had  little  effect  if 
e  Federal  Reserve  al- 
ffed  bond  interest  rates 


A  GLOSSARY 


AGENT  A  biologically 
inspired  miniprogram 
designed  to  behave  like  an 
economic  entity,  such  as  a 
household,  bank,  retailer,  or 
government  agency. 

BOTTOM-UP  MODEL 

A  computer  simulation  that 
humans  build  around 
agents  and  genes,  then 
allow/  Darwinian  principles 
to  take  over, 

GENE  A  small  piece  of  a 
genetic  algorithm  that  gives 
it  certain  characteristics, 
such  as  a  household's  pref- 
erence for  quality  vs.  price. 

GENETIC  ALGORITHM 

A  computer  program  that 
can  evolve  and  mutate  by 
exchanging  genes  with 
another  genetic  algorithm. 


simulation  that  probed  the  pros  and 
cons  of  investing  in  employee  training. 

Daniel  D.  Bachman,  an  economist 
with  WEFA  Group  in  Eddystone,  Pa., 
agr'ees  the  new  approach  might  be  valu- 
able but  says  Aspen  is  probably  too  ex- 
pensive for  widespread  business  use. 
Sandia  has  a  couple  of  proposals  pending 
in  Washington.  One  would  assess  the 
direct  and  indirect  paybacks  from  the 
Energy  Dept.'s  investments  in  super- 
computers, which  might  help  Energy 
defend  its  budget  from  congressional 
pnniing.  Meanwhile,  Piyor  is  hatcliing  a 
proposal  for  creating  a 
new  breed  of  robots  that 
would  learn  to  cooperate 
and  find  ways  to  improve 
productivity,  the  way  hu- 
man workers  do. 

As  is  often  the  case 
with  upstart  contenders, 
the  developers  of  the  bot- 
tom-up models  "tend  to 
think  they're  going  to 
overturn  the  standard 
way  of  doing  economics," 
says  PARC's  Huberman.  "I 
don't  agree."  He  doubts 
computer  models  can  ever 
replace  analytical  think- 
ing. Wliat  simulations  will 
do,  Huberman  predicts,  is 
help  economists  find  new 
insights  that  put  the  I'eal 
world  in  a  new  light. 

By  Of  is  Po  rt  in 
New  York 
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In  Touch! 
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Small  Business  Center 
on  America  Online  is  a 
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owners  and  entrepreneurs 
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full  of  timely  tips  and 
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plenty  to  explore-and  to  do: 


ATTEND 
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Seriously 

fast 
surfing. 


Introducing  K56flex:" 
The  hot  new  56  Kbps  nnodenn  technology.  Works  over 
existing  phone  lines  up  to  twice  as  fast  as  most  moderns. 
Lets  you  surf  the  web  without  the  wait 
Technology  pioneered  by  Bell  Labs, 
Enjoys  support  of  almost  400  leading 
high-tech  companies,  including:  PC  makers 
(like  Compaq,  Hewlett-Packard  and  Toshiba),  modem 
manufacturers  (like  Hayes  and  Multi-Tech  Systems), 
nearly  300  internet  service  providers  (like  PSINet 
and  UUNet)  and  their  network  equipment  providers 
(like  3Com,  Cisco  Systems,  Inc.  and  Livingston 
Enterprises,  Inc.). 
It's  like  totally  awesome,  dude. 

m.croe/ectronics  group 


Lucent  Technologies 


Q 


We  make  the  things  that  make  communications  work.^ 
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)evelopments  to  Watch 


TED  BY  NEIL  GROSS 


*S  CHILLY.  LET'S 
JRN  UP  THE  PAINT 

RED  OF  (UIRCLING  RADI- 

ors  and  icy  window 
ats?  Try  electric  paint. 
3veloped  by  two  French 
renters,  this  gray-col- 
ed  concoction  rolls  on 
st  like  regular  wall 
int.  But  hook  up  a  12- 
It  battery  to  the  paint- 
surface  via  two  elec- 
3des,  and  it  heats  up  to 
F  in  two  minutes, 
anks  to  conductive  tin 
d  antimony  oxides 
drling  through  the 
int.  The  surface  can  be 
vered  with  ordinary 
rylic  paint,  wallpaper, 
tiles. 

Inventors  Gilles  Thuny, 
esident  of  French  paint- 
iker  Peintures  Re- 
udin,  and  Jean-Claude 
nigaglia  dreamed  up  the 
int  as  a  way  to  make 
afty  French  country 
mes  a  little  cozier  in 
e  winter.  They  applied 
r  international  patents 
1993  and  are  now  look- 
g  for  industrial  partners 
help  develop  and  mar- 
it  the  product. 
The  first  customer  is 
e  French  army,  which  is 
sting  the  product  for 
e  in  a  variety  of  train- 
g  drills  involving  in- 
ired  detection  devices 
id  heat-seeking  wea- 
ins.  But  Thuny  says 
ere  are  other,  less  exot- 
applications:  coatings  to 
■event  water  pipes  from 
sezing  in  winter,  heating 
stems  in  cars  and 
ucks,  and — if  the  prod- 
it  clears  European  regu- 
tory  hurdles — wall  paint 
replace  radiators  in 
)mes.  The  inventors  say 
at  users  will  eventually 
!  able  to  control  the 
;at  by  means  of  a 
lermostat.  Mia  Tiinephi 


TURNING  BOSSIE 
INTO  A  LIVING 
DRUG  FACTORY 

THANKS  TO  GENETIC  EN(;i- 

neering,  scientists  can  direct 
cells  to  produce  all  kinds  of 
proteins  that  have  therapeu- 
tic or  nutritional  value.  But 
cranking  them  out  in  large 
volumes  is  a  challenge. 
Robert  D.  Bremel,  dairy  sci- 
ence professor  at  the  Univer- 
sity of  Wisconsin  in  Madison, 
says  a  good  solution  can  be 
found  in  the  bamyard.  "Cows 
are  the  answer,"  he  declares. 

Bremel  injects  special 
genes  into  the  udders  of 
cows,  altering  the  cells  so 


they  produce  milk 
mixed  with  drugs 
or  other  useful 
products.  One  ex-  d.^' 
ample  is  a  high-in-  ?' 
tensity  sweetener  S' 
derived  from  a  Cen-  ^ 
tral  African  berry,  ^->- 
wloich  could  be  used 
in  diet  foods.  An- 
other is  an  antibody 
that  recognizes  tu- 
mors, meaning  it 
could  assist  in  find- 
ing and  attacking  human  can- 
cer. To  market  such  products, 
Bremel  and  several  partners 
six  months  ago  started  a 
company  called  Gala  Design 
in  Sauk  City,  Wis. 

Cows  promise  several  ad- 


vantages over  sheep 
and  goats,  whose 
milk  has  been  ma- 
nipulated by  other 
biotech  startups  to 
yield  drugs.  Be- 
cause of  the  size  of 
the  dairy  indus- 
tiy,  there  could  be 
huge  economies  of 
scale.  And  many 
daily  plants  already 
use  milk-processing 
techniciues  easily 
adaptable  to  genetic  manipu- 
lation. There's  no  need  to 
clone  Bessie  to  make  all  this 
possible.  If  she  gets  a  dose  of 
the  right  genes,  she's  got 
everything  she  needs  to  do 
the  job.  Greg  Bums 


ARE  YOU  IN  LOVE,  OR  IS  IT  YOUR  GENES? 

COULD  THE  GLINT  OF  DESIRE  IN  YOUR  LOVER'S  EYE  .JUST 

be  a  reflection  of  some  dna?  Metaphorically,  that's  what 
researchers  at  the  Salk  Institute  in  La  Jolla,  Cahf.,  are 
proposing.  They've  found  a  gene  that  regulates  sexual 
behavior  in  ftaiit  flies.  When  it's  inoperative  in  female 
flies,  they  reject  sexual  overtures  from  males,  fleeing 
fi'om  and  sometimes  even  kicking  their  suitors.  In 
males,  damage  to  this  love  gene  triggers  indiscriminate 
mating  attempts  with  males  as  well  as  females.  Re- 
searchers have  wiyly  dubbed  the  gene  "dissatisfaction." 

The  discovery,  says  Salk  researcher  Michael  Mc- 
Keown,  "lays  the  gi'oundwork  for  understanding  the  re- 
lationship between  genes  and  sexual  behavior"  In  this 
case,  the  gene  affects  both  pathways  in  the  brain  and 
the  ability  of  females  to  release  eggs.  What  are  the  im- 
plications for  humans?  Social  and  cultiu'al  factors  are  ob- 
viously key,  but  McKeown  thinks  that  genes  influence 
human  sexuality  as  well.  The  human  version  of  "dissat- 
isfaction" is  probably  one  of  them.  David  Graham 


m  Fuel  cells  have  long 
promised  nonpolluting  ener- 
gy. But  commercial  develop- 
ment has  been  slow.  Most  de- 
signs rely  for  fuel  on 
hydrogen  gas,  which  is  diffi- 
cult to  store.  Scientists  at  the 
University  of  Southern  Cah- 
fornia  and  NASA's  Jet  Propul- 
sion Laboratory  say  they 
have  a  better  proposal:  a  cell 
that  runs  on  inexpensive 
methanol  and  operates  well 
below  the  boiling  point  of  wa- 
ter. The  scientists  hope  to 
produce  a  50-watt  fuel  cell 
the  size  of  a  papei'back. 
m  Researchers  at  Hopital  de 
Bicetre  in  France  think  they 
can  put  tobacco  leaves  to 
good  use — producing  hemo- 
globin for  blood  substitutes. 
Most  researchers  interested 
in  developing  such  substi- 
tutes, aimed  primarily  at 
hospital  emergency  wards, 
extract  and  purify  hemoglo- 
bin from  cadaver  or  animal 
blood.  But  by  inserting  into 
easily  gTown  tobacco  leaves 
the  human  genes  that  code 
for  the  oxygen-bearing  mole- 
cule, the  scientists  hope  to 
produce  hemoglobin  that  is 
free  of  contamination.  That 
would  ehminate  the  need  for 
expensive  pmification. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwmar@businessweek.com 
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ALL  THINGS  BEING  EQUAL, 

YOU  COULD  PLAN  YOUR  RETIREMENT 


WITHOUT  HELP. 


OF  COURSE, 

ALL  THINGS  AREN'T  EQUAL. 


THE  LION  ACCOUNT 

 ^rom  Dreyfus  ~ 


Start  to  plan  your  future.  Take  advantage  of  Dreyfus  Advice 
and  Guidance,"  a  personal  financial  planning  service  available 
through  the  new  Lion  Account."'  With  one  call  you  can  get 
ongoing  access  to  advice  as  well  as  educational  materials. 
Just  one  way  the  Lion  Account  offers  you  the  tools  to  reach 
your  goals  and  the  power  to  control  all  your  finances. 
Call  I-80O-THE  LION  ext.  4270,  stop  by  a  Dreyfus 
Financial  Center  or  visit  our  website  at  www.dreyfus.com. 
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SCIONS 


DOES  THIS  GALVIN 
HAVE  THE  RIGHT  STUFF? 

Motorola's  third-generation  CEO  must  stop  the  slide  at  the  $28  billion  company 


Even  in  the  early  days  of  his  50-yeai' 
career  at  Motorola  Inc.,  Robert  W. 
Galvin  rarely  missed  dinner  with 
his  wife  and  foui'  children.  If  he 
couldn't  get  his  work  done  during  the 
day,  he  would  still  arrive  at  the  family's 
white  brick  house  in  an  upper-middle- 
class,  mostly  Catholic  neighborhood  in 
the  Cliicago  subui'b  of  Skokie  in  time  for 
dinner  Afterward,  he'd  sit  in  his  tan 
reading  chau-  in  the  den  and  finish  up. 

Tlie  kids  would  wander  in  to  see  him. 
Cluistopher,  the  third  child  and  first  of 
the  two  boys,  would  perch  on  Bob 
Galvin's  shoulders  and  pretend  to  give 
him  a  haircut.  Michael,  Gail,  or  Dawn 
might  give  their  dad  a  make-beheve 
shoeshine.  When  his  work  was  done,  Bob, 
who  piloted  Motorola  fi-om  19.59  to  1990, 
would  tell  stories  about  the  company. 

He  might,  for  example,  talk  about  sup- 
plying communications  equipment  for 
most  U.  S.  space  missions,  including 
1958's  Explorer  1.  His  father's  inessage, 
Chris  would  later  recall,  was  that  busi- 
ness is  fun  and  can  change  people's  lives. 
Says  Michael,  44:  "It  was  no  surprise 
that  we  would  be  begging  him  to  take  us 
to  the  office." 


Now,  Chins  Galvin  has  taken  over  the 
office  where  he  and  his  siblings  once 
romped.  On  Jan.  1,  he  became  the  thii"d 
Galvin  to  lead  the  company  liis  gi'andfa- 
ther,  Paul,  founded  in  1928.  After  24 
years  in  sales,  marketing,  and  manage- 
ment at  Motorola,  Chris,  who  tiuTis  47  on 
Mar  21,  has  won  the  board's  respect. 
"I'm  certainly  a  believer  that  he  will  pro- 
vide the  leadership  we  need,  not  just  for 
two  or  tlu'ee  yeai"s,  but  for  many  years," 
-John  A.  White,  dean  of  engineeiing  at 
Georgia  Institute  of  Technology  and  a 
Motorola  director,  told  business  week 
when  the  promotion  was  announced. 

Leadership  is  the  issue  because  Mo- 
torola, long  a  juggernaut  beloved  by  Wall 
Street,  has  "lost  momentum,"  as  James 
Bui'kait,  vice-president  at  Northem  Tinst 
Co.,  one  of  Motorola's  largest  sharehold- 
er, puts  it.  Once  a  relentless  producer  of 
double-digit  sales  and  eaiTiings  gains,  the 
company  is  at  a  ciucial  juncture.  Net  in- 
come fell  35%  in  1996,  to  $1.1.5  billion— its 
worst  slide  in  more  than  a  decade 
(charts,  page  104).  New  competition  and 
missteps  in  the  cellular-phone  market 


have  cut  its  share  to  35% 
worldwide,  from  50%  in 
1994.  And  an  industry 
downturn  and  troubles  at 
customer  Apple  Compute  i 
Inc.  sent  sales  of  seinicon- 
ductors,  its  other  key  busi- 
ness, skidding  8%  in  1996. 
The  company's  stock  is 
down  some  30%  from  its 
September,  1995,  peak. 
SUSPICION.  The  question  on 
the  minds  of  investors,  em- 
ployees, and  customers:  Is 
the  founder's  gi-andson  up 
to  reviving  Motorola?  Many 
won-y  that  Galvin  owes  his 
job  to  heredity  and  ques- 
tion if  he  can  lead  the  $28 
billion  coiporation  out  of  its 
quagmire.  "There's  always 
the  suspicion  that  they're 
not  getting  the  best  execu- 
tive they  could  get  because 
of  the  family  liistory,"  says 
Brace  E.  Behi'ens,  manager 
of  Flag  Investors  Telephone 
Income  Fund,  which  holds 
Motorola  stock.  "He  proba- 
bly has  a  gi-eater  biu'den  of  proof  tl  n 
somebody  else  would."  Says  one  miilic 
manager:  "I  wonder  whether  he  ha^i 
plan  to  fix  this  place,  and  I  woni 
whether  he  can  make  it  happen." 

What  makes  his  burden  doubly  hea 
is  that  Galvin  promises  no  radical  chan; 
While  he  declined  to  be  interviewed 
the  reeoi-d  for  this  aiticle,  internal  me 
OS  and  interviews  with  top  executi\ 
indicate  that  he  plans  to  manage 
comjjany  much  as  his  father  and  grai 
father  did.  That  means  Motorola  v 
keep  making  costly,  long-term  bets 
emerging  teclinologies  for  which  it  ho{ 
to  supply  high-margin  equipment.  I 
search-and-dev 
opment  spendi 
will  remain 
about  8%  of  sa 
—$2.4  billion  h 
year.  Short-tei 
slumps  will  be  t 


GRANDFATHER 
AND  FOUNDER 
RAUL  WITH 
CHRIS'S  FATHER,  j 
ROBERT,  IN  19S6] 


Christopher  B. 
GaMn 


ited  for  long-teini  gain.  Lai'ge  acquisi- 
ns  are  unlikely. 

In  meetings  and  monthly  electronic 
issages  to  execs,  Galvin  has  warned 
it  execution  must  improve.  But  will  a 
ategy  focused  simply  on  doing  more  of 
5  same,  better,  be  enough?  As  never 
fore,  Motorola  has  nimble,  well-financed 
'als  that  can  quickly  challenge  it  in 
w  markets.  In  cellular  phones,  L.  M. 
■icsson  and  Nokia  are  narrowing  its 
id  in  technology  and  market  share, 
id  Motorola's  Iridium  satellite  phone 
rvice  was  a  cutting-edge  concept  10 
ars  ago.  Now,  the  competing  Globalstar 
stem  will  make  it  to  market  with  a 
saper  service  in  1998,  the  same  year  as 
dium.  "We  have  gi'eat  competitors," 
ilvin  often  tells  his  executives. 
He  has  wasted  no  time  in  seizing  com- 
md,  quickly  lining  up  a  management 
im  dominated  by  veterans  of  the  suc- 
ssful  paging  business.  His  second-in- 


command,  Chief  Operating  Officer  Robert 
Growney,  headed  paging.  Later;  he  led 
the  sector  that  includes  paging  to  33% 
gi-owth  from  1994  to  1996.  He's  a  re- 
spected, detail-oriented  manager  with 
ample  factory-floor  experience.  Hector 
Ruiz,  who  also  I'an  paging,  has  been  giv- 
en the  task  of  reviving  semiconductors. 
Galvin  has  also  installed  new  heads  at 
the  core  messaging  and  paging  units. 
EARLY  PROMISE.  Regarded  as  a  long- 
term  strategic  thinker  and  an  effective 
motivator,  Galvin  showed  signs  of  lead- 
ei-ship  as  fai-  back  as  Cranwell,  the  Lenox 
(Mass.)  prep  school  where  he  was  captain 
of  his  ski  and  lacrosse  teams  and  senior 
class  president.  Peter  Coakley,  his  Cran- 
well roommate,  remembers  him  as  "a 
natural  athlete  and  a  far  more  serious 
student  than  I."  At  Motorola,  Galvin  is 
credited  with  helping  to  quadruple  auto- 
motive supply  sales  in  seven  yeai-s,  push 
open  the  Japanese  market  for  cellular 


EDUCATION 


BA,  Northwestern 
University;  MBA, 
Northwestern's  J.  L.  Kellogg 
Graduate  School  of 
Management 


Chief  executive  officer, 
Motorola 


Mar.  21,  1950 


career! 


1973  Joined  Motorola  as  a 
salesman  for  two-way  radios 
1984  Named  general 
manager  of  U.S.  operations 
for  subsidiary  Tegal 
1986  Named  general 
manager  of  paging  division 
1988  Named  chief 
corporate  staff  officer; 
joms  board 

1993  Named  president  and 
chief  operating  officer 
1997  Named  chief 
executive  officer 


FAMILY 


Married  18  years,  two 
children 


PASTIMES 


Golf,  skiing,  fly-fishing 


phones,  and  establish  standards  that  ar-e 
fueling  gi'owth  in  the  paging  industry. 
Even  though  he  has  less  line-manage- 
ment experience  than  other  senior  man- 
agers, George  M.  C.  Fisher,  who  resigned 
as  CEO  in  1993  to  head  Eastman  Kodak 
Co.,  predicts  Galvin  will  "prove  a  great 
leader"  for  the  company.  "I  think  he's 
every  bit  as  good  as  his  father,"  he  adds. 

Chiis  is  extraor'dinar-ily  close  to  his 
father,  who  at  74  is  chairman  of  Motoro- 
la's executive  committee.  Chris  bears  a 
striking  resemblance  to  Bob  and  like  his 
father  at  the  same  age,  has  a  shock  of 
near-white  hair-  streaking  his  other-wise 
dai'k  mane.  The  two  often  lunch  together 
in  Motorola's  cafeteria.  But  when  Bob 
offers  advice,  insiders  say,  he  does  so  be- 
hind closed  doors. 

In  a  company  dominated  by  engineers, 
both  are  generahsts  vrith  experience  in 
sales  and  marketing.  Bob,  a  cerebral, 
rather  formal  manager  who  never  fin- 
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ished  college,  inspired  loyalty  with  his 
long  sei-vice  and  love  of  Motorola.  Chris 
is  more  approachable,  and  his  person- 
able style  and  remarkable  memoi-y  for 
names  go  a  long  way  toward  winning 
people  over.  A  graduate  of  Northwest- 
em's  J.  L.  Kellogg  Graduate  School  of 
Management,  he  piides  himself  on  strate- 
gic analysis  and  the  ability  to  pick  en- 
during technology  trends.  Galvin,  says 
semiconductor  chief  Ruiz,  "wants  you  to 
accomplish  sometliing  that  will  take  up  a 
chapter  in  a  book  on  Motorola.  He  thinks 
in  teiTns  of  'What  is  yoiu'  legacy?' " 
UNWAVERING  PATH.  The  only  one  of  Bob's 
cliildren  to  make  a  career  at  Motorola — 
his  sisters  are  homemakers  and  his 
brother  mns  a  venture-capital  finn  in 
Washington — Chris  followed  an  unwa- 
vering path.  "Some  kids  want  to  be  pro- 
fessional baseball  players,"  says  Michael 
Galvin.  "Cluis  always  knew  he  wanted  to 
woi-k  at  Motorola." 

He  joined  in  1973,  as  a  salesman  in 
the  two-way-radio  business.  Even  then, 
he  clearly  saw  his  destiny.  While  still  in 
sales,  he  approached  his  then-boss,  Frank 
Wapole,  with  suggestions  about  strategic 
direction.  "I  told  liim,  'Wlien  you  get  to 
be  president  of  [the  sector],  you'll  get  to 
make  those  decisions,' "  says  Wapole,  now 
director  of  global  government  relations, 
adding,  with  no  apparent  U'ony:  "He  ap- 
preciated the  feedback." 

As  a  manager,  Galvin  has  had  some 
rough  moments.  Even  he  has  admitted 
that  his  1982  effort  to  cut  manufactming 
time  and  boost  quality  in  the  mobile-i-adio 
business  failed  miserably  because  of 
weaknesses  in  designs  and  processes.  His 
lack  of  engineering  skills  earned  him  an 
early  reputation  as  a  technical  light- 
weight— a  rap  he  latei'  beat  with  his 
gi"asp  of  technological  issues.  Still,  some 
employees  consider  him  aiTogant.  "He 
thinks  pretty  highly  of  liimself,"  snipes  a 
midlevel  exec.  And  some  think  liis  seem- 
ingly inevitable  rise  prompted  the  de- 
parture of  skilled  senior  execs,  including 
Fisher,  though  the  Kodak  C'EO  denies  it. 


Says  Fisher,  56:  "I  never  felt  any  pres- 
sure. Bob  Galvin  was  as  much  a  father  to 
me  as  he  was  to  Chris." 

Not  surprisingly,  Chris  has  always 
been  seen  as  different  from  his  Motorola 
colleagues.  Early  on,  line  workers  some- 
times asked  for  liis  autogi^aph.  (He  would 
acquiesce — if  they  gave  him  theirs  as 
well.)  He  was  often  put  on  high-profile 
special-project  teams.  And  he  skipped 
quickly  up  the  ladder,  becoming  general 
manager  of  a  semiconductor-equipment 
subsidiary,  Tegal,  in  1984  and  general 
manager  of  the  paging  imit  in  1986. 

Still,  Bob  Galvin  alone  could  not  make 


THE  UPSIDE 


Galvin  is 
seen  as  a  long-term 
strategic  thinker  and 
an  effective  motivator. 
As  general  manager  of 
paging,  he  led  an  effort 
that  cut  manufacturing 
time  from  28  days  to 
about  two  hours 

his  son  CEO.  The  family  holds  only  about 
3%  of  Motorola's  stock,  and  the  board 
has  many  independent  du'ectors.  When 
Bob  suggested  making  Chiis  ceo  in  1993, 
the  board  chose  Gaiy  L.  Tooker  instead. 
Since  then,  Chiis  has  come  to  be  seen  as 
a  capable,  even  inspiring  executive. 

Consider  how,  as  assistant  chief  oper- 
ating ofBcei;  he  helloed  Frederick  T.  'I\ick- 
er  expand  the  Automotive,  Energy  & 
Components  Sector.  Auto  supply  has 
been  a  core  business  since  the  1930s, 
when  Paul  Galvin  began  selling  the  first 
mass-produced  car  radios.  But  when 
Galvin  started  working  with  Tucker  in 


1989,  the  sector,  which  Tbcker  heads,  h 
been  stagnating  for  a  decade. 

Galvin  began.  Tucker  says,  by  r 
assuiing  him  that  he  considered  him 
top  operator.  Still,  he  pushed  Tucker 
take  chances,  using  the  sectoi-'s  strengt 
to  expand.  So  Tucker  began  selling  b; 
teries  for  computers  and  power  tools,  n 
just  supplying  them  for  Motorola  pro 
ucts.  He  stalled  making  chargers  for  c 
lular  phones  and  leveraged  Motorol 
semiconductor  expertise  to  sell  controDe 
for  gas  and  diesel  engines.  Since  19^ 
the  sector's  sales  have  quadrupled 
about  $2  billion.  Says  Tucker:  "His  lea 
ership  style  has  brought  out  the  best 
me  over  the  last  seven  years." 

Among  the  achievements  of  which 
is  most  proud,  Galvin  counts  havii 
helped  to  open  the  Japanese  market 
foreign  cellular  companies.  U.  S.  Tra( 
Representative  Charlene  Barshefsk 
then  deputy  ustr,  was  reluctant  to  jo 
the  battle  until  Galvin  assured  her  th 
Motorola  would  shai-e  the  heat  if  Jap: 
resisted.  As  a  result  of  their  effort 
Japan  in  1994  began  letting  custome 
own  cellular  phones  and  per-mitted  moi 
foreign  competition.  The  effort  wasn't 
complete  coup:  Motorola  still  doesr 
make  money  selling  phones  in  Japan.  Bi 
it  has  cut  mai-gins  for  Japanese  rivals 
what  was  once  a  profit  sanctuary. 
TEAMWORK.  Gaivin  also  articulated  tl 
vision  that  guided  the  gi-owth  of  the  paj 
ing  business.  During  mid-1980s  brail 
stoiTning  sessions,  he  coined  the  phras 
an  "answering  machine  in  youi*  pockei 
to  summarize  the  paging  gi-oup's  g0£ 
Since  then.  Motorola  has  introduced  tecl 
nology  that  makes  possible  two-way  paj 
ing,  text  messages,  and  voice  messagini 
As  genei-al  manager  of  paging,  Galvi 
also  led  an  effort  that  improved  quaUt 
and  cut  pagei-manufactiuing  time  froi 
28  days  to  about  two  hoiu's. 

Now,  as  CEO,  Galvin  has  begun  a 
tacking  a  cultui-e  that  has  long  favore 
internal  competition.  Such  behavior  wa 
championed  by  Fisher,  who  fashione 
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;oi'ola  into  one  of  the  world's  hottest 
inology  companies.  He  went  so  far 
to  urge  units  to  try  to  swipe  busi- 
s  fi'om  one  another,  and  his  successor, 
■y  Tooker,  who  became  chaii'man  on 
,.  1,  followed  his  lead.  But  Galvin 
its  Motorola's  divisions  to  work  to- 
her.  He  expects  to  cut  costs  thi-ough 
red  research  investments,  for  example, 

to  serve  customers  better  by  pack- 
ig  such  products  as  cellular  phones 

equipment  together. 
tONGER  CELLS?  In  addition,  he  is  de- 
riding greater  focus  on  customers 
3Ugh  better  sales  and  marketing,  par- 
Jarly  in  cellulai'  phones.  He  also  plans 
lold  managers  more  accoimtable.  In  a 
.  31  memo  on  improving  peifomnance, 
vin  declai'ed:  "There  will  be  no  more 
ionalizations'  by  anyone  on  missing 
;ressive  financial  plans."  His  goal,  the 
mo  states:  companywide  sales  and 
nings  gi-owth  of  15%  to  20%  a  year. 
?ut  even  if  he  succeeds  in  changing 

culture,  turning  around  Motorola 
I't  be  easy.  Most  worrisome  are  the 
ipany's  mistakes  in  cellular  phones. 
w  products  have  been  late  to  market, 
1 — shocking  for  Motorola — the  engi- 
ring  has  been  flawed.  One  phone,  for 
mple,  had  two  antennas  that  tiu-ned 

to  garble,  rather  than  enhance,  re- 
tion.  Internally,  Galvin  has  been  high- 
;ritical  of  such  blimders. 
semiconductor  operations  are  anoth- 
trouble  spot.  Sector  sales  sUpped  8% 
;  year,  to  $7.9  billion,  largely  because 
an  industry  downturn  and  a  steep 
p  in  prices.  Worse,  sales  of  the  Pow- 
c  microprocessor,  one  of  Motorola's 
liest-mai"gin  chips,  were  hurt  by  Apple 
nputer's  declining  fortunes.  But  Mo- 
ola  still  has  a  soUd  business  in  lower- 
rgin  chips,  and  imder  Ruiz,  the  sector 
I  tiy  to  expand  into  new  markets. 
5ven  allovring  for  the  long-i-ange,  risk- 
ing strategy  that  is  a  Motorola — ^and  a 
Ivin — hallmark,  some  outsiders  are 
cemed  that  the  company's  batting  av- 
ge  in  launching  new  businesses  is  slip- 
g.  In  jDerhaps  its  biggest  recent  failiu'e, 
torola  poiu'ed  millions  into  its  hand- 
d  organizers,  the  Envoy  and  Marco, 

..AND  SENT  EARNINGS 
TUMBLING... 


before  discontinuing  them  last  year  be- 
cause of  lack  of  demand. 

Now,  Calvin's  largest  financial  gambit 
is  Iridium,  the  satellite-communications 
network  that  will  allow  travelers  to  re- 
ceive calls  anywhere  on  the  planet. 
Backed  by  Motorola  and  others,  Iridium 
plans  to  spend  $5  billion  for  a  66-satellite 
system  to  provide  high-quality  digital 
voice-and-paging  service.  The  potential 
payoff  is  huge:  Motorola  will  supply  two 
generations  of  Iridium  satellites  while 
developing  expertise  it  will  use  to  laimch 
at  least  two  more  systems. 

Industj-y  watchers  are  skeptical.  The 
rapid  gi-owth  of  gi'ound  cellulai'  systems 
has  cut  Iridium's  potential  market.  And 
competing  systems — most  notably  Glob- 
alstar,  backed  by  Loral  Space  &  Com- 
mimications  Ltd. — ai'e  cheap  enough  that 
they  plan  to  offer  calls  for  less  than  half 
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the  $3  a  minute  Iridiiun  plans  to  charge. 

Motorola  has  intriguing  new  ventm-es, 
which  Galvin  backs  with  money  and  peo- 
ple. Most  promising:  the  cable-modem, 
cai-navigation,  and  softwai-e-modem  busi- 
nesses. But  few  seem  likely  to  bring  in 
significant  I'evenue,  and  others  ai'e  yeai's 
from  maturation.  For  example,  the  ag- 
gressive development  of  cable  modems  is 
meant  to  capitalize  on  the  Internet  boom. 
But  "I'd  have  a  hard  time  saying  that 
will  be  a  commercial  success  anytime 
soon,"  says  Flag  Investors'  Behrens. 

Galvin  should  have  the  benefit  of  a 
taUwind  in  the  months  ahead,  as  demand 
for  both  cellular  phones  and  semiconduc- 
tors improves.  Ali-eady,  in  the  fourth 
quarter  of  1996,  sales  in  the  general-sys- 
tems sector,  which  includes  cellular  ser- 
vices, increased  17%. 

But  what  Motorola  needs  most,  as 
Galvin  continually  tells  executives,  is  'i-e- 
newal."  It  must  develop  technologies  that 
give  rise  to  new  industries.  That's  what 
his  gi-andfathei-  did  with  car  radios,  and 
that's  what  his  fathei-  did  with  cellular 
comimmications.  All  his  life,  Cluis  Galvin 
has  followed  closely  in  Robert  Galvin's 
footsteps.  Now,  he  must  blaze  his  own 
trail.  Where  does  Motorola's  future  suc- 
cess lie?  In  Iiidium?  In  cable  modems?  In 
some  as-yet-unknown  technology?  To 
prove  he's  worthy  of  his  inheritance, 
Chiis  Galvin  must  find  the  answer. 

By  Peter  Elstrom  in  Chicago,  with 
Gail  Edmondson  in  Paris  and  Eric 
Schine  in  Los  Angeles 
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BEAR  FUNDS  ARE 
LICKING  THEIR  CHOPS 

Seven  funds  that  suffered  through  the  Dow's  streak  see  a  juicy,  falUng  market  dead  ahead 


Apucalypse  soon?  With  the  stock  mar- 
ket relentlessly  going  through  thou  - 
sand-point  markers  like  so  much 
kindling,  some  nervous  investors  are 
worrying  about  what  would  happen  to 
their  poilfolios  if  the  great  '90s  bull 
mai'ket  should  slip  abmptly  into  reverse. 

Not  to  woriy,  say  mutual-fund  indus- 
try bears.  Although  most  of  the  nation's 
6,270  mutual  fimds  are  more  or  less  ori- 
ented to  lising  markets,  a  hardy  though 
severely  battered  band  of  seven  so- 
called  bear-market  fimds  are  braced  for 
Armageddon.  They  have  deliberately 
structured  themselves,  through  such 
techniques  as  short  positions  and  put 
options,  to  hedge  against  major  market 
declines  or  even  make  a  profit. 
HERE  AT  LAST?  So  far,  of  course,  most 
of  the  bear  funds  have  achieved  lousy 
results  over  the  past  year  or  so  (table), 
which  isn't  surprising  considering  the 
market  has  not  gone  their  way.  But 
some  bear-fund  managers  insist  their 
time  has  finally  arrived.  "The  market  is 
way  overvalued  . . .  and  if  we  have  a 


bear  market,  we'll  outperform  almost 
every  other  fund,"  claims  Paul 
Stephens,  manager  of  the  Robertson 
Stephens  Contrarian  fund.  Charles 
Minter,  co-manager  of  two  Comstock 
bear  ftmds,  predicts  at  least  a  30%  droj) 
in  the  market  this  year. 

A  handful  of  investors  apparently 
agi'ee.  Most  beai'  funds  have  seen  steady 
redemptions  for  the  last  few  years,  but 
in  the  days  following  recent  remarks  by 
Fed  Chairman  Alan  Greenspan  about 
the  overheated  market,  some  funds  re- 
ported spurts  of  new  money.  Michael 
Byrum,  manager  of  the  Rydex  Ursa 
(Latin  for  "female  bear")  fimd,  says  $60 
million  flowed  into  his  fund  in  the  first 
three  days  after  Greenspan's  Feb.  26 
speech,  boosting  assets  25%.  Some  $7 
million  flowed  into  the  Lindner  Bulwark 
Fund  on  Mar.  3,  bringing  assets  to  $82 
million.  Still,  flows  into  bear  funds  are 
raindrops  compared  to  the  vast  sums 
still  moving  into  traditional  equity  funds. 

Of  course,  investors  don't  have  to 
invest  in  bear  funds  in  order  to  escape 


danger.  One  can  merely  switch  in 
cash  or  money-market  funds.  The  be; 
funds,  though,  try  to  do  better  th; 
cash.  A  few  of  the  funds  have  demo 
strated  that  skill  during  brief  dow: 
turns  over  the  past  few  years.  But  tl 
newer  ones  offer  only  the  promise, 
hope,  of  protection. 

Investors  who  want  to  consort  wi1 
the  bears  may  want  to  look  closely 
how  the  bear  managers  plan  to  mal 
money  when  the  market  finally  plung 
into  the  abyss  they've  been  incoirect 
predicting  for  years.  Their  strategic 
cover  a  wide  range  of  global  inves 
ments  with  varying  degrees  of  ris 
Some  are  similar  to  private  hedge  ftuM 
that  rely  heavily  on  short-selling,  o] 
tions,  and  futures. 

The  most  successful  bear  fund 
Stephens'  Contrarian  fund,  the  only  or 
in  the  pack  with  a  five-star  rating  fro: 
Morningstar  Inc.  The  reason:  good  ol( 
fashioned  stock-picking.  Stephens  bi 
lieves  U.  S.  stocks  are  undergoing 
speculative  mania  of  historic  propo: 
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5eing  a  bear  in  a  bull  market  has  been  "an  embarrassing 
and  humiliating  experience,"  admits  one  fund  manager 


IS,  and  has  positioned  his  fund  for 
lining  stock  prices  since  he  started  it 
.993.  He  nearly  beat  the  Standard  & 
»r's  500-stock  index  last  year  by  in- 
ting  in  obscure  mining  and  natural 
Durces  stocks  in  Third  World  coun- 
ts. The  fund  is  also  heavily  hedged, 
phens  keeps  about  25%  of  his  fund  in 
rt.  sales,  and  he's  been  one  of  the 
■  to  make  money  at  it.  Short  posi- 
is  as  of  Dec.  31  are  dominated  by 
Ith-care  and  technology  issues,  in- 
iing  Avant,  Sensormatic  Electronics, 
1  Stryker.  Stephens 
)  buys  s&P  500  put 
ions,  which  make 
ley  for  the  fund  only 
tie  market  drops. 
»S.  Last  year's  best- 
forming  bear  fund, 
Lindner  Bulwark 
d,  followed  a  similar 
Ige-fimd-like  strate- 
Bulwark's  big  gains 
le  from  long  and 
rt  positions  in  nat- 
,1  resources  stocks, 
nager  Eric  Ryback 
s  he  is  worried 
•ut  rising  interest 
es  this  year  and  has 
itioned  the  fund  for 
2-  to  18-month  bear 
rket.  He  has  put 
i  of  the  fund  into 
d  futures  as  an  in- 
est  rate  hedge,  and 
)ed  his  investment  in 
'  500  and  nasdaq  op- 
us. The  rest  of  the 
id  is  defensive  as 
11.  An  additional  14% 
in  cash,  21%  is  in 
irt  sales,  and  the  re- 
inder  is  concentrated  in  natui-al  re- 
irces  stocks. 

rhe  other  bear  funds  chalked  up  neg- 
/e  returns  last  yeai',  compared  with  a 
96%  gain  by  the  s&p.  But  not  for  lack 
trying.  One  of  the  most  aggi"essive 
ir  funds  going  is  the  year-old  Pra- 
it  Bear  fund.  Manager  David  Tice 
's  he's  positioned  the  fund  for  a  long- 
m  market  decline  that  could  take  a 
;ade  for  stocks  to  break  even.  He  has 
d  short  57%  of  the  fimd's  assets  and 
ns  puts  on  the  s&p  400  midcap  index 
1  the  Morgan  Stanley  High-Tech  In- 
t.  The  $15  million  fund  dropped  14% 
t  year  and  is  off  3.4%  this  year.  But 


Tice  says  it  will  go  up  sharply  if  the 
market  declines.  When  it  dropped 
sharply  in  the  summer  of  1996 — with 
the  s&p  500  dovra  7.4%  between  May  24 
and  July  24 — the  Prudent  Bear  fund 
was  up  14%,  Tice  says. 

Few  bear  funds  have  had  as  bad  a 
time  as  the  Mathers  fund.  The  fund 
has  been  bracing  for  a  disaster  since 
the  mid-1980s,  holding  about  50%-  in 
cash  and  betting  against  the  market 
by  selling  stock-index  futures  short. 
Since  1991  it  has  returned  about  1.5%  a 

Recipes  for  Disaster 


1996  RETURN 

YTD  * 

STRATEGY 

LINDNER  BULWARK 

28.77 

-Hl.5% 

Aims  to  prosper  in  inflation-induced 
bear  market;  holds  gold  stocks  and 
big  short  positions 

ROBERTSON  STEPHENS 
CONTRARIAN 

21.69 

+4.6% 

Global  stock  holdings  hedged  with 
short  positions  and  futures 

MATHERS 

-0.07 

+2.0% 

Large  bond  holdings  are  combined 
with  gold  stocks  and  short  positions 
in  S&P  futures 

COMSTOCK  PARTNERS 
STRATEGY  A 

-1.26 

-0.5% 

Buys  mainly  bonds  and  gold  stocks 

COMSTOCK  PARTNERS 
CAR  VALUE  A 

-5.67 

-2.3% 

Takes  big  short  positions  and  buys  put 
options  betting  against  the  market 

RYDEX  URSA 

-12.44 

-5.5% 

Tries  to  move  in  opposite  direction  of 
S&P  500  through  use  of  futures  and 
options 

PRUDENT  BEAR 

-13.69 

-3.4% 

Sells  stocks  short  and  buys  options 
betting  against  the  market 

S&P  500  INDEX 

22.96 

+6.8% 

DATA:  BUSINESS  WEEK,  MORNINGSTAR  INC. 

*AS  OF  MARCH  4 

year,  making  it  one  of  the  nation's 
worst-performing  funds.  "It's  been  an 
embarrassing  and  humiliating  experi- 
ence," says  Mathers  fund  manager 
Henry  G.  Van  der  Eb  Jr.  Neverthe- 
less, Van  der  Eb  is  sticking  with  his 
strategy  in  1997.  Through  March  4, 
he's  up  2%.  His  best  hope  for  a  turn- 
around is  that  his  economic  forecast 
proves  correct:  that  the  U.  S.  economy 
suffers  a  semi-deflationary  recession 
that  will  trigger  a  decline  in  corporate 
profits  followed  by  a  bear  market  sim- 
ilar to  the  one  now  being  experienced 
by  Japan. 

Charles  L.  Minter,  manager  of  two 


bear  funds  at  Comstock  Partners  Inc., 
is  betting  on  a  similarly  gloomy  future. 
His  Comstock  Strategy  fund  is  65%  in- 
vested in  short-term  bonds,  while  his 
more  aggressive  Comstock  Capital  Val- 
ue Fund  is  loaded  with  s&p  index  op- 
tions and  short  positions  in  technology 
and  capital-goods  stocks.  Minter  draws 
parallels  between  today's  market  and 
the  period  before  the  1929.  "Even  in 
the  midst  of  a  frenzied  buying  spree, 
even  the  most  intelligent  and  astute 
of  observers  find  seemingly  rational 
reasons  to  justify  the 
excesses,"  Minter  says. 

The  Ursa  fund  takes 
the  most  direct  ap- 
pi-oach  possible  to  prof- 
iting from  a  bear  mar- 
ket. It  doesn't  make 
any  macroeconomic 
bets  but  simply  posi- 
tions itself  for  down 
markets  at  all  times.  It 
invests  up  to  5%  of  its 
assets  in  s&p  put  op- 
tions. The  rest  of  the 
fund  is  invested  in  gov- 
ernment bonds,  which 
provide  income  as  a 
hedge  if  the  market 
goes  up.  The  goal  is  to 
inversely  reflect  the 
s&p,  so  the  fund  goes 
up  1%  for  every  1% 
the  s&p  declines.  With 
bonds  as  a  hedge,  the 
fund  tends  to  decline 
only  75%  as  much  as 
the  market  gains. 

Ursa,  though,  has  a 
dismal  record,  having 
lost  nearly  a  third  of 
investors'  money  since 
the  fund  was  launched  in  1994.  But  its 
mechanical  approach  performs  as  ad- 
vertised. When  the  s&P  fell  2.6%  in  the 
first  three  days  after  Greenspan's  com- 
ments, Ursa  was  up  3%.  LJrsa  has  a 
$25,000  minimum  investment  and  is  de- 
signed for  professional  investors  who 
use  it  to  time  the  market  or  hedge 
other  investments,  says  manager  Mike 
Byrum.  "This  is  not  a  buy-and-hold, 
mom-and-pop  fund." 

But  if  the  apocalypse  really  seems 
imminent,  some  moms,  pops,  and  maybe 
even  a  couple  of  the  kids  might  want  to 
check  it  out. 

By  Geoffrey  Smith  in  Boston 
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WHERE  THE  JUNK  BIZ 
IS  REALLY  JUMPING 

High-growth  companies  abroad  make  for  a  hot  bond  market 

ast  August,  Brazil's  NetSat  Sei'\'i^'OS 
Ltda.,  a  unit  of  a  telecommunica- 
Itions  consortium  owned  by  News 
Corp.,  Tele-Communications  Inc.  and 
Globo,  a  Bi'azilian  media  conglomerate, 
needed  .$200  million  to  banki'oll  an  am- 
bitious satellite-TV  startup.  Like  many 
entrepreneurial  U.  S.  companies,  it 
turned  to  the  junk-bond  market.  Yes, 
the  junk-bond  market. 

Two  decades  after  Michael  R.  Milken 
created  a  brand  new  source  of  financing 
for  capital-star-ved,  lower-tier  American 
companies,  investment  bankers  of  all 
stripes  are  combing  Latin  America, 
Asia,  and  Eastern  Europe  as  well  as 
industrialized  nations  for  opportunities 
to  arrange  high-yield  debt  offerings. 
Fueled  by  continued  economic  gi-owth  in 
emerging  markets,  low  interest  rates, 
and  enormous  global  liquidity,  the  in- 
ternational junk  market,  which  three 
yeai's  ago  bai'ely  existed  for  non-U.  S.  is- 
suers, is  expanding  dramatically.  In 
1996,  high-yield  debt  issuance  by  for- 
eign companies  surged  to  .$10.37  biUion, 
or  .58  issues,  from  the  34  offerings  val- 
ued at  $7.14  billion  brought  to  market  in 
199.5,  according  to  Memll  Lynch  &  Co. 

In  contrast  to  the  U.  S.  high-yield 
market,  which  endured  years  of  snick- 
ering before  it  gained  mainstream  ac- 
ceptance, the  overseas  junk-bond  busi- 
ness seems  to  have  achieved  instant 
I'espectability.  "High-yield  capital  is  help- 
ing to  build  the  infrastnicture  and  in- 
crease gi'owth"  in  developing  countries, 
says  Chiistopher  A.  John- 
son, Menill's  head  of  high- 
yield  finance.  Mei'rill  and 
Morgan  Stanley  &  Co. 
dominate    the  business 
with  a  20%  share  each. 
Many  overseas  borrow- 


MERRILL'S  JOHNSON: 


inefficient  and  imi'eliable,  and  Eurobonds 
carry  maturities  of  fi'om  3  to  7  years, 
compared  with  8  to  10  years  or  more 
for  junk  issues.  "In  some  emerging  mar- 
kets, corporate  gi-owth  is  outstripping 
the  ability  of  banks  to  fund  it,"  says 
Seth  P.  Bernstein,  a  J.  P.  Morgan  &  Co. 
managing  director. 

Global  junk  is  attr-acting  ))lenty  of  in- 
vestors, about  half  of  whom  are  U.  S. 
mutual  funds.  Bankers  say  overseas  is- 
suers are  actually  in  better  financial 


HIGH  YIELD  S  GLOBAL  REACH 


ers,  especially  emerging- 
market  companies  and 
overseas  units  of  U.  S.- 
based  companies,  actually 
prefer  junk  bonds  over 
bank  financing  or  tradi- 
tional Eurobonds  to  fund 
long-term  growth  plans. 
Banking  systems  in  devel- 
oping countries  tend  to  be 


ISSUER 

AMOUNT  (MILLIONS)/ 
COUPON  (%) 

COUNTRY 

LEAD  MANAGER 

NETSAT  SERVigOS 

$200/12.750 

Brazil 

Merrill  Lynch 

AES  CHINA  GENERATING 

$180/10.125 

China 

Morgan  Stanley 

POLAND  COMMUNICATIONS  $130/9.875 

Poland 

Merrill  Lynch 

FSW  INT'L  FINANCE 

$135/12.5 

Indonesia 

J.P.  Morgan 

INT'L  CABLETEL 

$400/10 

Britain 

Donaldson, 
Lufkin  &  Jenrette 

METROGAS 

$100/10.875 

Argentina 

Goldman,  Sachs 

DATA:  SECURITIES  DATA  CORP.,  MERRILL  LYNCH  8,  CO, 


shape  than  similarly  rated  U.  S.  com]i- 
nies.  Adalberto  Vianna,  chief  execut  e 
officer  of  Sao  Paulo-based  NetSat,  s;  s 
he  isn't  worried  about  the  compall.'^ 
abihty  to  repay  its  debt,  which  \\s 
raised  by  a  Merrill  Lynch-led  syndica;: 
"We  don't  need  tremendous  econoic 
growth  for  [the  venture]  to  work." 

Yet  overseas  high-yield  securities 
rated  lower  by  major  U.  S.  rating  agi  ■ 
cies  because  their  ratings  generally  v;\ 
exceed  the  so-called  "sovereign  caj)" 
their  home  countiy.  A  11 
rated  foreign  companx' 
Ukely  to  boast  debt-sei  ' 
ratios  that  would  earn 
BBB  rating  if  it  wei  < 
U.S.  company,  says  Ki, 
Johnston,  managing  dir(- 
tor     of  OFFITBANK, 

investment  manageiri. 
finn.  As  a  result,  these 
curities,  most  of  which 
initially  offered  as  pri\ 
placements  and  then  iv 
tered  with  the  Securili- 
&  Exchange  Commissi  . 
typically  trade  at  just  i 
to  150  basis  points  "\ 
comparable  U.  S.  junk 
sues.  Since  1993,  they  lia ' 
generated  average  annil 
total  retiuTis  of  about  l^N 
compared  with  about 
for  U.S.  issues.  Says  Jul - 
ston:  "We're  looking  l- 
world-class  companies  wii 
bad  addresses." 

These  secuiities  aren't  risk-ft-ee.  (  i 
rency  devaluations  could  jeopardize  i  ■ 
payment.  If  markets  turn  sour,  it  in; 
be  hard  for  investors  to  find  buyi  i. 
Regulatory  risk  is  also  a  won-y.  Abu 
40%  of  all  issuere  ai'e  media  and  tehci  i 
companies,  whose  prospects  fluctJi.i' 
with  local  nile  changes.  Some  junk  Im 
er-s,  hke  Hari  N.  Hariharan,  a  managir 
du-ector  at  Banco  Santander's  New  Vi  > 
asset  management  unit,  say  that  lati 
"some  froth"  has  gotii 
into  the  market. 

Within  five  years, 
than  half  of  all  junk  issu 
will  be  for  foreign  conip 
nies,  compared  with  jii 
1.5%  in  1996,  says  Will'ia 
Kourakos,  head  of  glnh 
high-yield  capital  mai-kc 
at  Morgan  Stanley.  But 
the  U.S.  e.xperience  is  ai 
indication,  investors  li, 
better  be  prepared  l\. 
some  indigestion. 

By  Phillip  L.  Zweig 
New  York,  with  Ian  Ka 
in  Sao  Paulo 
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Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

A  SHOT  IN  THE  ARM 
FOR  HUMANA 

A not-so-funny  thing  happened  to  Hu- 
mana (hum)  over  the  past  two 
years.  As  the  Dow  Jones  industnal  av- 
erage advanced  more  than  3,000  points, 
Humana  shares  went  nowhere  in  1995 
and  shiinped  from  27  to  17  in  1996. 
Humana  continued  to  meander  this 
year — until  Mar.  3  and  4,  wh,en  the 
stock  zoomed  to  more  than  21  on  vol- 
ume of  2  million  shares  each  day,  com- 
pared with  an  average  volume  of 
600,000  shares.  The  reason:  takeover 

FEELING  THE  RUSH 

EARNINGS 
PER  SHARE 

1998  Est  ! 

$1.30  I 

1997  Est,  i 

$1.10  1 

1996  I 

HUMANA  \ 

STOCK  PRICE  1995  i 

WEEKLY  CLOSE  i    i    $1.17  i 

"  OCiT  '96  ~mJ/?7 
A  DOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  STANDARD  &  POOR'S  CORP 

Humana,  one  of  the  nation's  largest 
providers  of  managed  health  care,  is 
the  target  of  at  least  one  big  insurer, 
according  to  money  managers  who 
have  been  avidly  buying  shares.  These 
pros  think  that  Humana,  which  seizes 
4.4  million  members  in  its  health-main- 
tenance organizations  and  preferred- 
provider  organizations,  has  had  talks 
with  the  potential  buyers  and  is  ex- 
pected to  reach  an  agi-eement  before 
long.  They  think  that  the  company, 
which  has  a  market  capitalization  of 
about  $3.4  biOion,  should  fetch  $4.5  bil- 
lion to  $4.8  billion,  or  28  to  30  a  share, 
in  a  buyout. 

"Humana  is  now  the  prime  target 
among  hmos,"  says  analyst  Robert  Gold 
of  Standard  &  Poor's.  That's  the  only 
reason  to  be  buliish  about  Humana,  he 
adds,  noting  that  it  has  straggled  in 
recent  quarters  to  in.'intain  profit  mai'- 
gins  and  meet  earniii!  ■■  expectations. 

As  insurers  consolid^  .'.  .several  have 
been  acquiring  HMOs  in  the  hope  of 
bolstering  their  role  in  managed  care. 
"They  recognize  that  is  wIkm-c  their 
big  future  gi-owth  hes,"  says  G  'ld. 

The  most  recent  insurance  dt  t1  is 


■1 


cigna's  $1.4  biUion  agi'eement  in  early 
March  to  buy  Healthsource — tagged 
earlier  by  this  magazine  as  a  takeover 
target  (BW — Dec.  30).  Some  investors 
reckon  cigna  may  swallow  Humana, 
too.  Gold,  however,  thinks  the  most 
logical  acquisitor  is  Pioidential  Insur- 
ance. "Pradential  hasn't  been  too  suc- 
cessful in  health  care,  so  it  needs  to  go 
into  managed  care  in  a  big  way,"  ex- 
plains the  analyst.  Humana's  top  brass 
were  traveling  and  couldn't  be  reached. 
Prudential  denies  the  ramor. 


PEPPED  UP  OVER 
CHRONIC  FATIGUE 

We  aren't  biotech  investors,  "but 
we've  bought  into  Hemispherx 
BioPharma — the  only  biotech  in  our 
portfolio,"  says  Richard  Sinise  of 
Kennedy  Capital  Management  in  St. 
Louis,  which  manages  some  $1.5  bil- 
hon.  Sinise  isn't  the  only  believer.  In- 
vestors Larry  Tisch  and  Gerry  Tsai 
also  are  stakeholders  in  the  young  com- 
pany. What's  so  hot  about  Hemispherx 
(HEMX)?  The  stock  sure  hasn't  been  on 
a  roll:  Now  at  2'/>,  it  has  traded  be- 
tween 2  and  4  since  July. 

The  company  has  a  portfolio  of  200 
patents  for  technologies  that  use  ri- 
bonucleic-acid  molecules  in  products  to 
treat  viral  diseases,  certain  cancers, 
and  immime-system  dysfunction.  One  of 
its  major  products  is  Ampligen,  now 
in  its  third  clinical  tests  for  treatment 
of  chronic  fatigue  syndrome  (CFS),  he- 
patitis B,  and  Hiv.  The  trials,  approved 
by  the  Food  &  Drug  Administration, 
are  under  way  in  30  sites. 

An  Ampligen  diagnostic-test  kit  has 
received  patent  approval  in  10  Euro- 
pean countries.  It  checks  blood  cells 
for  immune  deficits  believed  to  be  char- 
acteristic of  CFS.  The  Centers  for  Dis- 
ease Control  &  Prevention  has  includ- 
ed CFS  as  a  "priority  one  disease"  on 
its  list  of  "new,  reemerging,  and  drug- 
resistant  infectious  diseases,"  says  Dr. 
William  Carter,  chairman  and  CEO  of 
Hemisphei'x.  There  isn't  any  approved 
thei'apy  for  CFs,  he  says,  adding  that  a 
protocol  using  Ampligen  for  treatment 
of  CFS  patients  has  been  submitted  to 
the  FDA  for  approval.  Ampligen,  he 
claims,  relieves  all  the  symptoms  of 
CFS,  including  pain.  Carter  says  Hemi- 
spherx has  signed  a  manufactuiing  pact 
with  Phannacia-Upjohn,  which  has  tak- 
en a  2%  stake  in  Hemispherx. 

Analyst  David  Watumull  of  First 
Honolulu    Securities,    says  Hemi- 


spherx— "at  just  $140  million  in  marke 
cap — represents  a  compelling  invest 
ment  value." 


LEANING  HARD 
ON  BANISTER 

The  Dow's  strength,  despite  recen 
pullbacks,  has  made  it  difficult  fo 
money  manager's  to  keep  up.  Mike  Con 
nor  is  among  the  few  who  were  able  t 
outscore  the  index  last  year:  His  hedg 
fimd,  c-B  Partners,  gained  57% — mor 
than  twice  the  Dow  advance. 

What  does  Connor  favor  this  year 
"An  old  favorite  I've  resumed  buying  i 
Banister  Foundation  (ban),  formerl 
Banister  Inc.,"  he  says.  Trading  on  thi 
American  Stock  Exchange  at  10,  Ban 
ister  is  the  largest  public  constractioi 
outfit  in  Canada.  It  also  operates  ii 
the  U.  S.,  Europe,  and  Asia.  After  re 
covering  from  Canada's  slump  an( 
some  bad  contracts  in  1994  and  199^ 
Banister  has  resumed  I'obust  growth 
lining  up  big  projects  in  China,  Hun 
gary,  India,  and  Israel,  notes  Connor. 

Aside  from  its  improving  fimdamen 
tals,  however.  Banister  "could  end  u] 
breaking  itself  up  or  being  sold  to 
large  engineering  or  construction  com 
pany,"  he  says.  Tiimac,  a  Canadian  con 
glomerate  that 
owns  23%  of  Ban-  GRACE 
ister,  is  apt  to  UNDERPRESSURE 

push  the  compa-   

ny  to  maximize  j  | 
shai'eholder  value. 
Connor  says  Tri- 
mac  might  just 
unload  its  stake — 
a  move,  he  says, 
that  could  effec- 
tively put  the 
company  in  play. 

Behind  T^'i- 
mac's  zeal  for 
shai'eholdei'  value, 
says  Connor,  is 
pressure  from  a 
gi-oup  including  Texas  investor  Roberi 
Bass,  who  owns  a  10.7%  voting  interest 
in  Tiimac.  Bass  is  pressing  Trimac  tc 
boost  Ti-imac's  stock — and  one  sugges 
tion  has  been  to  do  something  wit! 
Ti'imac's  huge  Banister  stake 

The  br-eakup  value  of  Banister  stock 
figiu-es  Connor,  is  18.  After  last  year' 
earnings  of  82(2  a  shai'e,  he  sees  it  mak- 
ing $1.22  this  year  and  $1.66  in  1998.  A 
Banister  official  says  he  hopes  Tj-imac 
will  talk  to  Banister  about  its  plans 
for  its  stake. 
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Workplace 


UNIONS 


WHY  FORD  IS  RIDING  SHOTGUN 
FOR  THE  UAW 

To  mollify  the  union,  it's  helping  to  organize  parts  suppliers 


United  Auto  Workers  President 
Stejjhen  P.  Yokieh  is  grinning  like  a 
Cheshire  cat  these  days.  In  mid- 
February,  the  UAW  won  fat  ])ay  hikes 
for  new  union  members  who  mounted  a 
24-day  strike  at  two  Johnson  Controls 
Inc.  auto  parts  plants.  They  got  a  cmcial 
assist  from  Ford  Motor  Co.,  which 
spurned  parts  made  by  replacement 
workers  Johnson  had  hired  to  defeat 
the  strikers.  Now,  the  UAW  plans  to  re- 
peat the  move  at  other  parts  supplier's. 
The  goal:  to  use  the  union's  leverage  at 


fort  to  revei'se  the  union's  decades-long 
membership  slide  (chart).  He  says  he's 
doubling  the  ranks  of  organizers  and 
creating  new  regional  organizing  offices. 
With  300,000  or  so  nonunion  workers 
making  auto  parts,  "our  membership  is 
going  to  go  up  again,"  Yokich  vows. 

The  auto  parts  industry,  however,  is 
determined  to  prevent  union  inroads. 
"The  major  suppliers  are  very  worried 
about  what  happened  at  Johnson  Con- 
trols and  have  registered  their  concerns 
with  [Ford  cp:o  Alexander  J.]  Trotman," 

THE  UAW  IS  TARGETING 
AUTO  PARTS  MAKERS... 


1996  contract  talks,  Yokich  wanted  F 
to  agree  to  encourage  suppliers  not 
oppose  unionization  drives.  Ford  lat 
relations  honcho  Peter  J.  Pestillo,  a  f 
sonal  friend  of  Yokich,  seemed  willing 
go  along.  Ford  ultimately  refused,  cit 
legal  worries.  Now,  suppliers  fear  t 
Ford  is  helping  Yokich  anyway.  Inde 
Ford  has  made  clear  the  high  valu( 
places  on  the  union's  cooperation 
boosting  shop-floor  productivity.  Tt 
man  says  little  to  allay  suppliers' 
cerns.  When  asked  if  he  supports  u 
efforts  to  unionize  suppliers,  Trotn 
told  BUSINESS  week:  "We're  not  shy 
making  it  plain  that  we  have  a 
good  relationship  with  the  UAW." 

The  other  two  Detroit  carmak 
seem  much  less  willing  to  lend  the 
a  hand  with  its  campaign.  "Honestly 
don't  vmderstand  [Ford],"  says  J.  T. 
tenberg,  chief  of  General  Motors  Cor 
parts  unit.  A  Chiysler  Corp.  exec  sa 

...TO  HELP  REVERSE  ITS 
MEMBERSHIP  SLIDE 
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may  spread 

U)  01  her 
u;-?ustries 


all  three  Dctniit 
cannakers  to  mount 
a  broad  recruitment 
drive  in  the  mostly 
nonunion  auto  parts 
industry.  Ford's  ac- 
tion "is  very  new 
and  exciting,"  says 
Yokich. 

His  experiment  at 
Johnson  Controls  is  being  closely  watched 
by  other  unions  as  a  potentially  potent 
new  recruitment  method  foi-  labor-.  Like 
the  UAW,  many  imions  represent  workers 
at  large  companies  whose  suppliers  are 
nonunion,  afl-cio  officials  are  urging 
unions  of  all  industries  to  wage  organiz- 
ing drives  at  the  suppliers  and  demand 
help  fi"om  the  unionized  companies — or 
thr'eaten  sympathy  strikes  if  they  accept 
parts  fr'om  a  I'eluctant  supplier-.  "Unions 
need  to  use  their  relationships  with  cm-- 
r"ent  employei-s  to  unionize  supplier's,  and 
the  UAW  is  showing  the  way,"  says  Nan- 
cy Mills,  head  of  the  afl-cio's  new  Cen- 
ter- for  Wor-kplace  Democr-acy. 

F'or  Yokich,  the  move  is  part  of  an  ef- 


says  Tenneco  ceo  Dana  G.  Mead.  Ford's 
inter-vention  has  caused  a  firr-or  because 
the  Big  Thr-ee  have  so  much  clout  with 
supplier's.  Last  year-,  For'd  asked  John- 
son, which  sells  the  carmaker  $1.2  billion 
wor-th  of  par-ts  a  year,  to  recognize  the 
UAW  at  the  two  plants  without  a  for'- 
mal  election.  For'd  did  so  because  the 
UAW  objected  strongly  when  the  car- 
maker outsourced  the  seats  and  other 
parts  to  Johnson. 

SINGULAR  RELATIONS.  Johnson  went 
along  and  ultimately  agreed  to  most  of 
the  imion's  pay  demands.  But  it  r'efused 
to  r-emain  neutr-al  in  futur'e  UAW  or'ga- 
nizing  dr'ives.  So  the  union  struck  on 
Jan.  28.  When  Johnson  tried  to  supply 
For'd  by  using  replacement  workers, 
For'd  again  backed  the  union  and  re- 
fused to  take  the  nonunion-made  com- 
ponents. In  the  end,  the  UAW  conceded 
that  Johnson  could  abandon  its  neutral- 
ity in  the  futur-e,  and  Johnson  agr-eed  to 
lift  wages  by  up  to  83%  by  1999. 

Yokich  won't  find  it  easy  to  repeat 
the  victor-y.  For  one  thing.  Ford's  rela- 
tions with  the  UAW  are  singular.  In  the 


"We  would  never  do  what  For-d  di 
Yokich  may  yet  be  able  to  for 
their  hand.  For  one  thing,  the  TiAW 
stage  str-ikes  at  suppUer'S  over  the  \\ 
to  unionize.  "That  would  put  Detr 
on  the  spot,"  says  a  supplier  labor- 
lations  official,  because  auto  make 
would  risk  sympathy  walkouts  in  thi 
own  plants  if  they  accepted  par-ts  ma 
by  supplier  r'eplacement  wor-kers.  Tr-i 
the  union  legally  can't  strike  the 
Three  over  labor  battles  at  supplie 
But  the  UAW  can  always  find  a  pr 
text,  such  as  safety  violations.  "We 
going  to  be  very  active"  at  supplie 
vows  UAW  r-egional  director  Bob  Kir 
Not  all  supplier-s  think  that's  b£ 
Lear  Cor'p.,  with  60%  of  its  33,000  e 
ployees  unionized,  would  benefit  if 
UAW  equalized  industry  labor  cos 
"We'r-e  not  opposing"  the  UAW's  orj 
nizing  drives,  says  Lear'  ceo  Kermeth 
Way.  For  most  other  suppliers,  howev 
the  smile  on  Yokich's  face  is  a  sign 
tr'ouble  ahead. 

Bij  Bill  Vlasic  in  Detroit,  with  Aan 
Bernstein  in  Washington 
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32MB 

of  Kingston  memory 

^199"^' 


Chances  are  you've  witnessed  the  power  of 
Microsoft®  Windows®  95  and  Windows  NT®.  Now 
imagine  all  your  Windows  applications  screanning 
silently  across  your  screen,  powered  by  an  extra  32MB  of  the 
world's  most  reliable  memory.  Memory  is  the  fuel  that  will  drive 
your  PC  to  a  whole  new  level  of  performance. 
And  now,  thanks  to  the  Microsoft /Kingston® 


promotion,  every  user  of  Microsoft  software 

for  most  eligible  to  purchase  32MB  of  most  Kingston 
desktop 

systems  desktop  memory  for  only  $199".  That's  a 
mega  dose  of  the  world's  leading  memory  for 
less  than  $200!  Suddenly,  you'll  experience 
a  dramatic  boost  in  performance.  And  recent 
studies  indicate  that  upgrading  RAM  improves  overall 
system  performance  by  up  to  63%."*"  You'll  feel  your  PC 
shifting  into  overdrive.  Open  as  many  applications  as  you 
want  and  run  them  simultaneously.  Handle  monster  files  and 
graphics.  Cruise  the  Internet  and  download  video  and  images 
with  reckless  abandon.  Think  of  it 
this  way:  You  will  never  find  a 
cheaper  way  to  experience  such  a 
quantum  leap  in  computing  power. 


Special  memory  offer  for 
Microsoft  customers 


To  make  the  whole  upgrade  pro- 
cess easier,  took  for  our  Hardware  www.microsoft.com/promo/kingston.htm 
Migration  Guide  on  our  Web  site  at  vAww.kingston.com/bw.htm. 
To  place  your  order,  call  your  preferred  reseller;  or  call  us 
toll-free  at  (888)  435-5451.  But  please  do  it  quickly.  Speed 
is  everything  these  days. 


Microsoft 
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APPLE:  WHAT  IS 
STEVE  JOBS  UP  TO? 


Apple's  founder  keeps 
denying  he  has  designs  on 
the  top  job.  Why  won't 
people  believe  him? 

On  the  wall  of  a  cubicle  in  Apple 
Computer  Inc.'s  Infinite  Loop  en- 
gineering campus  hangs  a  pictui'e 
of  Steven  P.  Jobs,  the  41-year-old 
high-tech  superetai'  and  legendaiy  Apple 
co-founder.  Above  the  photogi'aph  are 
the  words:  "I  was  here  when  Steve 
came  back."  In  the  adjoining  cubicle, 
the  same  picture  is  tacked  up  on  the 
wall  with  the  caption:  "He'll  be  here 
when  Gil  leaves." 

Welcome  to  the  latest  installment  of 
Silicon  Valley's  most-watched  soap 
opera.  Since  Dec.  20,  when  Jobs  sold 
NeXT  Software  Inc.  to  Apple  for  $430 
milUon  and  became  an  adviser  to  Apple 
CEO  Gilbert  F.  Ameho,  the  computer  in- 
dustry has  been  rife  with  talk  that  Jobs 
was  out  to  retake  the  company  he 
founded  20  yeai"s  ago.  Tliese  days,  eveiy 
doing  at  Apple  is  examined  for  the  Jobs 
factor — a  management  change  could  be 
a  power  play,  a  strategy'  shift  might  be 
proof  Jobs  is  remaking  the  company,  a 
new  product  direction  becomes  confb"- 
mation  that  the  good  old  days  of  "in- 
sanely great  products"  are  returning. 
NIXING  NEWTON.  The  reality?  Jobs  is  in- 
deed back,  putting  liis  imprint  on  every- 
thing from  executive  hiring  to  a  massive 
r-eor-ganization  now  in  the  wor-ks.  But, 
says  Jobs,  foi'get  once  and  for-  all  the  ru- 
mor's of  a  palace  coup.  His  heart  is  still 
with  the  company  he  started  in  his  par- 
ents' gar-age,  but  his  mind  is  on  other- 
things — such  as  ramning  his  computer 
animation  studio,  Pixar  Inc.  "People 
keep  trying  to  suck  me  in,"  says  Jobs. 
"They  want  me  to  be  some  kind  of 
Super-man.  But  I  have  no  desire  to  r-un 
Apple  Computer.  I  deny  it  at  ever-y 
turTi,  but  nobody  believes  me." 

Some  of  the  confusion  could  stem 
from  the  impact  Jobs  alr-eady  is  having 
in  just  11  weeks.  Wor-king  only  a  half- 
day  a  week  on  Apple,  he  has  per-suaded 
Amelio  to  overhaul  his  executive 


staff — now,  half  of  the  eight-member 
team  are  Jobs's  recommendations. 
Jobs's  finger-prints  are  all  over  Ame- 
lio's  restr-ucturing  plan  due  on  March 
14,  say  Apple  managers.  Jobs,  for  ex- 
ample, ur-ged  Amelio  to  shed  the  New- 
ton handheld  group  star-ted  by  for-mer 
CEO  John  Sculley,  who  bounced  Jobs 
fr-om  Apple  in  1985.  Now,  Amelio  is 
looking  to  sell  or  spin  off  the  unit.  Jobs 
also  is  pushing  a  plan  to  raise  licensing 
fees  to  cloner-s. 

Then  there's  resear-ch  and  develop- 
ment. As  Amelio  hunts  for-  $400  milHon 
in  expense  cuts,  he's  following  Jobs'  ad- 
vice by  tar-geting  Apple's  advanced  re- 
sear-ch gr-oup.  Jobs  ar-gued  har-d  for  cut- 
backs, saying  Apple  should  use  its  best 
br-ains  to  birild  snazzy  new  Mac  pr-oducts 
rather  than  futuristic  gee-whiz  tech- 
nologies. Apple  managers  say  Amelio 
is  now  considering  slashing  the  ad- 
vanced R&D  gr-oup,  which  spent  $30  mil- 
lion last  year,  by  mor-e  than  50%.  "The 
whole  focus  is  to  get  lean,  mean  teams 
doing  gr-eat  things  again,"  says  one  man- 
ager-. "That's  the  Steve  Jobs  influence, 
and  that's  good." 

Amelio  couldn't  agr-ee  mor-e.  When 
he  took  over  the  ceo  job  a  year-  ago,  the 
company  was  in  a  shambles.  Its  Mac- 
intosh computers  wer-e  no  longer  stand- 
outs after  the  arrival  of  Microsoft 
Corp.'s  Windows  95.  Sales  had  stalled, 
losses  were  mounting,  and  top  execu- 
tives were  fleeing  the  company.  Over 
the  past  year-,  Amelio  has  tried  revers- 
ing the  slide  by  pr-opping  up  the  balance 
sheet,  fixing  the  Mac's  embarr-assing 
quality  snafirs  and,  in  a  last  ditch  ef- 
for-t,  slashing  prices — but  no  luck.  In 
the  past  year-,  Apple's  mar-ket  shar-e  has 
plunged  "from  7.9%  to  5.2%-,  and  the 
company  has  racked  up  $936  miUion  in 
losses  over  the  last  five  quarter-s.  What's 
more,  the  loss  this  quar-ter  could  top 
$600  million  as  Apple  pays  for  NeXT  and 
the  upcoming  r-estrncturing. 

Now  Amelio  is  shedding  his  by-the- 
book  turnaround  tactics  to  tr-y  every- 
thing— including  Jobs.  He  says  their 
give-and-take  discussions  ar-e  a  partner- 
ship that  can  only  benefit  Apple.  And, 
more  often  than  not,  the  two  see  eye-to- 


CEO  AMELIO:  eye.   "That  does 

"This  time,  I'm  mean  all  the  id( 

going  to  use  the  are  Steve's,"  he  sa 

two-hy-four  In  early  Febi-U£ 

approach  "  for  example.  Jobs 


tlu'ough  a  detailed 
view  of  an  advertising  campaign  bact 
by  Amelio.  He  listened  intently,  th 
launched  into  a  speech  about  why  ; 
vertising  was  a  waste  of  money  giv 
the  bad  pr-ess  that  still  plagues  Apf 
Amelio  still  approved  the  media  ca 
paign.  "Gil  doesn't  take  all  of  Stev 
advice  or  all  of  anyone's  advice,"  sa 
Fr-ed  D.  Ander-son,  Apple's  chief  finan< 
officer-.  "With  all  due  r-espect,  we  ha 
some  seasoned  executives  her-e."  As  : 
Jobs's  popularity  at  Apple,  if  Amelio 
ruffled,  he  isn't  showing  it.  "If  the  pr-^ 
for  getting  Apple  healthy  is  involvi 
Steve . . .  I'm  0.  K.  with  that.  I'm  a  I 
boy,"  he  says. 

Besides,  Amelio  says  he's  all  for  gi 
ting  tougher  himself.  He  concedes 
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POSITION  FILLED: 
PART-TIME  ADVISER 
WITH  FULL-TIME 
INFLUENCE 

Signs  of  Steve  Jobs's 
clout  since  selling 
Next  to  Apple 

PERSONNEL  NeXT  vets 
take  over  top  spots  as  Gil 
Amelio's  recruits  are 
demoted.  All  told,  Jobs 
pushed  for  the  promotion  of 
four  managers  on  Amelio's 
new  eight-person 
executive  committee. 

RESTRUCTURING  Seeking 
$400  million  in  expense 
cuts,  Amelio  is  expected  to 
drastically  pare  back 
Apple's  central  R&D  lab- 
one  of  several  areas 
suggested  by  Jobs. 

PRODUCTS  Jobs  is  urging 
Apple  to  focus  on 
newfangled  network 
computers  that  exploit  the 
rise  of  the  Internet. 

MARKETING  Criticized  for 
Its  fuzzy,  feel-good  market- 
ing, Amelio  has  gone  on  the 
attack  with  tough-talking 
ads.  Inside  Apple,  Jobs's 
old  "insanely  great  prod- 
ucts" slogan  is  again  the 
mantra. 


ierestimated  the  JOBS:  "They 
llenge  of  reining  want  me  to  be... 
\.pple's  unruly  cul-  Stiperman.  But 
e.  "I  didn't  realize  /  have  no  desire 
but  people  would  to  run  Apple" 
en  to   me,  say 

e,  that  was  a  nice  speech,'  and  go 
what  they  wanted,"  says  AmeUo,  54, 
0  came  to  Apple  from  National  Semi- 
ductor  Corp.  "This  time,  I'm  going  to 
the  two-by-foui"  approach.  I'm  going 
put  this  place  through  the  most  gut- 
snching  change  it's  ever  had." 
Starting  with  Jobs.  So  far,  his  major 
3  has  been  as  Amelio's  unofficial  cast- 
director  Within  days  of  the  NexT 
[uisition,  Jobs  began  lobbying  for  the 
•notion  of  Chief  Operating  Officer 
irco  Landi  and  chief  technologist 
en  Hancock,  whom  he  repeatedly  re- 
red  to  as  a  "bozo,"  say  Apple  man- 
;rs.  Both  executives.  Jobs  says,  lack 
:"Sonal-computer  experience  and  the 
;repreneurial  zeal  that  made  Apple 


the  technology  leader  it  once  was.  On 
Feb.  4,  Jobs  got  his  way  when  Landi 
was  bumped  down  to  head  of  sales — 
he  resigned  two  weeks  later — and  Han- 
cock was  stripped  of  her  r&d  duties. 

Now,  half  of  Amelio's  management 
team  is  made  up  of  fresh  blood,  r&d 
will  be  shared  by  NexT  software  chief 
Avadis  Tevanian  Jr.  and  Jon  Rubinstein, 
a  hardware  engineer  who  worked  un- 
der Jobs  for  three  years  at  NeXT.  Jobs 
also  urged  Amelio  to  pi'omote  Guerrino 
De  Luca,  formerly  head  of  Apple's  Claiis 
Corp.  software  unit,  to  marketing  czar. 
And  he  pushed  for  the  rehii-ing  of  David 
S.  Manovich,  a  former  salesman,  as  Ap- 
ple's head  of  sales. 

One  of  Jobs's  most  powerful  tools 
may  be  E-mail.  He  rarely  makes  it  to 
senior  executive  meetings,  relying  in- 
stead on  occasional  appearances,  sever- 
al phone  conversations  with  Amelio  each 
week,  and  a  steady  stream  of  electronic 
missives.  Take  the  proposed  r&d  cuts. 


While  managers  in  that 
sector  have  argued  that 
great  companies  spend 
upwards  of  8%  of  R&D  on 
advanced  research.  Jobs 
isn't  buying  it.  He  says 
that  Apple  can't  afford 
that  luxury.  When  re- 
searchers agreed  to 
slightly  deeper  cuts,  Jobs 
shot  back:  "Why  do  we 
need  any  [advanced  re- 
search] at  all?"  Says  Ru- 
binstein: "One  thing  you 
can  always  be  sure  of  is 
that  Steve  will  have  opin- 
ions." But  Rubinstein  also 
is  quick  to  say  Amelio  is 
the  one  running  the  com- 
pany. "I'm  working  for 
Gil,"  he  says. 
"DYNAMIC."  So  far,  the 
two  seem  to  complement 
one  another  Apple  execu- 
tives say  Amelio,  smart- 
ing from  the  lost  gi-ound 
of  the  past  year,  was 
ready  to  make  big 
changes  even  before 
Jobs's  return.  But  with 
Jobs's  prodding,  he's  mov- 
ing quickly.  Case  in  point: 
Even  though  Jobs  has 
been  vocal  about  ch'opping 
products,  it's  Amelio  who 
is  taking  action.  At  a  re- 
cent staff  meeting,  Amelio 
had  managers  list  all  proj- 
ects in  order  of  priority. 
He  then  began  cutting 
from  the  bottom.  Two  ca- 
sualties that  day:  Open- 
Doc,  a  technology  devised  with  IBM 
Corp.  that  was  supposed  to  streamline 
the  way  softwai'e  is  developed,  and  com- 
puter servers  that  run  ibm's  aix  oper- 
ating software. 

Indeed,  far  from  the  presumed  plots 
and  palace  coups,  Jobs  and  Amelio  have 
forged  an  unUkely — and  possibly  potent 
— partnership.  "If  they  can  work  to- 
gether, it's  a  pretty  dynamic  duo,"  says 
Bob  Miles,  a  consultant  to  AmeHo. 

If  only  the  rumors  would  subside. 
Jobs  is  doing  what  he  can  to  squelch 
talk  that  he's  after  Amelio's  job.  He 
even  chastised  his  close  friend,  Oracle 
Corp.  Chairman  Larry  Ellison,  for 
telUng  the  press  he  would  banki'oll  Jobs 
in  a  takeover  bid  for  Apple.  "I  chewed 
him  out,"  says  Jobs.  "I  don't  know 
where  Lany  got  that." 

For  once,  there  may  be  less  melo- 
drama than  meets  the  eye  for  Apple 
soap-watchers. 

By  Peter  Burrows  in  San  Frayicisco 
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Personal  Business 


EDITED  BY  EDWARD  C.  BAIG 

BEWARE  THE 
TIES  THAT  BIND 


When  H.J.  Heinz 
wooed  Daniel 
O'Neill  away  from 
a  senior-level  job  at  Camp- 
bell Soup,  he  probably  should 
have  known  better.  O'Neill 
had  signed  an  agreement 
with  Campbell  that  prohibit- 
ed him  from   

working  for  a 
competitor 
fof  18  months  after  his  de- 
partiu-e,  and  Campbell  wasn't 
willing  to  let  him  go.  The  two 
companies  slugged  it  out  in 
court  and,  in  mid-February, 
reached  a  settlement  stating 
that  O'Neill  can't  work  at 
Heinz  for  another  seven 
months.  Once  he  finally  takes 
up  his  new  position,  O'Neill 
must  keep  a  daily  log  of  his 
business  meetings  for  11 
months  (which  are  to  be 
monitored  by  an  independent 
auditor)  to  assiu"e  no  transfer 
of  trade  secrets  or  confiden- 
tial information. 

Like  Campbell,  more  and 
more  companies  are  insisting 
upon — and  vigorously  enforc- 
ing— employment  agi'eements 
that  limit  your  future  career 
mobility.  A  few  years  ago, 
only  the  top  brass  had  to 
concern  themselves  with  such 
agreements.  Today,  more 
midlevel  executives  are  be- 
ing asked  to  sign,  too.  "If 
you're  valuable,  companies 
want  to  lock  you  in,"  says 
Alan  Sklover,  an  employment 
lawyer  in  Manhattan. 
SECURITY.  Unlike  the  old  em- 
ployment "contracts"  that 
tied  an  executive  to  a  compa- 
ny for  a  period  of  years, 
these  new  agi'eements  offer 
workers  a  different  kind  of 
security.  In  this  era  of  white- 
collar  layoffs,  most  employ- 
ees want  to  know  what  will 
happen  if  their  job  is  elimi- 
nated. How  much  severance 
pay  will  they  receive?  What 


about  health  insurance,  re- 
tirement benefits,  and  other 
compensation?  Employment 
agreements  will  generally 
provide  better-than-average 
severance  deals  (at  least  six 
months'  pay  for  a  company 
vice-president),  says  Alan 
  Johnson,  a 


EMPLOYMENT 


compensa- 
tion consul- 
tant in  New  York. 

In  return  for  accepting  em- 
ployment restrictions,  you  can 
negotiate  a  host  of  other  de- 
tails, says  Jack  Egan,  a  part- 
ner with  Curtis,  Mallet-Pro- 
vost, Colt  &  Mosle,  a  New 
York  law  finn.  Short  of  get- 
ting season  passes  to  the 
opera,  you  can  probably  win 
a  generous  sign-on  bonus, 
stock  options,  and  maybe 
even  have  your  new  employ- 
er kick  in  a  state-of-the-art 
home  office.  You  may  also 
wi"angle  an  employment  guai'- 
antee.  Some  agreements  still 
offei'  term  limits.  "If  you're 
hired  to  handle  a  turnaround 
situation,  you'll  want  some 
type  of  assurance  that  they 
don't  expect  you  to  do  it 
overnight,"  says  Claire  Stod- 
dard, vice-president  at  Drake 
Beam  Morin,  a  leading  out- 
placement fii"m. 

These  golden  handshakes 
don't  come  without  a  price, 
however.  With  all  the  perks, 
come  a  handful  of  restrictive 
covenants,  or  clauses,  that  ba- 
sically limit  your  ability  to 
work  elsewhere.  A  "nonsolic- 
itation" clause,  for  instance, 
typically  prohibits  you  ft-om 
stealing  the  company's  chents 
or  reciiiiting  your-  former  em- 
ployer's staff  for  a  year  or 
two.  Some  "payback"  clauses 
insist  that  you  not  take  an- 
other job  until  you  have  re- 
paid the  company  any  ex- 
penses incurred  in  your 
relocation  and  recruitment. 
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More 
companies 
are  insisting 

onjob 
accords  that 
limit  your 

career 
mobility-so 
negotiate 
carefully 


nother  less  common 
se  mandates  that  the 
pany  must  have  an  op- 
unity  to  match  any  offer 

you  get.  "If  your  em- 
er  matches  the  offer,  you 
t  remain,"  says  Sklover. 
it  could  make  it  very  dif- 
t  to  go  elsewhere." 
robably  the  most-read — 

in  some  cases,  misread — 
ion  these  days  is  the 
icompete"  clause,  which 
i  you  from  working  for  a 
ct  competitor  should  you 
e  yom-  current  post.  Gen- 
ly,  that  restriction  could 
I  for  six  months  to  two 
rs,  depending  upon  your 
iculai'  agi'eement.  Beyond 
;  time,  presumably  any 
•keting  and  sales  plan, 
luct  development  strate- 
or  client  list  that  you 
d  divulge  would  no  longer 
Df  much  use  to  any  com- 
tor  out  there, 
(on't  confuse  this  issue 
1  a  simple  confidentiality, 
nondisclosure,"  clause.  This 
mon  restriction  states  that 
)loyees  shouldn't  share 
idential  company  infomna- 
1  with  outsiders,  says 
m,  whose  law  firm  insists 
;  all  of  its  employees  ad- 
3  to  the  restriction.  "We 
't  want  our  staff  talking  in 
elevator  about  the 
is  we  handle,"  he 

Noncompetes,  on  the 
er  hand,  are  far 
'e  stringent  and 
Id  affect  your  ability 
and  a  new  job.  Gen- 
lly,  a  noncompete  is 
ctive  whether  youi- 

has  been  eliminat- 
you've  been  fii'ed,  or 

leave  voluntarily.  If 

have  been  issued  a 
k  slip,  comments 
3ver,  you  could  be  in 
ia\  bind,  especially  if 
r  job  search  is  limited  to 
:  a  few  potential  employ- 
,  There  are  several  gi-ay 
as,  of  course.  Often  you 

work  for  a  competitor  as 
y  as  you  are  responsible 

a  completely  different 
duct  hne. 

f  you  do  break  an  agi'ee- 
nt,  however,  your  former 
;s  can  not  only  sue  but 


may  also  be  able  to  get  an 
injunction  to  stop  you  fi'om 
working  until  the  case  is  re- 
solved. Although  laws  vary 
from  state  to  state,  most 
courts  will  enforce  noncom- 
petes— as  long  as  they're  rea- 
sonable. That  means  they 
must  limit  the  time  period 
and  territory  covered  to  a 
reasonable  duration  and  dis- 


tance. In  most  cases,  five 
years  is  too  long,  says  Milli- 
cent  Meroney,  an  employment 
law  attorney  with  Wilson, 
Sonsini,  Goodrich  &  Rosati  in 
Palo  Alto,  Calif.  But,  depend- 
ing on  the  natiu-e  of  the  busi- 
ness, your  contract  could  ex- 
tend quite  a  distance.  A 
software  developer,  for  in- 
stance, can  probably  restrict 


your  employment  in  all  50 
states. 

Just  because  the  company 
insists  that  you  sign  such  a 
clause  doesn't  mean  you're 
obligated  to  accept  all  of  its 
terms.  You  can  negotiate 
some  of  the  fine  points,  says 
Sklover.  First,  ask  that  the 
noncompete  be  applicable 
only  if  you  leave  your  job 
voluntarily.  If  you're  laid  off 
or  fired,  says  Sklover,  it 
doesn't  make  sense  to  pre- 
vent you  from  working  else- 
where. Second,  ask  for  a 
more  Umited  definition  of  the 
teiTn  "the  competition."  Some 
employers  will  specify  their 
competitors  by  name.  Finally, 
you  should  have  an  attoniey 
review  the  agi'eement. 

You're  most  likely  to  be  hit 
with  a  noncompete  before 
you  sign  up  with  a  new  em- 
ployer But  you  may  be  hand- 
ed one  at  your  present  com- 
pany if  you  have  recently 
been  promoted  to  a  new  po- 
sition, especially  if  you're  now 
privy  to  confidential  market- 
ing plans.  Even  if  you're  al- 
ready on  the  job,  you  should 
expect  some  "considera- 
tion"— either  a  salary  in- 
crease or  a  significant  promo- 
tion— in  exchange  for  signing 
such  a  clause. 


Noncompete  clauses  are 
genei'ally  found  within  an  em- 
ployment agreement.  But 
sometimes  they're  outlined 
separately  or  even  inserted 
into  a  stock  option  plan.  Un- 
der the  latter  arrangement, 
you  could  forfeit  some  of  the 
money  earned  exercising  yoiu- 
stock  options  should  you  vio- 
late your  noncompete.  Exec- 


utives at  John  Wiley  &  Sons, 
a  New  York-based  publishing 
house,  must  forfeit  the  gain 
received  on  exercising  options 
made  six  months  prior  to 
their  termination,  if  they 
leave  to  work  for  a  competi- 
tor. At  Texas  Instruments, 
executives  may  be  asked  to 
fork  over  gains  they  received 
during  the  previous  three 
years. 

PROTECTION.  Not  eveiy  com- 
pany will  necessaiily  stop  you 
from  heading  over  to  the 
competition — even  if  you've 
signed  a  noncompete  clause. 
"They're  not  always  en- 
forced," says  Johnson.  "Some 
companies  just  want  to  slow 
you  down  and  make  it  more 
difficult  for  you  to  leave." 
Other  companies  are  willing 
to  waive  the  noncompete  as 
long  as  you  comply  with 
some  restrictions.  Before 
David  Johnson  could  take 
over  his  cun-ent  post  as  ceo 
of  Campbell  Soup,  he  had  to 
wiggle  out  of  a  noncompete 
at  Gerber  Products.  The  com- 
pany obliged — once  Johnson 
promised  not  to  develop  baby 
soups  at  Campbell. 

Still  want  to  jump  ship? 
Ask  the  company  trying  to 
win  you  over  if  they  vrill  pro- 
tect you  should  your  fonrier 
employer  enforce  your 
noncompete,  says  John- 
son. Heinz,  for  instance, 
picked  up  O'Neill's  le- 
gal fees  and  is  paying 
him  a  salary  for  the 
next  seven  months  until 
he's  free  to  come  to 
work.  If  the  case  goes 
to  court  and  your  new 
company  won't  pick  up 
the  tab,  you  could  be 
unemployed  for  months 
on  end. 

The  biggest  mistake 
you  can  make,  how- 
ever, is  not  to  take 
these  covenants  seriously 
enough.  When  a  prospective 
employer  is  offering  you  a 
healthy  bonus  and  other 
perks,  you  might  be  tempt- 
ed to  sign  almost  anything, 
says  Sklover — especially  if 
you're  con^  inced  there's  no 
way  a  court  will  enforce  the 
restrictions.  But  you'd  better 
think  again.  Barbara  Hetzer 


Clauses  That  Fence  You  In 


CLAUSE 

NONCOMPETE 


NONSOLICITATION 


NONDISCLOSURE 


COMMENTS 

Bars  you  from  working  for  a  competitor  for  six  months  to 
two  years.  The  clause  is  valid  whether  you're  fired,  your  job 
is  eliminated,  or  you  leave  voluntarily. 

Prohibits  you  from  recruiting  key  clients  or  employees  away 
from  your  former  employer  for  a  year  or  two. 

A  common  clause  that  prohibits  you  from  divulging  trade 
secrets  or  other  proprietary  information  to  outsiders  during 
your  employment  at  a  company  or  after  you  leave. 
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Personal  Business 


SCHOOLGIRL  EMBROIDERY, 
GROWN-UP  PRICES 


In  the  100  years 
between  the  mid-18th 
and  mid-19th  cen- 
turies, many  well-to- 
do  (laughters  of  fanners,  mer- 
chants, and  ship  captains 


were  sent  off  to 
schools  to  learn 
fancy  needlework.  Months  lat- 
er, with  sti'ained  eyes  and 
jjricked  fingers,  these  girls, 
most  of  whom  were  in  their 
early  teens,  proudly  present- 
ed their  parents  with  a  sam- 
pler, a  patch  of  linen  about 
15-by-20-inches  painstakingly 
embroidered  in  50  or  more 


COLLECTIBLES 


1826  sampler  by  14-year-old 
Anna  Braddock  of  Bm-hngton 
County,  N.J.,  displaying  a 
schoolhouse,  children,  and  a 
bai-nyard,  brought  the  top 
price  of  $145,500,  three  times 
the  presale  estimate. 

At  those  lofty  prices, 
samplers  are 
snapped  up  by 
dealers,  museums,  and 
wealthy  collectors.  But  many 
fine-quality  works  fall  in  the 
$500  to  $5,000  range,  and 
have  been  appreciating  10% 
to  20%  annually  for  the  past 
five  years,  says  Finkel. 
Provenance  makes  a  sampler 
more  valuable,  and  many 


pier  time  in  America  when 
things  were  centered  on  the 
home."  Finkel's  Philadelphia 
gallery  (215  627-7797)  will 
host  a  six-day  exhibit  and 
sale  of  85  samplers  on  Apr 
11.  Prices  range  ft'om  $800  to 
$45,000. 

Most  samplers  were  pro- 
duced under  the  tutelage  of  a 
schoolmistress  and  can  be 
identified  by  region  or  even 
school.  Many  early  Rhode  Is- 
land samplers,  for  instance, 
have  elaborate  borders. 
Philadelphia  seamstresses  fa- 
vored flowers  and  foliage. 
Students  in  Hingham,  Mass., 
embroidered  dark  leaves 
highlighted  by  dots  of  light 
color. 

Signed  pieces  can  be  easy 
to  trace.  If  you're  unsiu'e  of  a 
sampler's  lineage,  the  Textile 
Conservation  Workshop  (914 
763-5805)  win  examine  a  sam- 


Sizing  Up  Samplers 


TITLE/PRICE 

AUTHOR/PUBLISHER 

COMMENTS 

COUNTRY  ANTIQUES 

Dana  Gehman 

General  antiques  price 

&  COLLECTIBLES 

Morykan  and 

guide  includes  several 

$19.95 

Harry  L.  Rinker/ 

pages  on  samplers. 

Wallace-Homestead 

GIRLHOOD 

Betty  Ring/ 

Two-volume  "bible"  is  the 

EMBROIDERY 

Knopf 

most  comprehensive  work 

$125 

on  sampler  history. 

SAMPLERS  & 

Mary  Jaenes 

Tells  the  story  behind 

SAMPLERMAKERS 

Edmonds/ 

80  unique  samplers. 

$40 

Rizzoli  International 

different  stitches.  A  sampler 
might  be  decorated  with  the 
alphabet,  numerals,  houses, 
birds,  or  even  a  pious  verse. 
The  maker's  name,  age,  and 
town  might  also  be  included. 
"They  were  fi'amed  and  hung 
above  the  mantel  as  the  fam- 
ily's most  exciting  posses- 
sion," says  Amy  Finkel  of  M. 
Finkel  &  Daughter,  a 
Philadelphia  antic|ue  needle- 
work dealer 

LOFTY.  Collectors  are  just  as 
excited  about  schoolgirl 
stitchery  these  days.  At 
Sotheby's  in  New  York  j-e- 
cently,  135  samplers  brought 
in  $1.8  million,  twice  the  pre- 
sale estimate.  An  exquisite 


cduie  vdth  a  tale.  John  Told, 
a  dealer  in  Midway,  Utah 
(801  785-5224),  sold  "an  1840 
sampler  complete  with  a 
verse,  alphabet,  houses,  and 
people,  for  $600.  New  Eng- 
lander  Eliza  Parkin,  11, 
stitched  the  piece  and  her 
family  prized  the  sampler  so 
much  that  they  tucked  it 
among  the  few  goods  they 
were  able  to  push  in  a  hand- 
cart all  the  way  to  Utah. 

Samplers  ai'e  hot  now  with 
Americana  collectors  because 
"they're  bi'ight,  colorful,  and 
beguilingly  childlike,"  says 
Nancy  Dmckman,  director  of 
Sotheby's  Folk  Art  depart- 
ment. "They  represent  a  sim- 
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pier  and  recommend  treat- 
ment for  $75.  (A  dealer  may 
not  let  you  do  this  before  a 
sale,  however.)  The  report 
may  include  information  on 
fibers,  dyes,  and  country  of 
origin  to  help  date  it.  The 
cost  to  clean  and  restore  a 
sampler  is  between  $300  and 
$800.  Period  framing  runs 
$250  to  $1,000. 

Samplers  went  out  of 
vogue  about  1850.  Rich  girls 
began  pursuing  academic 
studies,  and  women  who  did 
needlework  turned  to  quilts 
and  iTigs.  Gii'ls  in  other  coun- 
tries, particularly  England 
and  Gennany,  made  samplers 
as  well,  but  domestic  works 


are  the  ones  piized  by  An 
ican  collectors. 

The  most  valuable  s; 
piers  are  visually  appeal 
and  "go  to  the  heart,"  s 
Rose  Adams  of  Fairck 
Adams  (505  982-8700),  a  d 
er  in  Santa  Fe.  They  be 
elaborate  needlework 
tures,  not  just  bands  of 
phabets  and  numbers.  Ver 
such  as  "Viitue  is  the  R 
to  Happiness"  and  "Then 
us  all  prepare  to  die,  si 
death  is  near  and  sure.  1 
then  it  will  not  signiiy,  if 
are  rich  or  poor"  were  g 
erally  chosen  by 
schoolmistress,  not  the 
doing  the  stitchwork.  M. 
coUectore  prefei-  the  more 
beat  aphorisms. 
QUIRKS.  As  with  any 
lectible,  the  workmanship 
sampler  is  critical.  "Look 
the  back.  Neatness  coun 
"'•-'•^•••'••^  advises  Will 
Ormond,  a 
Lake  City 
tiles  curator, 
does  conditior 
sampler  shoul 
be  worn  or 
ed.  But  mista 
don't  alw 
make  it  1 
valuable.  "So: 
times  words 
misspelled, 
[the  m&V 
couldn't  get 
alphabet  or  v( 
all  on  one  lii 
says  Adams, 
alphabets  n 
be  finished  dc 
the  side  of  the  sampler  S 
quirks  may  add  to 
charm — and  value — of 
piece. 

Even  the  most  valua 
samplers  can  be  hung  o 
wall,  though  it's  a  good  i 
to  let  them  sit  in  dark,  ti 
perature-controlled  stor: 
rooms  for  six  months  oui 
the  year  They  should  also 
protected  behind  glass  t 
blocks  out  ultraviolet  lij 
Grease  and  smoke  will  i 
stain  samplers.  That  me 
that  today's  collectors,  un 
the  proud  parents  of  yesi 
year,  shouldn't  plan  to  disj 
their  samplers  above 
mantel.         Sandra  Dai 
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..jd  hits  par  a  speed  of  760  mph. 
hr  hits  ijou  at  a  speed  of  671.000.000  mph. 

ibo  DVD  mahes  ir  acruollij  feel  lihe  ir. 


^       Your  pulse  races.  Your  gut  quivers.  That  little  vein  in  your 
forehead  is  throbbing.  Senses — nneet  Toshiba  DVD, 

PLEASE,  NO  TALKING  DURING  THE  SHOW 

At  Toshiba,  we've  developed  the  technology  that  fits  up  to 
133  minutes  of  heart-pounding  video  and  audio, 
normally  reserved  for  the  finest  cineplexes, 

for  use  at  home  on  a  disc  the  size  of  a  CD, 

Picture  quality  that's  three  times  better  than 

VHS  and  audio  recorded  in  full  Dolby  Digital 

Surround  Sound*  on  six  discrete  channels. 

And,  our  models  can  even  play  your  favorite 

compact  discs,  5"  (same  as  CD)  ' 

NO  WAITING,  NO  FADING,  NO  RENOVATING 

Because  the  discs. are  read  by  laser,  there  is  never  any  need  to 
rewmd  a  DVD,  And,  there's  no  chance  of  your  favorite  DVD 
deteriorating  with  every  play  like  a  VHS  tape.  Finally,  you  won't 
have  to  build  an  addition  to  your  home  to  hold  your  DVDs,  The 
packages  are  as  streamlined  and  efficient  as  the 
discs  themselves. 

TALL,  SHORT,  OR  FRENCH— 
WE'RE  READY  FOR  ANYTHING 

Many  DVD  movies  will  come  with  some  of  the  most 
incredible  options  only  Hollywood  and  Toshiba  could  dream  of, 
including  the  ability  to  change  the  format  of  the  movie  to  fit 
any  television  you  play  it  through,  from  regular  size  to 
widescreen;  language  tracks  of  up  to  eight  different 
languages  ranging  from  English  to  French;  subtitles  in  up  to 
32  different  languages;  the  ability  to  view  the  same  scene  of 
a  movie  from  any  of  up  to  nine  remote-controlled  angles;  or 
multiple  endings  to  the  same  movie.  If  the  feature  is  on  the 
disc,  Toshiba  DVD  players  are  ready  for  it. 

YEAH,  SO? 

We  believe  your  senses  will  thank  you  for  this  complete  and 
total  assault.  As  soon  as  they're  out  of  traction. 


Toshiba  DVD 


yolseoseaDs 


In  Touch  with  Tomorrow 

TOSHIBA  m 

Consumer  Producw.  tnc.  82  Totowa  Road.Wtyne.  Nj  07470 

iittp://www.dvd.toshiba.com 


For  more  information,  call  1-800-346-6672. 
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Internet?^ 


Sun  Microsystems.  With  15  years  of  Internet  experience,  we  have  the  expertise 
-  not  to  mention  tlje  industry's  most  comprehensive  array  of  products  -  to 
'  ^  i       help  you  develop,  deploy,  and  manage  an  Internet 
solution  that  meets  your  business  objectives.  For  details,  visit  S^l/lftJ/ 


us  at  www.sun.com  THE  NETWORK  IS  THE  COMPUTER''*' 


hiicrosystems, 


Ol  W7  Mu>  Micr..sy.t|cni.s.  hii-  All.nRhls  nfcnxA.  Sim.  Sun  M*c(x>s]wic1ns,  flic  Siin  Logrt.  J.iva.  ihc  Jav.T Giflw  Ctip  I 
.irt- 1  riiili-niiirlis  or  n,'nii(li;ft.-d  1  r.Klcinfirk*  i>I  Siin  MicnjSysicms.,  Inl;.  in  I  he  Unilct!  MnlM  .incl  trtlier  cnuiiirtt-s. 


.1  The  Nci«»rk  L*;  llv 


usiness  Week  Index 


ODUCTION  INDEX 


Chdn^e  from  IdSt  week  -0, 1% 
Change  from  last  year.  8.i% 

PRODUCTION  INDEX 


Feb  June  Oct.  Feb. 

1996  1996  1996  1997 

rtie  index  is  a  4-week  moving  average 

production  index  fell  sligtitly  during  tfie  week  ended  Feb.  22.  But  before 
ulation  of  tlie  four-week  moving  average,  ttie  index  increased  to  136.7, 
1  135.5.  In  tfie  latest  week,  ttie  seasonally  adjusted  level  of  truck  output 

rail-fre;gtit  traffic  rebounded  strongly,  wfiile  auto  and  coal  production  also 
eased.  Electric  power  output  declined  sharply  as  unseasonably  warm 
ther  swept  across  parts  of  the  nation. 

roduction  index  copyngtil  1997  by  Tfie  r^flcGraw-Hill  Companies 


lADING  INDICATORS 


ICK  PRICES  (2/28)  S&P  500 

LATEST 
WEEK 

790.82 

WEEK 
AGO 

801.77 

YEARLY 
%  CHG 

22.5 

IPORATE  BOND  YIELD.  Aaa  (2/28) 

7.38% 

7.23% 

2.5 

DSTRIAL  MATERIALS  PRICES  (2/28) 

108.4 

108.2 

-1.0 

SINESS  FAILURES  (2/21) 

NA 

NA 

NA 

IL  ESTATE  LOANS  (2/19)  billions 

NA 

NA 

NA 

HEY  SUPPLY.  M2  (2/17)  billions 

$3,867.5  $3,862. Ir 

4.7 

riAL  CLAIMS.  UNEMPLOYMENT  (2/22)  tfious 

316 

305r 

-11.5 

rces:  standard  &  Poor's.  Moody's.  Journal  of  Commerce  (index:  1990=100),  Dun 
adstreet  (failures  of  large  companies).  Federal  Reserve,  Labor  Dept 

TEREST  RATES 

lERAL  FUNDS  (3/4) 

LATEST 
WEEK 

5.16% 

WEEK 
AGO 

5.28% 

YEAR 
AGO 

5.13% 

MMERCIAL  PAPER  (3/5)  3  month 

5.46 

5.39 

5.19 

JTIFICATES  OF  DEPOSIT  (3/5)  3  month 

5.43 

5.35 

5.17 

ED  MORTGAGE  (2/28)  30  year 

7.86 

7.74 

7.69 

JUSTABLE  MORTGAGE  (2/28)  one  year 

5.73 

5.65 

5.50 

ME  (2/25) 

8.25 

8.25 

8.25 

irces:   Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  (Markets 


PRODUCTION  INDICATORS 


STEEL  (3/1)  thous.  of  net  tons 

LATEST 
WEEK 

2,115 

WEEK 
AGO 

2,115# 

YEARLY 
%  CHG 

1.1 

AUTOS  (3/1)  units 

136,500 

134,271r# 

10.3 

TRUCKS  (3/1)  units 

140,649 

132,137r# 

10.9 

ELECTRIC  POWER  (3/1)  millions  of  kilowatt-hrs. 

61,225 

61,026# 

1.1 

CRUDE-OIL  REFINING  (3/1)  thous  of  bbl  /day 

13,391 

13,422# 

-2.9 

COAL  (2/22)  thous.  of  net  tons 

21,269# 

20,817 

1.4 

LUMBER  (2/22)  millions  of  ft. 

498. 8# 

513.6 

10.8 

RAIL  FREIGHT  (2/22)  billions  of  ton-miles 

27. 2# 

27.1 

1.9 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute.  Energy  Dept.,  WWPAi,  SFPA2,  Association  of 
American  Railroads 

PRICES 

GOLD  (3/5)  $/troy  oz. 

LATEST 
WEEK 

354.500 

WEEK 
AGO 

354.800 

YEARLY 
%  CHG 

-9.9 

STEEL  SCRAP  (2/28)  #1  heavy,  $/ton 

146.00 

145.50 

1.0 

COPPER  (2/28)  (?/lb. 

117.0 

115.4 

-2.5 

ALUMINUM  (2/28)  (E/ib 

79.3 

76.0 

6.7 

COTTON  (3/1)  strict  low  middling  1-1/16  m.,  (Z/lb 

71.38 

69.75 

-11.1 

OIL  (3/4)  $/bbl. 

20.28 

20.45 

3.8 

ORB  FOODSTUFFS  (3/4)  1967=100 

244.39 

241.98 

5.5 

CRB  RAW  INDUSTRIALS  (3/4)  1967=100 

344.31 

345.06 

4.4 

Sources:  London  Wednesday  final  setting,  Cfiicago  market.  Metals  Week,  lyiemptiis 
market,  NYlVlEX,  Commodity  Research  Bureau 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (3/5) 

LATEST 
WEEK 

121.43 

WEEK 
AGO 

122.61 

YEAR 
AGO 

105.32 

GERMAN  MARK  (3/5) 

1.71 

1.69 

1.48 

BRITISH  POUND  (3/5) 

1.61 

1.63 

1.53 

FRENCH  FRANC  (3/5) 

5.78 

5.71 

5.05 

ITALIAN  LIRA  (3/5) 

1703.8 

1681,5 

1557.1 

CANADIAN  DOLLAR  (3/5) 

1.37 

1.37 

1.37 

MEXICAN  PESO  (3/5) 

8.040 

7.782 

7.593 

TRADE-WEIGHTED  DOLLAR  INDEX  (3/5) 

104.8 

104.3 

96.48 

Sources:  IVIaior  New  York  banks.  Currencies  expressed  in  units  per  U.S  dollar, 
except  for  British  pound  in  dollars    Trade-weigtited  dollar  via  J  P  IVIorgan 


iw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
ipment.   UWestern  Wood  Products  Assn.       2=Southern  Forest  Products  Assn  3=Free  market  value       NA=Not  available       r=revised       Nlyl=Not  meaningful 


THE  WEEK  AHEAD 


BE  BOOK 

Inesday,  Mar.  12,  2  p.m. est  ^  The  Fed- 
Reserve  Board  will  release  its  report  on 
onal  economic  activity  as  seen  by  its 
rict  banks.  The  Beige  Book  is  prepared 
dvance  of  the  Fed's  upcoming  policy 
:ting  on  Mar.  25.  Now  that  Fed  Chair- 
1  Alan  Greenspan  has  publicly  wondered 
ther  worker  insecurity  is  beginning  to 

Fed  watchers  will  be  especially  inter- 
id  in  Beige  Book  reports  of  regional 
)r  shortages  and  wage  gains. 

rAiL  SALES 

Tsday.  Mar.  13,  8:30  a.m. est  Retail 
!S  probably  increased  by  a  healthy  0.5% 
"ebruary,  according  to  the  median  fore- 


cast of  economists  surveyed  by  MMS  Inter- 
national, one  of  The  Mc(3raw-Hill  Compa- 
nies. Excluding  autos,  sales  probably  also 
advanced  0.5%.  In  January,  sales  were  sur- 
prisingly strong:  Total  purchases  increased 
0.6%,  while  non-auto  buying  was  up  0.4%. 

BUSINESS  INVENTORIES 

Friday,  Mar.  14,  8:30  a.m. est^  Invento- 
ries held  by  manufacturers,  wholesalers, 
and  retailers  likely  rose  0.2%  in  January, 
says  the  MMS  report.  That  follows  a  0.1% 
decline  in  December. 

PRODUCER  PRICE  INDEX 

Friday,  Mar.  14,  8:30  a.m. est>-  Producer 
prices  for  finished  goods  probably  rose  just 


0.1%  in  February,  even  after  falling  food 
and  energy  prices  caused  a  0.3%  decline  in 
the  PPl  in  January.  Excluding  the  food  and 
fuel  sectors,  core  prices  likely  rose  0.1%  in 
February  after  no  change  in  January. 

INDUSTRIAL  PRODUCTION 

Friday,  Mar.  14,  9:15  a.m.ESTP-  Output  at 
the  nation's  factories,  mines,  and  utilities 
probably  edged  up  0.3%  in  February,  after 
no  change  in  January,  forecasts  the  MMS 
survey.  That's  suggested  by  the  increase  in 
production  reported  by  the  National  Associ- 
ation of  Purchasing  Management.  Capacity 
utilization  rates  for  all  industry  likely  aver- 
aged 83.4%  in  February,  up  slightly  from 
83.3%  in  January. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 


Sunday 

Who's  trading  with  Cuba- 
and  what's  the  latest  on 
Castro's  economic  game 
plan?  BW's  Gail  DeGeorge 
wrote  about  all  this  in  the 
current  issue,  and  she  leads 
the  discussion.  Mar.  9 
9  p.m.  EST  in  the  Globe 


1^  Monday 
Using  stolen  softwa 


-  r  1 


Using  stolen  software  could 
cost  you  plenty.  So  join 
Robert  M.  Kruger  of  the 
Business  Software  Alliance; 
an  expert  on  software  piracy. 
Mar.  10 

8  p.m.  EST  in  the 

BW  Enterprise  Chat  Room 

Thursday 

Two  students  from  the 
London  Business  School  talk 
about  what  it's  like  to  study 
for  your  MBA  there.  Mar.  13 
5  p.m.  EST  in  the 
BW  Online  Chat  Room 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  50  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ACE  Cash  Express  82 
Adidas  44 

Adobe  Systems  (ADBE)  34 
Altamira  Management  48 
Apple  Computer  (AAPL)  102, 
116 

Arbor  Trading  Group  31 
AT&T  (T)  44,  82, 9 
AudioNet  10 
Autodesk  (ADSK)  34 
Avant(AVNT)  106 

B 


Banana  Republic  (GPS)  82 
Banco  Santander  108 
Banister  Foundation 

(BAN)  110 
Beanstalk  Group  82 
BellSouth  (BLS)  77 
Ben  &  Jerry's  90 
Black  Rocket  90 
Bloomingdale's  82 
Boeing  (BA)  44 
Brown  (Alex  )  (AB)  6 
Burger  King  (GRM)  38 
Burlington  Northern  Santa  Fe 

(BNI)  32 
Burnett  (Leo)  38 


Campbell  Soup  (CPB)  120 
C-B  Partners  110 
Chase  Manhattan  (CMB)  77 
Children's  Orchard  82 
Chrysler  (C)  112 
CIGNA  (CI)  44,110 
Citicorp  (CGI)  82 
Citrix  Systems  (CTXS)  36 
CNA  Financial  (CNA)  44 
Columbia/HCA  Healthcare 
(COL)  28 

Columbia  Pictures  (SNE)  43 
Compaq  Computer  (CPQ)  20 
Computer  Associates  (CA)  34 
Comstock  Capital  Value 
Fund  106 

Comstock  Partners  106 
Comstock  Strategy  Fund  106 
ConradoPiha  52 
Conrail(CRR)  32 
Cook  &  Bieler  4 
CSX  (CSX)  32 
Curtis  Circulation  43 
Curtis  Mallet-Prevost  Colt  & 
Mosle  120 


Dial  Page  77 
Dove  Entertainment  43 
Dow  Chemical  (DOW)  44 
Drake  Beam  Mono  120 
DuPont(DD)  32 

E 


Eastman  Kodak  (EK)  102 


Epson  Amenca  82 
Equity  Residential  Property 
Trust  (EQR)  6 

Ericsson  (LM  )  (ERICNY)  102 
Ernesto  Che  Guevara 
Electronics  Components  50 
Ernst  &  Young  82,90 


Faircloth/Adams  122 
Fidelity  Investments  82 
Finkel  &  Daughter  122 
First  Honolulu  Securities  110 
Flag  Investors  Telephone 
Income  Fund  102 
Ford(F)  82,112 
Foster  Higgins  28 
Freeport-McMoRan  (FWIR)  48 
Furash  82 


Gala  Design  99 
Gap  (GPS)  82 
Genentech  (GNE)  47 
General  Mills  (GIS)  6 
General  Motors  (GM)  26, 82, 
112 

General  Nickel  48 

Giga  Information  Group  36 

Globo  108 

Gordon  Feinblatt  Rothman 
Hotfberger  &  Hollander  30 
GTE  (GTE)  47,  77 
Gucci  Group  (GUC)  82 

H 


Haagen-Dazs  90 
Healthsource  (HS)  110 
Heinz  (H.J.)  (HNZ)  120 
Hellman  &  Friedman  77 
Hemispherx  BioPharma 
(HEMX)  110 
Humana  (HUM)  110 


IBM  (IBM)  34,36,116 
Informix  (IFMX)  34 
Intel  (INTO  20 
Intuit  (INTU)  34 

J 


Johnson  Controls  (JCI)  112 
K 


Kennedy  Capital 
Management  110 
Kmart  (KM)  43, 82 
Kraft  Foods  (MO)  38 


Lear  (LEA)  112 

Lehman  Brothers  (LEH)  6,  77 

Levi  Strauss  77,  82 

Lewin  Group  28 

LFP  43 

Lindner  Bulwark  Fund 
(LDNBX)  106 


Loral  Space  & 

Communications  (LOR)  102 
Lucent  Technologies  (LU)  34 

M 


Macy(R.H.)  82 
Major  League  Baseball  44 
Management  Horizons  90 
Mathers  Fund  (MATRX)  106 
McDonald's  (MCD)  38 
McGraw-Hill  (MHP)  125 
MCI  Communications 
(MClC)  92 

Mernll  Lynch  (MER)  82, 108 
Micron  Electronics  (MVEI)  20 
Microsoft  (MSm  34,36.116 
MMS  International  (MHP)  125 
MobileMedia  (MBLM)  77 
Morgan  (J.P)  (JPM)  108 
Morgan  Stanley  (MS)  44, 106, 
108 

Morningstar  106 
Motorola  (MOT)  77,82,102 

N 


National  Semiconductor 

(NSM)  116 
NationsBank  (NB)  82 
NatWest  Secunties  (NW)  38 
NBA  Properties  82 
NBC  44 
NEC  (NIPNY)  20 
Neighborhood  Check 

Cashing  82 
NetSat  Services  108 
News  (NWS)  108 
New  York  Yankees  44 
NeXT  Software  116 
Nike  (NKE)  44 
Nokia  (NOK.A)  102 
Nordstram's  82 
Norfolk  Southem  (NSC)  32 
Northern  Trust  (NTRS)  102 


Office  Depot  (ODP)  44 
OfficeMax  (OMX)  44 
OFFITBANK  108 
Old  Navy  (GPS)  82 
Oracle  (ORCL)  34, 116 


Paging  Network  (PAGE)  77 
PaineWebber  (PWJ)  82 
Peintures  Renaudin  99 
Penney  (J.C.)  (JCP)  43, 82 
PepsiCo  (PEP)  77 
Pharmacia-Upjohn  110 
Philip  Morris  (MO)  38 
Phoenix  Pictures  43 
Piper  Jaffray  38 
Polyconomics  4 
Power  (J,D.)  82 
Price  Waterhouse  90 
Prudent  Bear  Fund  106 
Prudential  Insurance  110 


Reebok  International 
(RBK)  44 

Robertson  Stephens  36 
Robertson  Stephens  36 


Robertson  Stephens 

Contrarian  Fund 

(RSCOX)  106 
Roper  Starch  Worldwide 
Ryder  System  (R)  28 
Rydex  Ursa  Fund 

(RYURX)  106 


I 


Saatchi  &  Saatchi  82 
Saks  Fifth  Avenue  (SKS)  81 
Salomon  Brothers  (SB)  28 
Saturn  (GM)  82 
Sears  (S)  43 
Sensormatic  Electronics 
(SRM)  106 

Sequent  Computer  System: 

(SONT)  34 
Sherritt  International  48,  J 
Simon  DeBartolo  Group 

(SPG)  6 

Smith  Barney  77 
Somprasong  Land  10 
Sotheby's  (BID)  122 
Southern  Pacific  32 
Sprint  (FON)  92 
Standard  &  Poor's  (MHF 
Staples  (SPLS)  44 
Starbucks  (SBUX)  90 
Stryker  (STRY)  106 
Suchel  50 

T 


Tambrands  (TMB)  77 
Target  43 

Tele-Communications 

(TCOMA)  108 
TennecoaEN)  112 
Tetra  Technology  32 
Texas  Instruments  (TXN)  1 
Textile  Conservation 

Workshop  122 
Tiffany  aiF)  82 
Tnmac  110 
Tupperware  (PMI)  44 

U 


Unilever  50 
Union  Pacific  (UNP)  32 
United  Airiines  (UAL)  44 
United  Healthcare  (UNH) 
U.S.  Robotics  (USRX)  20 

V 


V.F  (VFC)  82 
W 


Wal-Mart  Stores  (WMT)  431 ! 
82, 9G 

Walt  Disney  (DIS)  38,82 
Washington  Post  (WPO)  7 
WEFA  Group  96 
Wells  Fargo  (WFC)  82 
Wellstord  Residential  Prope 

Trust  (WRP)  6 
Wendy's  38 
Wiley  (John)  (JWA)  120 
Wilson  Sonsini  Goodnch  & 

Rosati  120 
Wireless  Access  77 
Wyse  Technology  36 

X 


Xerox  (XRX)  28,96 


Business  Week  (ISSN  0007-7135)  published  weekly,  except  for  one  issue  in  January,  by  The  McGraw-Hill  Companies,  Inc.  Executive,  Editc 
Circulation,  and  Advertising  Offices:  1221  Avenue  of  the  Americas,  New  York.  N.Y.  10020,  U.S.  subscriber  rate  $49.95/year;  Canada.  ( 
$69/year.  Periodicals  piostage  paid  at  New  York,  N.Y.,  and  at  additional  mailing  offices.  Postage  paid  at  Montreal,  P  Q.  Canada  Post  Inlemati 
Publications  Mail  Product  Sales  Agreement  No.  246484.  PtetmaslEi:  Send  address  ctian^  to  BUSINESS  WEEK.  P.O.  Box  430,  Hightstcwn,  N  J.  08 


ivestment  Figures  of  the  Week 


%  change 


VP  500 

r.    Sept.    Mar.  Feb.  27-Mar.5 


810 
801.93 


1 -week  change 

-0.5% 


MMENTARY 

tional"  exuberance  after 
On  Mar.  5,  Fed  Chairman 
1  Greenspan  changed  his 
i,  saying  stocks  aren't  over- 
jed  as  long  as  corporate 
lings  meet  expectations.  He 
)  said  he  wouldn't  raise 
is  as  a  tool  to  deflate  the 
)-flying  market.  The  remarks 
ie  investors  exuberant,  and 
Dow  jumped  93  points,  the 
t  day  in  three  weeks.  The 
d  market  applauded  as 
,  but  interest  rates  are  still 
highest  they've  been  since 
I  January.  That  will  make 
3ugh  to  break  the  old  high 
'067.5. 


^ERESt  RATES 


lEASURY  BOND  INDEX 

r.    Sept.    Mar.  Feb.  27-Mar.  5 


 1460 


week  change 
.3% 


1-week  change 

-0.6% 


U.S.  MARKETS 

Latest 

Week 

Year 

Dow  Jones  Industrials 

6945.9 

-0.5 

23.1 

NASDAQ  Combined  Composite 

1329.1 

-0.9 

21.2 

S&P  MidCap  400 

265.4 

-0.4 

15.6 

oocr  ollldlllia|J  DUU 

146.2 

0.2 

16.2 

S&P  SuperComposite  1500 

171.8 

-0.4 

21.3 

%  change 

SECTORS 

Latest 

Week 

Year 

DIUUIIIUCI  g  IIIIUI  IllallUII  ngc 

243.9 

-1.4 

20.4 

S&P  Financials 

93.9 

-0.3 

36.9 

S&P  Utilities 

197.5 

0.5 

-0.3 

P^F  Tprhnnlntrv 

262.7 

-0.9 

25.9 

%  change 

FOREIGN  MARKETS 

Latest 

Week 

Year 

London  (FT-SE  100) 

4360.1 

0.7 

15.4 

Frankfurt  (DAX) 

3365.0 

3.9 

35.7 

Tokyo  (NIKKEI  225) 

18,273.5 

-3.8 

-9.5 

Hong  Kong  (Hang  Seng) 

13,410.8 

-1.0 

17.1 

Toronto  (TSE  300) 

6203.1 

0.0 

24.2 

Mexico  City  (IPC) 

3762.5 

-3.3 

31.7 

Week 

Year 

FUNDAMENTALS 

Latest 

ago 

ago 

BEST-PERFORMING 
GROUPS 


Last 
month  % 


Last  12 
months  % 


S&P  500  Dividend  Yield  1.85% 

S&P  500  P/E  Ratio  (Last  1 2  mos.)  2 1 .0 

S&P  500  P/E  Ratio  (Next  1 2  mos.)*  1 6.6 
First  Call  Earnings  Revision* 

TECHNICAL  INDICATORS  Latest 


1 .79  % 

21.2 

17.2 


-1.69%  -0.71% 


Week 
ago 


2.14% 
19.0 

NA 

NA 

Reading 


S&P  500  200-day  average  708.7  705.5  Positive 

Stocks  above  200-day  average       70.0%    72.0%  Neutral 

Options:  Put/call  ratio                0.63       0.59  Neutral 

Insiders:  Vickers  Sell/buy  ratio       1.85       1.79  Positive 

Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 


Savings  &  Loans  1 9.8 

HMOs  16.5 

Genl.  Merchandise  Chains  14.7 

Specialty  Appar.  Retailers  12.5 

Leisure  Time  11.1 

WORST-PERFORMING  Last 


Shoes 

Semiconductors 
Oil  &  Gas  Drilling 
Savings  &  Loans 
Invest.  Banking/Brkrge. 


95.8 
89.2 
78.6 
61.6 
51.6 


GROUPS 


month  % 


Last  12 
months  % 


Engineering  &  Constr.     -10.1   Machine  Tools  -24.3 

Communications  Equip.     -9.3  Broadcasting  -20.4 

Oil  Exploration  &  Prod.     -8.5  Trucking  -15.7 

Domestic  Oil  -5.0  Restaurants  -14.9 

Machine  Tools  -4A  Gold  Mining  -14.3 

BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

l-month 
change 

IBM 

144'/8 

-3^/8 

General  Electric 

101^8 

-1^/8 

Motorola 

57  Vs 

-7V8 

Exxon 

100 

-2'/8 

MCI  Communications 

35  V2 

Bell  Atlantic 

67^8 

-^8 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

l-month 
change 

Microsoft 

99 '/8 

^4 

Oracle 

39  V2 

1/8 

Amgen 

615/8 

3'/8 

WorldCom 

25  Vs 

V4 

Dell  Computer 

73  Vis 

10 '5/1 6 

Staples 

22  Ve 

2V2 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

4.96 

4.95 

4.90 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds 

90-DAY  TREASURY  BILLS 

5.19 

5.22 

5.02 

assuming  a  31%  federal  tax  rate. 

10-yr.  bond 

30-yr.  bond 

B-MONTH  BANK  CDS 

5.01 

5.01 

4.65 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.68 

5.64 

5.07 

GENERAL  OBLIGATIONS 

4.87% 

4.84% 

5.47% 

5.44% 

10-YEAR  TREASURY  NOTES 

6.57 

6.56 

5.96 

PERCENT  OF  TREASURIES 

74.13 

74.17 

80.14 

80.32 

30-YEAR  TREASURY  BONDS 

6.83 

6.80 

6.39 

TAXABLE  EQUIVALENT 

7.06 

7.01 

7.93 

7.88 

LONG-TERM  AA  INDUSTRIALS 

7.30 

7.28 

6.96 

INSURED  REVENUE  BONDS 

4.97 

4.91 

5.69 

5.63 

LONG-TERM  BBB  INDUSTRIALS  7.64 

7.61 

7.34 

PERCENT  OF  TREASURIES 

75.68 

75.24 

83.37 

83.13 

LONG-TERM  AA  TELEPHONES 

7.52 

7.48 

7.33 

TAXABLE  EQUIVALENT 

7.20 

7.12 

8.25 

8.16 

TUAL FUNDS 


EQUITY  FUNDS 
Leaders 

Four-week  total  return 


Lexington  Troika  Russia 
Lexington  Strat.  Invmnts. 
EV  Trad.  Greater  India 
United  Svcs.  Gold  Shares 
Pioneer  India  A 

Leaders 

52-week  total  return 


Laggards 
%   Four-week  total  return  % 


17.3  Calvert  Strat.  Growth  C  -14.2 

12.0  PBHG  Emerging  Growth  -12.6 

11.8  Steadman  Technology  Gr.  -12.2 

10.9  Van  Wagoner  Emerging  Gr.  -11.7 
10.8  Dominion  Insight  Grovrth  -11.5 

Laggards 

%  52-week  total  return  % 


Morningstar,  Inc. 


Vontobel  Eastern  Europ.  Eq.  69.9  Steadman  Technology  Gr  ^1 .0 

State  St.  Res.  Glob.  Res.  A  59.5  United  Svcs.  Gold  Shares  -32.4 

Interactive  Inv  Tech  Value  58.4  UFA  lapanese  Small  Co.  -32.4 

Morgan  Stan.  Inst.  Lat.  Am.  A  51.0  Fidelity  Japan  Small  Co.  -30.6 

Morgan  Stan.  Latin  Am.  A  49.9  Matthews  Korea  -29.7 


EQUITY  FUND  CATEGORIES 
Leaders 

Four-week  total  return  % 


Laggards 

Four-week  total  return  % 


Precious  Metals 
Latin  America 
Financial 

Diversified  Emerging  Markets 
Europe 

Leaders 

52-week  total  return 


8.6  Small-cap  Growth 

4.4  Technology 

3.1  Mid-cap  Growth 

2.2  Natural  Resources 

1.5  Communications 


% 


Laggards 

52-week  total  return 


Financial 
Real  Estate 
Latin  America 
Natural  Resources 
Europe 


33.2  Japan 

33.1  Precious  Metals 

32.4  Diversified  Pacific 

21.6  Communications 

21.3  Pacific  ex-)apan 


-6.0 
-5.1 
-3.3 
-3.2 
-2.7 

% 


-15.8 
-6.7 
-0.5 
4.5 
4.8 


a  are  as  of  market  close  Wednesday.  Mar,  5,  1997,  unless  otfierwise  indicated.  Industry 
include  S&P  500  companies  only.  Fundamentals,  technical  indicators.  Bloomberg  mon- 


ey flow  analysis,  and  mutual  fund  returns  are  as  of  Mar,  4,  For  a  more  detailed  explanation,  write 
to  us  or  E-mail  figures@bu5ines5week,com  NA=Not  available  **Vanguard  Index  500  Fund 
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Editorials 


DONORGATE  AND  CORPORATE  AMERICA 


Is  the  price  for  becoming  a  lead  underwriter  of  political 
campaigns  in  America  getting  too  steep  for  the  business 
community?  Does  Corporate  America  really  want  to  finance 
an  increasingly  coirupt  political  process  held  in  growing  con- 
tempt by  the  public?  These  are  questions  entrepreneurs  and 
CEOS  of  public  coi-porations  should  be  asking  themselves  as 
the  campaign  fund-raising  scandal  bums  through  Washington. 

Start  with  the  money.  Driven  by  an  ever-gi'owing  hunger 
for  campaign  dollars  for  TV,  politicians  who  were  once  grate- 
ful for  coiporate  cash  are  now  demanding,  even  threatening. 
It's  more  like  a  shakedown  than  a  request.  Vice-President  Al 
Gore  cold-calls  prospective  donors  from  the  White  House  in  a 
no-nonsense  request  for  funds.  Who  dares  say  no?  gop  party 
leaders  lambaste  business  political  action  committees  for  giv- 
ing too  much  to  Democrats,  even  though  two-thirds  of  1996 
PAC  contributions  went  to  Republican  candidates.  Give  us 
100%,  they  demand.  Or  else? 

The  sums  are  staggering.  Contributions  just  to  Republican 
party  committees,  including  national  as  well  as  those  over- 
seeing House  and  Senate  races,  came  to  $548.7  million  last 
year.  Democratic  party  committees  raised  $332.3  milhon.  The 
entire  cost  for  electing  a  President,  a  Vice-President,  and  476 
members  of  the  Senate  and  House  came  to  $2.1  biUion.  This 
is  a  gargantuan  amount  of  money — and  business  was  asked  to 
foot  much  of  the  bill.  The  business  community  contributed 
92%  of  the  $264  million  raised  by  the  Republican  and  Demo- 
cratic national  committees,  according  to  the  Center  For  Re- 
sponsive Politics.  By  some  estimates,  business  pacs,  individ- 
ual corporations,  and  businesspeople  may  well  have 
contributed  more  than  $1  billion  in  this  one  campaign  season. 

Some  in  Corporate  America  argue  that  this  is  money  well 
spent.  There  ai"e  now  two  political  parties  in  control  m  Wash- 
ington, and  business  must  spend  defensively  to  protect  itself 
against  legislation  and  regulations  that  could  harm  it.  It  is  en- 
tirely proper  for  the  business  community  to  engage  in  the  po- 
litical process.  But  can  publicly  traded  corporations  possibly 
justify  such  huge  campaign  contributions?  Are  they  really 


buying  access  or  just  being  played  for  chumps  by  politicia 
promising  what  they  cannot  dehver? 

It  may  only  be  a  matter  of  time  before  the  public  begins 
tar  businesspeople  who  finance  campaigns  vdth  the  sai 
biTJsh  it  now  reserves  for  politicians.  Contempt  for  politi 
leaders  has  never  been  greater.  To  date,  only  Asian  compan 
and  execs  have  drawn  public  opprobrium  for  what  appear 
be  illegal  Presidential  campaign  contributions.  But  the  i 
seemly  nature  of  many  legal  contributions,  including  those 
House  and  Senate  races,  vrill  draw  attacks  as  well  once  th 
are  made  known.  At  that  point  any  number  of  companies  m 
draw  criticism. 

The  greater  danger  is  that  in  financing  a  corrupt  politii 
system,  ceos  and  politicians  could  begin  to  corrupt  t 
economy  as  well.  Contracts,  not  contacts,  still  define  the  w 
most  business  is  done  in  America,  but  that  could  change.  1 
much  business  in  big  cities  used  to  revolve  around  politii 
ties,  not  the  best  price  or  product.  This  kind  of  corrupt! 
could  happen  again  at  the  national  level  where,  say,  a  co! 
pany's  competitive  advantage  could  be  lost  by  a  simj 
change  in  regs  in  favor  of  a  rival  that  makes  a  large  cai 
paign  donation  to  the  right  pol.  Or  a  politician,  unhappy  wi 
one  company's  contributions,  could  mete  out  punishme 
by  changing  tax  and  regulatory  policies.  What,  after  £ 
constitutes  "corporate  welfare"?  These  threats  are  alrea 
being  made  sotto  voce.  High-tech  research,  Export-Impi 
Bank  loans,  and  other  "subsidies"  for  companies  not  willi 
to  pay  to  play  are  on  the  short  Ust  of  items  to  be  cut  in  t 
near  future. 

A  transparent,  inile-govemed,  competitive  economy  plays 
the  strengths  of  American  culture.  Replacing  it  with  guan 
capitalism  or  Tammany  Hall-style  politics  would  undermi 
America's  competitive  edge  and  damage  growth.  This  is 
way  to  run  a  nation,  much  less  lead  the  world,  and  t 
American  pubhc  knows  it.  Chief  executives  and  entrepi 
neurs  should  get  behind  campaign-finance  reform  before 
taints  them  as  much  as  the  politicians  they  are  underwriter 


TAKING  THE  POLITICS  OUT  OF  TRADE  MISSIONS 


Two  cheers  for  Commerce  Secretary  William  M.  Daley, 
who  is  depoliticizing  the  process  of  inviting  CEOs  on 
government-sponsoi'ed  trade  missions  abroad.  Made  a  top 
priority  by  the  late  Ronald  H.  Brown,  they  have  rung  up  bil- 
hons  of  dollars  in  U.  S.  exports,  from  telecommunications 
gear  to  aii'craft  parts  to  constmction  services.  But  too  many 
of  the  CEOs  invited  to  join  Brown  wound  up  becoming  large 
Democratic  donors.  So  Daley  has  decreed  that  selection  of  in- 
dustiy  reps  for  the  most  sought-after  trips  will  be  done  by  ca- 
reer Commerce  employees  in  an  open,  competitive  process. 
From  now  on,  all  the  criteria  for  becoming  a  candidate  for 


a  trip  will  be  published  in  the  Federal  Register  and  put 
the  Internet.  Smaller  businesses  or  those  without  Washingt 
contacts  that  were  left  out  of  the  mysterious  selection  proce 
in  the  past  will  have  all  the  information  they  need. 

In  announcing  the  changes,  Daley  noted  that  foreign  rivi 
have  remained  active.  German  Chancellor  Helmut  Kohl  ji 
took  German  business  execs  to  Asia.  Prime  Minister  Je 
Chretien  led  a  gi'oup  of  Canadian  business  officials  to  Inc 
and  signed  some  $2.5  bilUon  in  contracts.  In  an  era  of  glot 
capitahsm,  the  U.  S.  needs  a  "commercial  diplomacy,"  but 
needs  a  nonpartisan  one  open  to  every  quaUfied  company. 
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Your  House.  Your  Competitor's. 

How  Come? 

You  may  not  care  very  much  about  acreage, 
square  footage,  or  a  driveway  that  doubles  the 
length  of  your  commute. 

On  the  other  hand,  if  you  have  the  sense  that 
your  company  isn't  as  profitable  as  it  could  be, 
maybe  it's  time  to  do  something  about  it. 

At  Ernst &Young,  we  can  help  maximize  the  prof- 
itability of  virtually  every  facet  of  your  business. 


Is  your  tax  strategy  optimal?  Should  you  consider 
outsourcing?  Can  you  get  your  products  to  market 
faster?  How  do  your  health-care  costs  compare  with 
industry  benchmarks?  Is  your  information  technolo- 
gy ready  for  the  year  2000?  Would  a  strategic  acqui- 
sition make  sense  for  you?  How  much  rent  should 
you  pay  in  Kuala  Lumpur? 

We  address  these  kinds  of  issues  for  our  clients 
every  day.  And  it  sometimes  takes  only  a  single 
idea  to  make  a  multimillion-dollar  difference  in 
corporate  profits. 

So  if  you'd  like  to  discuss  anything  related  to  your 
business,  we  hope  you'll  call. 

Because  even  if  you're  perfectly  happy  with  your 
house,  you  may  still  want  to  give  some  thought  to 
an  expansion. 

Of  your  bottom  line. 

There  IsN^T  A  Business  We  Can^t  Improve  ^ 

sU  Ernst  &YOUNG 
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Up  Front 


EDITED  BY  LARRY  LIGHT 
BILL'S  BUNCH 

HERMAN'S  BAGGAGE 
GROWS  HEAVIER 

THE  NOMINATION  OF  ALEXIS 

Herman  as  Labor  Secretary, 
due  for  a  Mar.  18  Senate 
hearing,  is  hit- 
ting even  heavier 
weather  and  may 
be  delayed.  Some 
senator.s  want  to 
scrutinize  two 
overseas  trade 
missions  for 
women  business 
owners  that  Her- 
man led  in  1995 
and  1996  for  the 
late  Commerce 
Secretary  Ron- 
ald Brown.  One  TOUR  GUIDE 
ex-Commerce  of- 
ficial  says  it  was  "definitely 
strange"  to  tap  Herman,  a 
White  House  aide,  to  lead  the 
trips — but  felt  her  close  tie  to 
Brown  was  the  reason. 

The  senators  are  particu- 
larly interested  in  one  plane 
guest  on  a  trip  to  Mexico: 
Caryliss  Weaver,  vice-presi- 
dent of  Alignment  Strategies, 


a  Potomac  (Md.)  consulting 
film  that  bought  Hennan's  di- 
versity consultancy,  A.  M. 
Herman  &  Associates,  two 
years  earlier  for  between 
$50,000  and  $100,000.  Weaver 
and  her  sister,  Vanessa,  Align- 
ment's owner  and  president, 
gave  $50,000  to 
the  Democratic 
National  Commit- 
tee in  November. 
Neither  sister 
would  comment. 
A  White  House 
spokesman  says 
although  Herman 
suggested  Align- 
ment be  invited, 
"it's  ridiculous  to 
assert  that  was 
some  kind  of  pay- 
off for  buying  her 
business." 
Also  under  scmtiny:  meet- 
ings her  White  House  office 
hosted  for  policymakers,  on 
government  time,  with 
women's  groups  and  other 
special  interests.  Senators 
suspect  the  events  were  re- 
ally political — and  thus  ille- 
gal. Clintonites  say  they 
weren't.  Paula  Dwyer 


to  Mexico 


CASINO  SOCIETY 


MARVIN  DAVIS,  PIT  BOSS  

ing  the  local  economy.  The 
crowded  casino,  the  lone  one 
in  the  Milwaukee  area,  is  at 
least  120  miles  away  from 
other  tribal  casinos.  The 
financier  would  lend  the 
Potawatomis  $75  million 
to  enlarge  the  place  in 
rctui'n  for  25%  of  its 
net  revenue  (that's 
ter  operating  cost>i. 
Last  year,  the  house 
made  $()2  million.  Davis  ^ 
is  movmg  gingerly  into 
gambhng,  which  suffers 
ft-om  overcapacity.  He  has 
permits  to  enter  the  Atlantic 
City  and  Las  Vegas  markets, 
yet  hasn't.  Now,  he  is  seeking 
a  riverboat  gaming  license  in 
Boonville,  Mo.    Carij  Spivak 


BILLIONAIRE 

Marvin  Davis 
wants  to  get 
into  the  gam- 
bling biz  by 
expanding  a 
small  Indian 
casino  in  down- 
town Milwaukee,  increasing 
the  200  permitted  slot 
machines  tenfold.  But  he's 
running  into  heavy  opposi- 
tion from  local  officials;  May- 
or John  Norcjuist  says  gam- 
bling "sucks  money  out  of 
poor  people."  Governor  Tom- 
my Thompson,  who  will  rule 
on  the  Davis  plan,  is  mum. 

The  Potawatomi  tribe  says 
that  his  plan  would  quadni- 
ple  the  casino's  450  jobs,  heli> 


TALKSHOWUTherellbe  an  argument  over  what  will  be 
legal  and  what  will  be  illegal." — Senator  Aden  Specter  (R-Pa.), 
on  why  the  scope  of  campaign-finance  heatings  should  be  expanded, 
wh  ich  it  was 


RANK  AND  FILE 


THESE  ARE  YOUR  CAPTAINS  SPEAKING 


FIRST,  THERE  WERE  PILOTS 

Defending  the  Profession,  a 
hard-line  group  of  American 
Airlines  pilots  that  helped 
defeat  a  tentative  contract  in 
January.  Now,  a  counterin- 
surgency  of  sorts,  dubbed 
Voice  of  Reason  (VOR),  is 
pressing  its  own  campaign, 
with  hopes  of  avoiding  a 
crippling  strike  Apr.  17. 

VOR  is  asking  the  compa- 
ny's 9,300  pilots  to  sign  a  pe- 
tition calling  for  a  rank-and- 
file  vote  on  the  compromise 
recommendations  of  a  Presi- 
dential Emergency  Board — 
even  if,  as  expected,  the  Al- 
hed  Pilots  Assn.'s  leadership 
balks  at  the  deal.  The  board, 
due  to  issue  its  report  by 
Mar  17,  was  formed  by  Pres- 
ident Clinton  on  Feb.  15, 
halting  a  brief  pilots'  strike 
for  at  least  60  days.  Manage- 
ment is  likely  to  back  the 
board's  proposals,  and  the 
VOR  thinks  the  union's  rank- 
and-file  would,  too.  The  two 
sides  have  agi-eed  to  mediate 
the  dispute,  with  the  panel's 
assistance. 

Union  leaders  say  they 


have  no  plans  to  poll  mer 
bers.  Detractors  fear  tl 
vor's  efforts  will  underci 
the  union's  position.  But  tl 
new  group,  says  pilot  Ca 
men  Villani,  an  organizer, 
working  within  the  union 


AMERICAN  PILOTS:  A  scliisr 


help  "the  leadership  know  e> 
actly  where  the  membershi 
stands."  On  one  key  issue 
the  group  believes  mos 
members  will  accept  lettin 
lower-paid,  non-APA  pilots  fl! 
commuter  jets,  with  some  rt 
strictions.       Wendy  Zellne 


THE  LIST  FAME  AND  FORTUNE 


Rocker  David  Bowie  has  floated  a 
$55  million,  10-year  bond  issue 
at  7.9%,  backed  by  music  royal- 
ties. So  Dorsey  & 
Whitney,  a  Min- 
neapolis law 
firm  specializ- 
ing in  asset- 
backed  securi- 
ties, commis- 
sioned a  poll 
on  which  cele- 
brity would  be 
the  best  invest- 
ment. Their  query 
listed  relatively  young 
names,  with  decades 
of  earning  power  ahead.  In 
deeming  Oprah  Winfrey  No.  1,  the 
public  shows  it  doesn't  expect  to 
tire  of  the  talk-show  queen. 


WHICH  ONE 

CELEBRITY 

WOULD  YOU 

INVEST  IN? 

OPRAH  WINFREY 

27% 

STEVEN  SPIELBERG 

19 

TIGER  WOODS 

15 

MICHAEL  JORDAN 

14 

TOM  CRUISE 

8 

ROSIE  O'DONNELL 

5 

JERRY  SEINFELD 

4 

MADONNA 

2 

National  survey  of  1,000  Americans. 

Remaining  6%  didn't  know  or 

declined  to  answer. 

DATA  DORSEY  t,  WHITNEY  LLP 
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transistor.  Bell  Labs  '47 


CHIP  off  the  old  block. 

(couldn't  resist) 


56  Kbps  modem  chip  set.  Bell  Labs'97 


vented  transistor  fifty  years  ago.  Made  modern  electronics  possible  (TVs,  radios,  computers, 
11  phones,  foot  massagers,  etc.).  New  Bell  Labs  innovation;  56  Kbps  modem  chip  set  from  our 
icroelectronics  Group.  Can  make  Internet  access  twice 
fast  over  regular  phone  lines.  (Think  jet-powered 
rfmg  on  Net.)  Seven  of  top  ten  modem  makers 
ready  use  our  chips.  (Expect  other  three  to  call 
ly  moment.)  To  learn  more,  check  our  Web  site. 


Lucent  Technologies 

Bell  Labs  Innovations 

('00  Muumam  Av,-auf 
^"p.//mvw.;uceni.com 


i-»«8-4-Lucent 

We  make  the  things  that  make  communications  work'." 


7  Lucent  Technologie 


Up  Front 


AFTERLIVES 


CONFESSIONS  OF  A  HOROSCOPE  HONCHO 


JENRETTE:  Aries  author 

RICHARD  JENRETTE,  WHO 
saved  Equitable  Life  from 
collapse,  is  about  to  reveal 
the  secrets  of  his  success,  in- 
cluding the  use  of  astrology. 
After  retiring  as  the  insur- 
er's chairman  last  year,  he 
wrote  a  book,  Jenrette:  The 
Contrarian  Manager.  It's  due 
out  in  July  from  The  Mc- 
Graw-Hill Companies  (pub- 
Hsher  of  business  week),  on 
whose  board  he  sits. 

Jem-ette,  67,  also  a  founder 
of  securities  firm  Donaldson 


Lufkin  &  Jenrette,  tells  how 
unconventional  tliinldng  avert- 
ed Equitable's  demise.  Jen- 
rette in  the  early  1990s  took 
the  giant  mutual  insui-er  pub- 
lic so  it  could  raise  needed 
capital.  Although  smallei-  in- 
surers had  made  such  a  sliift, 
the  regulatory  hurdles  were 
daunting  for  a  company  Equi- 
table's size.  "Many  doubted  it 
could  happen,"  says  Jem-ette. 

Other  unorthodox  ap- 
proaches Jenrette  took  were 
using  the  zodiac  and  hand- 
writing analysis  "to  better 
understand  people."  An  Aries 
(decisive,  candid),  he  noted 
with  alarm  when  he  came  to 
Equitable  in  the  late  1980s 
that  its  board  and  upper 
management  were  dominat- 
ed by  Virgos,  who  would 
rather  bicker  than  pull  to- 
gether. Later,  through  attri- 
tion, the  upper  echelons 
became  more  diverse,  astro- 
logically  speaking.  He  cau- 
tions that  astrology  is  only  a 
guide  and  has  its  limits. 
"Take  all  this  with  a  gi-ain  of 
salt,"  wi'ites  Jenrette.  □ 


SPORTS  BiZ 

AN  EMPTY  CUP 
FOR  BUDWEiSER? 

THE    FRENCH    SELL  BEER, 

wine,  and  even  hard  liquor  in 
their  supermarkets  and  don't 


FRANCE:  No  booze  bdlboardti 


have  a  rigidly  enforced  drink- 
ing age.  But  Anheuser-Busch 
has  managed  to  find  itself 
embroiled  in  a  bitter  battle 
with  the  Fi'ench  government 
over  Budweiser  ads.  The 


world's  No.  1  brewer,  an  offi- 
cial sponsor  of  the  1998 
World  Cup,  wants  its  logo 
splashed  over  stadiums  in 
host  country  France  and  vis- 
ible during  broadcasts  reach- 
ing millions  of  soccer  fans. 
But  French  law  is  touchy 
about  mixing  sport  and 
suds.  Almost  all  beer 
sales  are  banned  at 
French  soccer  matches  to 
avoid  fueling  hoohganism, 
and  the  government  has 
stopped  the  televising  of 
sports  events  in  stadiums 
with  liquor  advertising. 
So  St.  Louis-based  An- 
heuser-Busch is  lobbying 
the  European  Commis- 
sion in  Bnissels.  Some  EC  of- 
ficials say  the  P^rench  are 
baning  free  competition.  The 
dispute  could  end  up  before 
the  European  Court  of 
Justice.     William  Echikson 


DRAWN  &  QUARTERED 


CULTURAL  DIVIDE 

WHY  JOHNNY  CAN'T 
BE  BOTHERED 

COMPARED  WITH  CHILDREN 
overseas,  American  kids  save 
less  money  but  are  more 
eager  to  get  rich,  min'oring 
their  parents.  According  to  a 
new  survey,  U.  S. 
youngsters'  savings 
rate  is  about  one- 
third  that  of  Japa- 
nese children,  foi'  in- 
stance. But  80%  of 
young  Americans 
daydream  about  get- 
ting rich,  vs.  64%  in 
Japan.  American 
kids  daydream  less 
about  being  smart 
than  about  being 
wealthy  or  good-looking.  The 
survey  was  of  2,400  children 
aged"?  to  12  in  the  U.S., 
Japan,  France,  Germany, 
Britain,  and  China,  done  by 


U.S.:  Dream  on 


Just  Kid  Inc.,  a  Stamfoi 

(Conn.)  marketing  firm. 

Why  the  differences?  Coi 
menting  on  the  study,  Ya 
University  psychologist  Jt 
ome  Singer  cites  daydream  i 
fluences.  U.  S.  youngste 
watch  more  adult  TV  sho\ 
because  there  has  been  le 
childi-en's  progTamining  in  i 
cent  years.  The 
suit,  says  Singer, 
they  see  more  a( 
about  looking  wi 
some  and  wealthy. 

Plus,  says  Miha 
Csikszentmihalyi, 
LIniversity  of  Chic 
go  psychologis 
American  kids  dor 
necessarily  equa 
schooling  with  ge 
ting  ahead.  Especij 
ly  since  the  more  fluid  U. 
culture  has  produced  su( 
role  models  as  "Bill  Gates, 
college  dropout  who  has  mac 
billions."        Susan  Jacksc 


THE  BIG  PICTURE 


HOW  MUCH  FOR  THAT  DOM  PERIGNOK? 

Price  increases  in  luxury  goods 
and  services  have  outpaced  overall 
inflation  in  the  perky  mid-1990s 
economy.  But  luxury  inflation  is 
slowing  lately  because 
of  the  strong  dollar. 
Many  high-style  items,  ^ 
such  as  Teuscher 
chocolates  and 
Rolex  watches, 
are  imported. 


PERCENT  CHANGE 
m  THE  CPI 


92  '93  '94  '95  '96  '97 
A  PERCENT  EST 

DATA  MOET  S  CHANDOr 
CHAMPAGNE 
MERRILL  LYNCH 
&C0^ 


FOOTNOTES  Of  1,005  adults  polled,  portion  who  say  they  smoke  cigarettes:  1997,  26%;  1990,  26' 
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When  America's  railroad  worlcers 


made  a  commitment  to  support  the  war  effort,  CNA  made  a  commitment 


to  America's  railroad  workers 


In  1917,  CNA  offered 41, 000  employees  of  the  Union  Pacific  Railroad,  one  of  the  first  insurance  policies  to  cover  accidents  and 


disabilities,  occurring  at  work  or  away.  ^^^^  ^^^^ 

ACen\ury  of  Commitment 


Anything  worth  accomplishing,  always  involves  some  degree  of  risk.  That's  why  CNA  is  committed  to  helping  you  manage  your  risks,  what- 
ever direction  you're  headed.  From  personal  to  professional,  mega  to  minute.  From  the  family  automobile  to  the  nation's  rail  industry,  you 
need  the  financial  strength  of  a  company  with  over  60  billion  dollars  in  assets  and  a  century  of  experience,  http://www.cna.com 

CNA 

For  All  the  Commitments  You  Make"^ 
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Editor's  Memo 


THE  NEW  CORPORATE  ELITE 


Over  our  long  68-year  history, 
BUSINESS  WEEK  has  learned 
to  blend  the  best  traditions 
of  journalism  with  an  innovative  edge 
that  encourages  us  to  rethink  contin- 
ually the  way  we  do  things.  This 
week's  Cover  Story  is  an  example. 

Since  1986,  we  have  ^^^^ 
offered  y(3U  the  business 
WEEK  1000,  an  annual 
ranking  of  corporate  per- 
formance based  on  stock 
market  value.  While  we 
preferred  that  approach 
over  a  simphstic  focus  on 
sales,  we  decided  to  see 
if  we  could  devise  a  bet- 
ter yai'dstick. 

After  much  thought, 
we  decided  to  use  the 
companies  in  the  widely 
followed  Standard  & 
Poor's  500-stock  index 
as  our  database.  Like 

BUSINESS  WEEK,  S&P  is 

owned  by  The  McGraw- 
Hill  Companies.  We  set- 
tled on  a  ranking  system 
that  rewai'ds  growth — and 
selected  eight  variables 
that  best  measure  it.  Om- 
new  rankings  focus  on  the 
rate  of  growth  of  sales, 
profits,  and  return  to 
shareholders,  and  they 
factor  in  profit  margins 
and  return  on  equity.  To 
rewarxl  consistency,  we  looked  at  both 
one-year  and  three-yeai"  results.  And 
because  it's  a  lot  easier  for  small  com- 
panies to  score  big  percentage  gains, 
we  adjusted  slightly  foi-  sales  volume. 

The  result,  we  hope  you  will  agi'ee, 
is  a  fascinating  and  informative  list. 
At  the  top  are  the  business  week 
50,  those  premier  companies  that 
score  the  highest  in  every  category. 
Think  of  them  as  the  Coiporate  Elite, 
the  creme  de  la  creme.  But  we  also 
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grade  the  entii-e  s&P  500-stock  uni- 
verse— and  then  break  that  group 
down  by  industry,  so  you  can  see 
how  the  companies  you're  curious 
about  perform  relative  to  their  near- 
est kin. 

Some  results  are  not  surprising: 
HI  is>i  K  instance,  infonnation- 

technology  companies  oc- 
cupy half  of  the  top  10 
slots.  But  how  many  of 
you — be  honest  now — 
have  ever  heard  of  An- 
drew Corp.? 

You'll  learn  more  about 
these  little-known  gems 
and  how  you  can  use  our 
list  for  investment  pur- 
poses in  our  group  of  re- 
lated stones. 

Many  people  con- 
tributed to  the  package. 
Special  thanks  go  to 
Fred  Jespersen  and 
s&P  Compustat's  Kevin 
Kelly,  who  helped  develop 
the  methodology  and 
crunched  endless  num- 
bers; Jane  Sasseen  and 
Maiy  Kimtz,  who  overeaw 
the  lists  and  the  stories 
that  accompany  them; 
Richard  Balestrino  and 
Francesca  Messina,  who 
gave  the  tables  and  relat- 
ed stories  theii-  handsome 
looks;  and  Jeanne  Dugan, 
who  viTote  the  Cover  Story  with  the 
help  of  oui'  extensive  bm-eau  system. 

Take  a  look  and  see  what  you 
think.  We  would  love  to  get  your  re- 
action, either  online  or  through  snail 
mail.  Oui-  goal,  as  always,  is  to  serve 
you,  the  reader. 


Editor-in-CMef 
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WE'RE  READY  TO  ROLL 

It's  easier  to  stay  on  the  path  to  fitness,  once  you  get  rolling.  And  Bayer  can  help. 
Our  advanced  materials  have  helped  revolutionize  sporting  equipment.  So  we're 
making  it  more  fun  than  ever  to  get  in  shape  and  stay  healthy.  Bayer  has  developed 
engineering  plastics  that  help  make  in-line  skate  shells  stronger,  inner  padding 

WHEN  YOU  ARE. 

more  comfortable  and  wheels  longer  lasting.  And  our  materials  are  hard  at  play  in  a 
variety  of  other  sporting  equipment— from  water  skis  and  golf  balls  to  running  shoes 
and  the  spandex  fibers  of  your  sportswear.  At  Bayer,  we  believe  innovation  is  a  healthy 
thing.  And  when  it  comes  to  finding  ways  to  make  your  life  better,  we're  on  a  roll. 


DVD  technology.  The  possibilities  ore  endless. 
And  that's  just  the  beginning. 


Panasonic  DVD  technology  is  the  resource  of  the  future  that  will  start 
improving  life,  today.  And  we've  only  begun  to  explore  all  its  possibilities. 

At  first  glance,  DVD  might  appear  to  be  a  cutting-edge  entertainment 
technology  -  bringing  movies  and  interactive  educational  programs  home  in 
a  way  never  before  possible.  But  take  a  glimpse  into  the  future  and  what 
you'll  see  is  that  DVD  is  much  more.  It  will  be  a  business  partner  that  puts 
millions  of  facts  at  your  fingertips.  A  legal  assistant  that  can  search  through 
hundreds  of  law  books  in  seconds.  Or  a  teaching  tool  that  can  give  students 
individualized  remedial  lessons.  DVD  discs  are  the  size  and  shape  of 
CD-ROMs,  but  far  more  powerful.  'With  a  massive  capacity  of  up  to  17  giga- 
bytes and  a  data  transfer  rate  of  nearly  10  megabits  per  second,  DVD  players, 
DVD  ROM  and  DVD  RAM  will  be  the  essential  tools  of  the  information  age. 

And  Panasonic,  through  its  parent  company,  Matsushita  Electric,  has 
created  technologies  that  give  DVD  its  power.  The  most  powerful  DVD 
disc  will  be  dual-sided  and  dual-layered.  This  technique  takes  the  original 
DVD  concept,  with  an  already  impressive  4.7  gigabytes,  and  potentially 
expands  it  to  17.  All  this  is  possible  thanks  to  the  ultra-precise  UV  disc 
bonding  technology  and  dual-focus  Holographic  lens  created  by  Matsushita. 

Panasonic  has  been  involved  with  DVD  technology  every  step  of  the 
way.  Even  before  it  was  called  DVD.  Today,  Panasonic  has  U.S.  facilities  to 
help  businesses  with  digital  video  and  audio  compression,  DVD  program 
authoring,  mastering,  even  disc  manufacturing.  So,  no  one  is  better  prepared 
to  help  companies  enter  the  DVD  age. 

DVD  technology  will  change  the  movie,  music,  publishing,  and  computer 
industries,  simultaneously.  It  will  help  business,  research  and  education  solve 
complex  problems.  Or  simply  let  people  enjoy  feature  films  with  extraordinaiy 
CD-quality  sound,  a  choice  of  8  different  language  sound  tracks  and  32 
subtitles.  The  possibilities  are  endless.  And  that's  just  the  beginning. 


Panasonic 

Matsushita  Electric 


Readers  Report 


RALLYING  ROUND 

REDSTONE  

I  clidn't  recognize  the  Smruier  M.  Red- 
stone you  wrote  about  in  "Sumner's  Last 
Stand"  (Cover  Stoiy,  Mar.  3).  One  line 
sounded  right:  "AVith  his  tirelessness,  his 
passionate  enthusiasm,  and  his  laser-beam 
intellect,  Redstone  has  long  been  Via- 
com Inc.'s  gi'eatest  asset."  Unfortunately, 
the  rest  of  the  stoiy  was  a  mean-spirited 
and  muddled  profile  of  Viacom  and  the 
man  whose  singular  and  bold  vision  cre- 
ated one  of  the  leading  international  me- 


BusinessWeek 


dia  companies  and  began  the  wave  of 
consolidations  that  have  transfomied  the 
media  industiy. 

Contrary  to  business  week's  conclu- 
sion, Viacom's  foundation  is  solid,  and 
Sumner's  strategy  is  fully  understood 
and  aggressively  pursued  throughout 
the  organization.  My  advice:  Stick  to 
the  facts,  and  leave  the  creative  script- 
wTiting  to  others. 

Aaron  Spelling 
Chairman  and  CEO 
Spelling  Television  Inc. 

Los  Angeles 

Editor's  vote:  Spelling  Television  is  a 
subsidiary  of  Spelling  Entertainment 
Group,  78%  of  which  is  owned  by 
Viacom. 


FINDING  US  ONLINE 


The  full  text  of  Business  Week,  tfie  Business  Week 
Daily  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at: 


www.businessweek.com 

and  on  America  Online  at  Keyword;  BW. 
To  sign  up  for  BW  on  AOL.  call  (800)  641-4848 
and  mention  Business  Week. 

Affai^n 

Shopping  for  computer  equipment'  Visit  Maven.  our 
online  Coniputer  Buying  Guide,  for  continuously 
updatei'  ratings  and  price  information. 
Go  to  Keyv.ard:  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at; 
www. maven. businessweek. com 
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As  a  member  of  Viacom's  board,  I 
was  shocked  by  business  week's  super- 
ficial analysis  of  Viacom  and  the  unfah" 
portrayal  of  its  chairman  and  ceo.  Sum- 
ner Redstone's  leadership  quahties — his 
outstanding  intellect,  his  driving  passion, 
and,  above  all,  his  vision — are  well 
known  and  need  no  defense  fi'om  me. 

No  company  in  the  media  industry 
has  been  more  active  than  Viacom  in 
shaping  itself  to  capitalize  on  the  bur- 
geoning entertainment  and  publishing 
markets.  Indeed,  as  you  point  out,  other 
companies  are  engaged  in  a  "fi-antic  bid 
to  focus" — but  Viacom  is  al- 
ready there.  In  the  last  12 
months  alone,  Viacom  has 
spun  off  its  cable  systems, 
announced  plans  to  sell  its 
radio  stations  for  more  than 
$1  bilhon,  and  signed  long- 
teiTn  output  deals  in  Eiu'ope 
for  its  television  progi-am- 
ming  and  cable  networks. 

In  addition,  the  company 
has  launched  cable  and 
satellite-TV  networks  in  the 
U.  S.  and  abroad,  entered  the  broadcast- 
network  business  with  upn,  reenergized 
Paramount  Pictures,  outperformed  the 
publisliing  industiy  at  Simon  &  Schuster, 
and  refocused  Spelling  Entertainment 
on  its  core  television  progi'amming  busi- 
ness. As  for  Blockbuster,  Viacom  has 
taken  bold  steps  to  strengthen  its  core 
video  business  for  the  future. 

I  cannot  emphasize  enough  my  dis- 
may at  the  way  you  maligned  a  man 
whom  I  have  known  in  many  capaci- 
ties— including  his  role  as  a  teacher  at 
Boston  University  Law  School  during 
the  period  when  I  was  dean.  In  orga- 
nizing and  developing  a  pathfinding 
coiu-se  in  entertainment  law,  he  displayed 
his  exceptional  talent  for  creative  vi- 
sion— a  trait  he  has  consistently  drawn 
upon  in  his  Herculean  development  of 
Viacom's  strategic  plan  for  the  future. 

William  Schwartz 
New  York 

THE  ETHANOL  PROGRAM 
ISN'T  CORPORATE  WELFARE 

By  including  the  ethanol  tax  incentive 
on  its  corporate-welfare  hit  list  ("The 
end  of  corporate  welfare  as  we  know 
it?"  News:  Analysis  &  Commentaiy,  Feb. 
10),  business  week  is  spreaduig  untinths 
about  the  federal  ethanol  progi*am. 

The  ethanol  tax  incentive  is  not  an 
appropriate  example  of  corporate  wel- 
fare. First  of  all,  the  ethanol  tax  incen- 
tive is  not  claimed  by  major  ethanol- 
producing  companies.  Rather,  it  is 
claimed  by  thousands  of  gasoline  mar- 


CORRECTIONS  &  CLARIFICATIONS 

On  Apr.  1,  Frederick  Raid  will  become  the 
first  American  to  head  Lufthansa,  not  the 
first  American  to  head  a  non-U. S.  airline 
("Rivals  are  buzzing  all  around  Lufthansa," 
International  Business,  Mar.  3). 

The  correct  phone  number  for  Starfish  Soft- 
ware, the  maker  of  Sidekick  97,  is  408  461- 
5800  ("Still  more  sophisticated,"  Technology 
&  You,  Mar.  10). 

Bethlehem  Steel  Corp.  is  not  ceding  its  rail 
business  to  minimills,  as  was  erroneously 
reported  in  the  Industry  Outlook  issue 
("Metals,"  Jan.  13). 


keters — by  corner  gas  stations,  not  b 
corporate  execs. 

The  reduced  tax  collected  because  c 
the  partial  excise  tax  incentive  fo 
ethanol  blends  amounts  to  less  than  $50 
mUMon  annually,  not  .$845  million  as  quoi 
ed  in  the  article.  Moreover,  a  recer 
study  found  that  the  increased  faiTn  ir 
come  and  tax  revenues  attributable  t 
ethanol  production  offset  the  "cost"  c 
the  ethanol  tax  incentive,  and  actual! 
result  in  a  net  savings  to  the  feden 
government  of  more  than  $500  millio: 
annually.  { 

The  ethanol  program  saves  taxpayer 
money.  It  also  assures  competition  in  ftw 
markets,  stimulates  economic  gi'owth  i 
nu-al  America,  reduces  oiu'  dependeno 
on  imported  oil,  and  saves  the  govern 
ment  money.  That's  not  corporate  wel 
fare,  that's  a  sound  investment  in  Amer 
ica's  futiu-e. 

Eric  Vaug 
Preside 
Renewable  Fuels  Ass 
Washingt 
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THAT'S  NOT  SUMNER 

"I  didn't  recognize 
the  Sumner  Redstone 
you  wrote  about . . . 
Stick  to  the  facts, 
and  leave  creative 
scriptwriting  to 
others" 


:>dge  Intrepid  Sport's  3.5  liter 
-valve,  single  overhead  cam 
6  is,  with  only  slight 
edifications,  the  same 
gine  that  powers  the 
len-wheeled  Pro  Series 
rs  at  the  famed  Skip 
irber  Racing  School. 
Intrepid  Sport  sports  a 
ur-wheel  independent 
■spension,  16  "  wheels  and 
w  profile  tires,  too,  for  athletic 
indling  and  a  smooth, 
mifortable  ride.  There 's 
>en  the  AutoSticlf  ' 


It's  true, 
the  engine 
does  tend 
to  race 


transmission  that 
shifts  like  a 
manual,  to  really 
make  you  feel 
like  you  're  on  a  fast  track. 
But  because  this  is  cm 
Intrepid,  you  ccm  also  get 
the  benefit  of  4 -wheel 
cmti-lock  disc  brakes,  and 
cab-forward  roominess 
that  no  race  car  can 
compete  with. 
For  still  more  infonnation, 
call  1 -800-4-A-DODGE  or 
visit  our  Web  site  at 
http://\\ 'VI  'n '.  4adodge.  com 


Intrepid  mU  The  New  Dodge 


ways  wear  your  seat  belt. 


Has  tKe  worlJ  tecoi 


;  interestins?  Or  Kave  you? 


T 

JLhe  world,  of  course, 
wasnt  new  then.  You  just 
looked  at  it  that  way.  And 
sometimes  all  it  takes  to 
bring  the  fascination  back 
is  a  small,  unexpected  jolt 
of  delight. 

The  kind  you're  likely  to  experience  when 
you  step  into  a  Hyatt  hotel  or  resort. 

It  might  be  the  rich  fragrance  of  lemon  ginger 
prawns,  prepared  by  a  chef  who  picks  her  own 
ingredients  from  a  garden  on  our  grounds.  Or  the 
extraordinary  sight  of  a  magnificently  beaded 
Thai  wedding  jacket  in  our  lobby.  Or  a 
rooftop  view  of  the  stars  that  reawakens 
the  sense  of  wonder  you  thought  perhaps 
you'd  lost. 

Each  time  you  stay  with  the 


people  of  Hyatt,  you'll  find  a  place  that 
opens  your  eyes.  And  your  mind.  Which 
tends  to  make  busitu^ss  meetings  far 
more  productive.  And  could  even  make 
your  whole  trip  more  interesting. 

Or  maybe  it's  just  you. 

For  reservations,  contact  your  travel  plannei 
or  call  Hyatt  at  1-800-233-1234. 


H  Y AT  T 


ELS  &  RESO 


Feel  the  Hyatt  Touch"  


Books 


THE  COMING  CONFLICT  WITH  CHINA 

By  Richard  Bernstein  and  Ross  H.  Munro 
Knopf  •  245pp.  $23 


IS  CHINA 

THE  NEW  EVIL  EMPIRE? 


You  could  say  that  China's  propa- 
,nanda  machine  had  it  coming.  At 
Communist  Party  conferences,  in 
mihtaiy  publications,  and  through  Peo- 
ple's Daily  editorials,  the  Chinese  have, 
over  the  past  five  years,  built  up  the 
U.  S.  as  a  rising  hegemonic  i)ower  out  to 
"contain"  China's  economic  and  political 
emergence.  The  theme  has  hit  popular 
Chinese  culture  in  the  form  of  such  hot- 
seUing  books  as  Behind  the  Demoniza- 
tion  of  China,  which  claims  the  U.S. 
media  are  conspiring  with  Washington 
to  weaken  China. 

Now,  there's  a  return  salvo  fi"om  the 
West:  The  Coming  Conflict  with  Chi- 
na. Drawing  from  statements  by  Chi- 
nese leaders  and  media,  Richard  Bern- 
stein and  Ross  H.  Munro,  former  China 
correspondents  for  Ti>)w  and  Toronto's 
Globe  a)(d  Mail,  respectively,  ai'gue  that 
China,  not  paranoid  Americans,  is 
putting  the  two  powers  on  course  for  a 
military  collision.  China's  goal,  say  the 
authors,  is  "to  become  the  paramount 
power  in  Asia  and  to  supplant  the  Unit- 
ed States  in  that  role." 

Buy  that,  and  the  I'est  of  the  argu- 
ment for  regarding  China  as  a  threat — 
an  idea  roundly  dismissed  by  many — 
falls  into  place.  China's  gi'owing  foreign 
reserves,  ballooning  trade  surplus  with 
the  U.  S.,  drive  to  pry  technology  ft'om 
multinationals,  and  acquisition  of  modern 
weapons  are  part  of  its  scheme  to  be- 
come the  region's  unchallenged  super- 
power, Bernstein  and  Munro  believe. 
But  what  of  its  top  leadei's'  repeated 
assurances  that  China  "will  never  seek 
hegemony"?  That's  just  an  age-old  Chi- 
nese tactic  for  disarming  a  foe.  Why 
has  Beijing  so  enthusiastically  feted 
U.  S.  CEOS  and  awarded  them 
megadeals?  It's  a  ploy  to  get  Corporate 
America  to  neutralize  U.  S.  opposition  to 
China's  political  repression  and  at  the 
same  time  secure  advanced  technology. 

There  is  much  in  this  book  that  will 
trouble  people  who  have  spent  time  on 


the  mainland.  Written  in  a  sometimes 
jingoistic  tone,  it  often  comes  across  as 
an  anti-China  screed.  It  does  little  to 
place  the  military  buildup  and  industri- 
al strategies  in  the  context  of  such  prob- 
lems as  vast  and  growing  unemploy- 
ment, uneven  distribution  of  wealth,  and 
the  dilapidated  state  of  industiy.  And  si- 
nologists already  are  picking  apart  the 
authoi's'  calculation  that  China's  1996 
military  spending  was  up  to  10  times 
the  official  $8.7  billion. 

Even  if  Beijing's  elderly  hardliners 
do  harbor  aggi'essive  intentions,  more- 
over, one  must  wonder 
whether  they  can  realize 
their  aims.  Beijing  bureau- 
crats may  indeed  dream  of 
becoming  global  powers  in 
autos,  electi'onics,  aircraft, 
and  telecom  equipment.  But 
step  inside  any  Chinese  fac- 
tory not  run  by  a  multina- 
tional, and  it's  hard  to  envi- 
sion China  becoming  home 
to  the  next  Toyota  or  Fu- 
jitsu anytime  soon.  And 
there's  no  reason  to  assimie 
that,  by  the  time  China's  military  and 
industry  reach  world  standards,  the 
leaders  then  in  power  will  share  the 
same  goals  as  today's  gerontocracy. 

Still,  it  would  be  wrong  to  dismiss 
The  Co»)i)ig  Conflict  as  mere  China- 
bashing.  Mum"o  and  Bernstein  didn't  set 
out  to  wi-ite  a  survey  of  modem  China 
but  to  deliver  a  wake-up  call  to  PoUyan- 
na-ish  policymakers  and  executives.  Nor 
is  the  book's  central  point  farfetched: 
that  China's  "goal  is  to  dominate  Asia, 
not  by  invading  neighboring  nations" 
but  by  being  so  powerful  that  nothing 
happens  in  East  Asia  "without  at  least 
China's  tacit  consent."  Unless  the  U.  S. 
intei^venes,  China  does  not  need  state-of- 
the-ait  weapomy  to  intimidate  its  neigh- 
bors. By  manipulatmg  access  to  its  mar- 
ket and  mounting  enough  of  a  threat 
to  vital  sea  lanes,  airspace,  and  ports,  it 


ft 

H 


can  bring  Taiwan,  Japan,  and  much  (i| 
Southeast  Asia  to  heel. 

When  it  comes  to  U.  S.  policy  pre 
scriptions,  moreover,  The  Coming  Con 
flicfs  bark  is  worse  than  its  bite.  Th 
authors  argue  neither  for  economic  sane 
tions  to  punish  human-rights  abuses  no 
for  curtailing  constioictive  engagemeni 
The  sharpest  departure  from  orthodox 
is  a  call  for  managed  trade  to  whittl 
down  the  $39.5  billion  trade  deflcil 
which  they  argue  is  helping  finance  Ck 
na's  military  buildup.  Otherwise,  the; 
want  an  escalation  of  present  stratdret 


gies:  pressing  human-rights  complaint 
in  international  fonmis  and  bolsterin 
regional-security  airangements  to  pre 
serve  the  balance  of  power.  That  mean 
continuing  to  help  Taiwan  defend  itsell 
maintaining  U.  S.  bases  wherever-  possi 
ble,  and  urging  Japan  and  Asian  allie 
to  assume  a  gi'eater  defense  burden 

But  the  book  leaves  the  follow-u] 
question  unanswered:  How  much  longe: 
can — or  should — the  U.  S.  remain  th( 
sole  guai'antor  of  Asia's  bal 
ance  of  power?  No  Asiai 
country  seems  willing  t( 
get  involved  in  its  neigh 
bors'  problems  if  the  oppo 
nent  is  China.  Indeed 
Japan,  South  Korea,  Singa 
pore,  Indonesia,  anc 
Malaysia  all  have  a  mucl 
gi'eater  stake  in  Asian  sta- 
bility than  does  the  U.  S 
And  they  have  the  where 
withal  to  protect  that  stak( 
if  they  band  together.  Yel 
they  are  either  too  fearful  of  iriitatinj 
China  to  establish  any  I'egional  securitj 
alliance  or  they  simply  don't  beheve 
China  is  a  threat.  Why  shouldn't  the 
U.S.  tell  Asia's  Tiger  economies:  Share 
the  costs  and  political  risk  of  keeping 
the  region  stable,  or  don't  expect  Amer- 
ican help  if  China  tries  to  gi'ab  your  oil 
fields. 

If,  as  the  book  suggests,  China  car 
maneuver  these  countries  into  sub 
sei-vience  without  filing  a  shot,  it  will  be 
Asia's  21st  century  power  broker 
whether  the  U.  S.  likes  it  or  not.  If  the 
rest  of  Asia  has  decided  it  can  hve  with 
that,  then  the  real  challenge  for  the 
U.  S.  is  to  learn  to  coexist. 

BY  PETE  ENGARDIO 

Engardio,  based  in  Hong  Kong  from - 
1990-96,  co-wrote  the  Mar.     1996,  Cov- 
er Story,  "Rethinking  China." 
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with  solid  performance  today. 
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■  Blue  Chip  Growth  Fund  $20,,^02 
H  Lipper  Growth  Funds 
Average 


Choose  from  three  superior  T.  Rowe  Price  mutual 

funds  for  your  IRA.  One  of  the  toughest  decisions 
retirement  investors  face  is  finding  a  mutual  fund  that  offers 
the  potential  for  solid  performance  over  the  long  term.  As 
you  know,  even  a  small  improvement  in  your  average  annual 
return  today  can  significantly  increase  your  retirement 
income  tomorrov^,  especially  in  a  tax-deferred  account. 
That's  why  you  should  consider  one  of  our  top-performing 
mutual  funds  for  your  IRA. 

Equity  Income  Fund  seeks  substantial  income  and 
long-term  capital  appreciation  by  investing  in  stocks  of 
established  companies  paying  above-average  dividends.  It 
may  be  appropriate  for  retirement  investors  interested  in 
protecting  purchasing  power  and  cushioning  assets 
against  inflation  and  volatility. 

Blue  Chip  Growth  Fund  pursues  long-term  capital 
appreciation  by  investing  in  established  companies  with 
strong  market  positions  in  growing  industries.  It  may  be 
appropriate  for  retirement  investors  primarily  seeking 
growth  while  preserving  capital. 

Mid'Cap  Growth  Fund  seel<s  long-term  capital  appreciation 
by  investing  in  medium -sized  companies  with  attractive 
growth  prospects  and  proven  operating  histories.  It  may  be 
appropriate  for  retirement  investors  seeking  above-average 
capital  appreciation  and  wilHng  to  incur  short-temi  volatility 
associated  with  more  aggressive  investments. 

Transferring  made  easy.  Our  knowledgeable  retirement 
specialists  make  it  easy  to  transfer  your  IRA  assets  to 
T.  Rowe  Price.  $1,000  minimum  investment  (per  fund)  for 
IRAs.  No  sales  charges. 

Call  24  hours  for  a  free  IRA  investing  kit  and  a  prospectus 

1-800-541-6155 

http://www.troweprice.com 


HOW  $10,000  INVESTED  6/30/92 
WOULD  HAVE  GROWN  ' 


I  IMid-C.ip  Growth  Fund  5,-17744. 
J  Lipper  Mid  Cap  Funds 
Average 


Invest  With  Confidence 

T.RoweRrice 


0.40%,  17.08%,  ;ind  14.46%  are  Ei|iMt\  Income  Knnd's  averai;e  annual  return.s  for  the  1-,  5-,  and  10-year  periods,  respectively,  as  of  12/.ilA)(i.  18.85%,  13-60%,  and 
..63%  wn  the  recorded  Lipper  Hquity  Income  Funds  A\erage  returns  for  the  same  peiiods.  Chart  shows  total  return  from  \2/M/Sb  lo  12/.MA)(i. 

27.75%  and  2 1 .10%  are  Blue  Chip  Crowth  Fund's  average  annual  returns  lor  the  1-  and  .vyear  periods,  respectively,  as  of  12/.MA)(i,  19-24%  and  1 5-23%  were  the  record- 
Lipper  Growth  Funds  .•\\erage  returns  lor  the  same  periods.  Chart  shows  total  return  from  (V.iUA)3  to  12/.MA)6. 

'  24.84%  and  20.84%  are  Mid-Cap  Crowth  Fund's  average  annual  retin-ns  loi-  the  I-  and  .vyear  periods,  respectively,  as  of  12/,->lA)6.  17.92%  and  14.70%  were  the  record- 
Lipper  Mid  Cap  Funds  .Average  returns  for  the  same  periods.  Chart  shows  total  return  from  (■)/30A)2  to  12/.-ilA)6. 

ures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions.  Investment  return  and  principal  value  will  van,  and  shares  may  be  worth  more  or  less  at 
lemption  than  at  original  purchase. 

vt  performance  cannot  guarantee  future  results.  Read  the  prospectus  carefulK  before  in\esting.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  iR.A034y24 


CSA  MEANS 
BUSINESS 

Every  day,  our  Standards,  Product  Testing,  and 
Management  System  Registration  Services  are 
hard  at  work  in  thousands  of  businesses 
across  the  U.S.  and  worldwide. 

CSA  can  test  and  certify  your  products  to  North 
American  or  International  standards.  Over  one 
billion  products  already  bear  the  CSA  Marl<.. 

QMI  — a  division  of  CSA  — is  North  America's 
leading  ISO  9000  Quality  Standards  Registrar. 
Globally  recognized  and  respected,  QMI  can 
guide  you  effectively  through  the  registration 
process. 

More  Than  A  Mark 

CSA  is  also  spearheading  standards  develop- 
ment in  such  vital  areas  as  forest  management 
and  personal  information  security.  In  fact,  we 
led  the  development  of  the  new  ISO  14000 
Series  on  the  Environment. 

To  learn  how  CSA  can  Mean  Business  for  you, 
simply  call  i-8oo-Zf63-6727  today.  Or,  visit 
our  web  site  at  http://www.csa.ca. 
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STEPHEN  H.  WILDSTROM 


ERVICE 

mn  A  CLICK 


w  Web  technology 
roes  in  on  your 
)tes  to  personalize 
line  shopping 

buy  a  lot  of  things  from 

catalogs,  but  very  little 
.from  the  World  Wide 
b.  While  shopping  the 
b  is  convenient,  few  re- 
fers' sites  match  the 
•adth  of  their  print  cata- 
s.  There  are  no  order-tak- 

to  tell  you  if  an  item  is  in 
ck  or  to  suggest  altema- 
es  if  it  isn't.  In  short, 
:  Web  is  a  less  satisfy- 
;  buying  experience 
m  a  paper  catalog 
1  a  toll-free  call, 
rhis  may  be  about 
change,  thanks  to 
technology  re- 
itly  escaped 
m  the  Massa- 
isetts  Institute 
Pechnology  Me- 

Lab  and  other 
nputer-science 
)ps.  Still  known 

the  geeky  name 
''collaborative  filter- 
;,"  the  idea  is  sim 
.  By  gathering  and  pool- 
^  data  volunteered  by 
itomers,  a  computer  can 
:ermine  what  products  or 
•vices  people  may  like, 
iking  this  technology  work 
a  challenge,  but  it  has  the 
:ential  to  revolutionize  on- 
3  commerce. 

tVIE  THESAURUS.  Reel 
ww.reel.com)  is  a  good 
ice  to  see  the  process  in 
ion.  This  site,  which  doesn't 
1  anything  yet  but  is  in  the 
3cess  of  becoming  an  on- 
3  video  store,  uses  a  couple 
different  ways  to  help  you 
d  movies  you'll  like.  The 
!el  Genius  asks  you  to  se- 


lect a  film  genre,  then  offers 
a  list  of  movies  of  that  type. 
You  assign  a  rating  from  1 
to  10  for  each  movie  you 
have  seen.  The  system  com- 
bines your  ratings  vdth  the 
votes  of  others  vdth  seem- 
ingly similar  tastes — that's 
the  "collaborative"  part — to 
compile  a  hst  of  suggested 
films.  As  you  rate  the  movies 
the  site  suggests,  the  more 
closely  it  reflects  your  tastes. 
I  found  that  after  a  while, 
Reel  did  a  pretty  good  job  of 
anticipating  my  interests. 


except  for  its 
insistence  that  I  would  like 
P^ilp  Fiction. 

Reel's  Movie  Thesauiais  al- 
lows you  to  pick  a  film  that 
you  hked,  and  it  will  suggest 
other  films  you  might  also 
find  enjoyable.  For  example, 
entering  Sense  and  Sensibili- 
ty returned  the  obvious  sug- 
gestions of  Howards  End,  A 
Room  with  a  View,  Emma, 
and  Persuasion.  It  also  of- 
fered an  offbeat  suggestion, 
WJiere  Angels  Fear  to  Tread. 

Books  pose  a  much  gi-eater 
challenge  for  filtering  than 
movies.  That's  partly  because 


there  are  so  many  more  ti- 
tles, partly  because  you  only 
have  authors,  not  actors,  di- 
rectors, producers,  and 
screenwriters,  to  serve  as 
points  of  comparison.  But 
Amazon.com,  the  big  Web 
bookstore  (vmw.amazon.com) 
is  trying.  Using  a  technolo- 
gy called  GroupLens,  devel- 
oped at  MIT  and  the  Uni- 
versity of  Minnesota  and 
commercialized  by  startup 
Net  Perceptions,  Amazon  is 
developing  a  system  similar 
to  Reel's  for  rating  and  sug- 
gesting books.  An  experi- 
mental version  I  tried  was  a 
bit  flaky — it  kept  suggesting 
Danielle  Steele  novels.  The 
developers  say  there's  cur- 
rently little  preference  infor- 
mation in  the  database,  but 
it  should  improve  gi-eatly  be- 
fore the  system  goes  public 
later  this  spring. 

To  make  this  guided  shop- 
ping work,  Web  sites  have 
to  collect  a  gi"eat  deal  of 
personal  information, 
which  marketers  would 
pay  dearly  for.  This 
naturally  raises  con- 
cerns about  privacy 
that  Web  merchants 
have  had  to  ad- 
dress. For  example, 
FireFly  Network, 
(www.firefly.com)  a 
Media  Lab  spin-off 
that  uses  filtering  to 
recommend  entertain- 
ment and  to  create  on- 
line communities  of  like- 
minded  people,  has  a 
formal  privacy  policy  that 
promises  not  to  tiu'n  person- 
al information  over  to  third 
parties  without  the  express 
consent  of  the  individual. 

That's  probably  a  necessaiy 
step  to  win  consumer  confi- 
dence in  Web  commerce 
based  on  guided  shopping. 
Analysis  that  more  quickly 
homes  in  on  consumers'  tastes 
is  also  needed.  I  doubt  that 
collaborative  filtering  will  ever 
equal  the  instincts  of  a  good 
Nordstrom  salesperson.  But 
as  the  technology  moves  out 
of  its  infancy,  online  shopping 
could  challenge  those  trips  to 
the  mall. 


BULLETIN  BOARD 


SCANNING 
IT'S  WHO  YOU  KNOW 

If  you  are  looking  for  a  tool  to 
ease  the  tedium  of  getting 
information  from  business 
cards  into  your  computer, 
the  newest  version  of  Card- 
Scan  from  Corex  Technologies 
(617  492-4200)  may  be  the 
answer.  The  $99  Windows 
program,  $299 
with  a 
card  scan- 
ner that 
plugs  into 
your  printer 
port,  features 
character-reco 
nition  technology  that  is 
much  improved  over  previ- 
ous versions.  It  still  requires 
some  manual  correction  of 
scanning  errors,  especially  on 
cards  that  have  complicated 
designs.  But  I  found  scan- 
ning much  faster  than  manu- 
al entry.  The  data  collected 
by  CardScan  can  be  trans- 
ferred to  most  popular  soft- 
ware programs  for  managing 
contacts. 

GRAPHICS 
SUITE  FOR  SORE  EYES 

Graphics  Suite  2  from  Micro- 
grafx  (800  371-7783)  offers 
an  impressive  suite  of  Win- 
dows graphics  applications 
at  a  bargain  price — $150  for 
owners  of  just  about  any 
graphics  program,  or 
Microsoft  Office  95  or  97.  The 
package  includes  the  new 
versions  of  Picture  Publisher 
image  editor,  Designer  tech- 
nical drawing  program,  Flow- 
Charter  for  creating  diagrams 
and  charts,  and  the  new  Sim- 
ply 3D  for  three-dimensional 
modeling  and  rendering.  Oth- 
er components  of  the  pro- 
gram include  an  image-file 
manager,  clip  art,  fonts,  and 
tools  for  publishing  graphics 
on  the  World  Wide  Web. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Concert  is  a  mark  of  Concert  Communications  Company.  BT  is  a  registered  trademark  of  British 
Telecommunications,  pic.  MCI  is  a  registered  service  mark  of  MCI  Communications  Corporation, 


)EA  BEHIND  CONCERT 
UNICATIONS 
OR  THE  WORLD 


ry  country  has.  a  communications 
ny. 

ne  have  several. 

vv,  with  the  union  of  BT  and  MCI, 
met  will  have  one,  too. 
iicert  will  compete  wherever  the  free 
of  teleconimunications  allows  it  to 
.'le.  Concert  will  also  collaborate 
1  (iD  joint  ventures  and  alliances 
the  world.  Once  created,  it  will  be 
lost  diverse,  the  least  nationalistic 
lunications  company  ever  seen. 


For  its  customers.  Concert  promises  the 
biggest  and  the  fastest  Internet  network, 
the  delivery  of  true  electronic  commerce, 
and  the  customer-driven  choices  that  will 
come  from  the  breakup  of  monopolies 
throughout  the  world,  including  the  local 
companies  in  the  U.S. 

For  its  people,  there  will  be  a  company 
to  work  for  that  stands  in  the  midst 
of  the  biggest  commercial  revolution 
since  the  Industrial  Revolution.  They 
will  have  the  opportunity  of  leading 


that  revolution. 

For  its  shareholders,  there  will  be  a 
company  that  generates  strong  income 
and  at  the  same  time,  growth.  And,  despite 
being  the  sixth  most  profitable  company 
on  earth,  it  will  begin  life  with  a  modest 
market  share  (tS%)  and  an  even  larger- 
world  to  capture  (94%).  / 

Connect  with  our  friendly  Web  site_^ 
(www.concert.com)  to  get  more  inlbr-' 
mation  than  an  advertisement  could; 
possibly  contain.;  /  'y^^ 




MCI 


CONCERT 


The  first  communications  company  for  the  world.  , 


Economic  Viewpoint; 


BY  RUDI  DORNBUSCH 


WHAT  THOSE  FRENCH  BLOKES 
CAN  LEARN  FROM  THE  BRITISH 


CLUELESS: 
While  Britain 
depreciated 
the  pound,  cut 
interest  rates, 
and  spurred 
growth, 
France  kept 
deflating,  only 
to  see 
jobs  vanish 


Rudi  Dornbusch  is  professor  of 
economics  and  management  at 
Massacfiusetts  Institute  of  Technology 


This  is  not  a  good  time  for  France.  Un- 
employment is  high  and  rising,  and 
confidence  has  hit  rock  bottom.  Poli- 
cymakers are  lost — and  have  been  for  the 
past  decade.  For  lack  of  a  better  idea,  they 
have  simply  mimicked  German  hard-money 
policies,  cut  spending,  and  deflated  the  econ- 
omy. This  has  not  done  much  for  prosperity. 
Ti'ue,  France  is  not  alone:  All  of  Europe 
bears  the  imprint  of  the  Bundesbank's  boots. 

France  took  a  look  across  the  Atlantic  to 
see  how  the  U.  S.  has  successfully  parlayed 
free-market  capitalism  into  enormous  job 
growth  and  prosperity.  But  it  feels  more 
comfortable  dismissing  America  as  a  coun- 
try that  creates  only  low-paying,  dead-end 
"McJobs." 

But  what  about  that  other  Anglo-Saxon 
country  right  across  the  channel?  Over  the 
past  15  years,  Britain  has  accomphshed  mir- 
acles. Where  once  was  a  stagnant,  socialistic 
economy  with  sporadic  growth,  high  infla- 
tion, and  suppressed  individual  drive,  there  is 
now  a  dynamic  economy.  Competition  in  the 
marketplace  and  pragTiiatism  at  the  Bank  of 
England  have  put  Britain  ahead  of  the  pack. 
If  French  policymakers  had  to  contrast  their 
performance  with  Britain's,  there  would  be 
nothing  but  embarrassed  silence. 
KUDOS.  Margaret  Thatcher  gets  the  credit 
for  the  di'astic  change  in  British  culture.  Her 
ability  to  ride  roughshod  over  the  unions, 
bureaucrats,  and  her  own  ministers  alike  lies 
at  the  core  of  the  British  revival.  Making 
money  is  0.  K.  again. 

Monetary  policy  has  been  pro-growth  in 
Britain.  Inflation  must  be  low,  but  not  so  low 
that  it  stifles  spending  and  employment. 
Rather  than  simply  copying  the  obsessive- 
ness  of  the  Bundesbank,  the  Bank  of  England 
has  adopted  a  more  flexible,  inflation-target- 
ing approach  and  has  given  the  economy 
room  to  gTow. 

In  1992,  Britain  and  France  came  to  a 
crossroads.  The  issue:  Whether  to  stay  in 
the  European  Monetary  System  of  fixed  cur- 
rency rates  at  any  price  or  to  throw  in  the 
towel,  let  the  currency  float,  cut  interest 
rates,  and  sail  for  prosperity.  At  the  time, 
both  countries  had  high  interest  rates  and 
fragile  currencies.  Britain  depreciated  the 
pound,  cut  rates,  and  stimulated  gi'owth.  The 
rest  is  history.  France,  by  contrast,  kept  de- 
flating. There  has  been  some  success.  France's 
interest  rates  are  cmrently  at  German  levels, 


but  only  at  the  sacrifice  of  economic  growtl 
Has  Britain  paid  for  escaping  from  thj 
Bundesbank?  Over  the  past  five  yean 
Britain's  growth  averaged  2.9%  per  yeaj 
(better  than  in  the  U.S.),  compared  witl 
only  1.4%  for  France.  Over  that  period,  unj 
employment  in  Britain  has  fallen  from  10"?] 
to  6.7%,  while  the  French  rate  has  rise: 
from  9%  to  more  than  12%.  In  France,  u 
employment  benefits  are  a  generous  way 
Ufe.  In  Britain,  they  are  called  a  "job-seeke 
allowance"  and  only  last  six  months.  Ti'u 
Britain  has  an  inflation  rate  of  2.5%,  vs.  onl; 
1.7%  in  France,  but  so  what?  At  these  levels 
it  doesn't  matter  very  much. 
DEAR  RUBIN.  The  Labor  Party  is  sure  to  wii 
the  coming  election.  Although  that  prospeci 
in  years  past  would  have  upset  markets 
this  time  around  the  new  Labor  leadership 
isn't  frightening  anyone.  It  looks,  in  fact 
modern  and  market-friendly — although  timt 
will  tell  for  sure.  On  the  fiscal  fr-ont,  there  is 
plenty  of  room  for  spending.  Britain,  unlikt 
every  other  industrial  country,  does  not  havcP' 
a  looming  social  security  crisis  (another  oi  [j 
Thatcher's  extraordinary  legacies).  Yet  Labor 
should  show  restraint.  A  tight  budget  is  the 
best  way  to  enhance  capital  formation  and 
growth.  Here,  U.  S.  Treasury  Secretary 
Robert  E.  Rubin,  dear  to  the  new  Labor 
leaders,  should  be  the  role  model. 

Labor  should  bolster  pi'ograms  for  building 
skills.  But  the  inclination  for  overmanaging 
the  progi'am  must  be  resisted,  and  vouchers, 
not  government  work  corps,  should  be  the)- 
insti'ument.  The  Bank  of  England,  for  its 
part,  has  been  doing  just  fine,  but  giving  it 
full  independence  would  help  Labor  gain  the 
market's  confidence.  Last,  Britain  should  be- 
come a  strong  voice  for  postponing  the  ere 
ation  of  a  single  European  currency.  It  is 
far  more  important  for  European  economies 
to  take  more  time  for  essential  structural 
reforms  than  to  create  a  common  money. 
Flexible  labor  markets  are  the  key  to  Eu- 
rope's future  competitive  success,  not  the 

EMU. 

If  the  expected  new  British  Labor  gov- 
er-nment  follows  this  agenda — if  there  is  a 
Clintonite  Labor  Prime  Minister— the 
Thatcher  revolution  will  continue.  In  France, 
there  is  no  such  hope.  The  right  in  France 
does  not  like  the  market,  and  the  left  does 
not  understand  it.  France  has  lost  a  decade 
already  and  is  not  even  at  the  starting  gate. 
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^If  you  want  to  grow  old  as  a  pilot,  youVe  got  to  know 
when  to  push  it,  and  when  to  back  off/^ 


Chuck  Yeager 


At  21,  only  three  years  after  first  boarding 
)lane,  Chuck  Yeager  was  leading  a  squadron 
fighter  pilots  in  World  War  II.  And  at  the  age 
24,  he  became  the  first  person  to  fly  faster 
in  the  speed  of  sound. 

Yeager  remains  a  man  on  the  move.  He's 
avid  sportsman  and  a  consulting  test  pilot 
lO  still  loves  to  fly.  "Maybe  I  don't  jump  off 
-foot  fences  anymore,"  says  Yeager,  i 


"but  I  can  still  pull  8  or  9  G's  in  a  high- 
performance  aircraft."  And  in  all  his  exploits, 
Yeager  depends  on  a  rugged  and  reliable 
timepiece.  "I  wore  a  Rolex  more  than  40  years 
ago  when  I  broke  the  sound  barrier  and  I  still  do 
today,"  says  Yeager  matter-of-factly. 
"A  pilot  has  to  believe  in  his 
equipment.  That's  why  I  " 
ij "      wear  a  Rolex." 

ROLEX 


Rolex  Oyster  Perpetual  GMT-Master  Chnnmm,  i,  ,  m  .1, unless  steel  with  matching  Oyster  FHplock  bracelet 

For  the  name  and  location  of  an  Official  Rolex  Jeweler  near  you,  please  call  1-800-36ROLEX. 

Rolex.  f,  Oyster  Perpetual.  GMT-Master.  Oyster  and  FHplock  are  trademarks. 
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Economic  Trends 


BY  GENE  KORETZ 

DON'T  PANIC  OVER 
SOCIAL  SECURITY 

This  crisis  may  be  overblown 

Popular  wisdom  says  the  Social  Se- 
curity system's  looming  financial 
problems  need  fixing  now  or  they  will 
impose  a  crushing  burden  on  future 
workers  and  the  economy  itself.  But  a 
number  of  experts  think  it's  too  soon 
to  press  the  panic  button. 

For  one  thing,  the  Social  Security 
Administration's  projections  of  future 
immigration  and  population  gains  and 
economic  gi'owth  may  be  far  too  con- 
servative (BW — Feb.  10).  More  impor- 
tant, even  if  current  projections  prove 
accurate,  many  economists  believe  that 
the  future  strain  on  workers  and  the 
economy  has  been  exaggerated.  What 
counts,  contends  Judith  Mackey  of 
Mackey-Baker  Associates,  is  "the  over- 
all burden  that  workers  will  carry  in 
supporting  nonworkers — and  that  in- 
cludes children  as  well  as  the  elderly." 
Mackey's  focus  is  the  so-called  total 

THE  BURDEN  FACING 
AMERICA'S  WORKERS 
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•ASSUMES  THAT  75%  OF  WORKING-AGE  POPULATION  WILL  BE 
EMPLOYED  IN  THE  FUTURE,  DEPENDENTS  INCLUDE  THOSE  OVER  64 
AND  UNDER  16  YEARS  OF  AGE  (UNDER  18  FOR  2000  AND  LATER) 

DATA:  MACKEY-BAKER  ASSOCIATES 

dependency  ratio — the  size  of  the  non- 
working  population  under  16  and  over 
64 — relative  to  the  size  of  the  working 
population.  She  calculates  that  this  ratio, 
or  the  total  number  of  dependents  per 
worker,  will  rise  only  moderately  in 
coming  decades  (chart). 

To  be  sure,  the  makeup  of  the  de- 
pendent population  has  been  changing. 
In  1995,  35%  of  this  group  was  over  64 
(up  from  28%  in  1975).  And  by  2030, 
when  all  the  baby  boomers  will  be  old, 
the  elderly's  share  will  be  45%. 

But  while  the  common  view  is  that 
per  capita  spending  on  the  elderly  vast- 
ly exceeds  spending  on  the  young,  that 
seems  to  be  tnie  only  in  temis  of  gov- 
ernment outlays.  Families  actually  spend 
a   bundle   on   their   children — some 


$145,000  per  child  thi-ough  age  18,  ac- 
cording to  Agricultiu'e  Dept.  estimates — 
and  natiu^ally  that  doesn't  include  college 
costs.  Weighing  both  public  and  piivate 
expenditures  for  children  and  the  el- 
derly, economist  James  Schulz  of  Bran- 
deis  University  discounts  the  likelihood 
of  a  dramatic  increase  in  the  total  de- 
pendency burden  in  the  future. 

Thus,  the  real  question  facing  the  na- 
tion in  the  next  centui-y  may  be  how  to 
use  the  private  savings  accioiing  from 
fewer  younger  dependents  to  cover  the 
public  costs  of  a  larger  gi'oup  of  older 
dependents.  Although  reform  of  Social 
Security  and  Medicare  must  be  part  of 
the  answer,  this  way  of  looking  at  the 
issue  suggests  that  the  cuirent  cry  for 
immediate  action  needs  to  be  replaced 
by  careful,  reasoned  debate. 


RAKING  IN 
THE  REFUNDS 

Taxpayers  reap  a  February  bonanza 

A year  ago,  a  hefty  surge  in  refunds 
put  some  welcome  cash  in  con- 
sumers' pockets.  This  year,  it  seems  to 
be  happening  again — and  then  some. 

As  William  V.  Sullivan  Jr.  of  Dean 
Witter  Reynolds  Inc.  obsei-ves,  the  big 
season  for  individual  refunds  from  the 
Internal  Revenue  Sei-vice  stalls  in  Feb- 
ruary and  ends  in  May,  with  payments 
by  check  or  electronic  transfer  going 
out  weekly  on  Fridays.  But  whereas 
last  year  the  Febniary  tally  ran  some 
$4  billion  over  1995's  total,  this  year  it  is 
up  almost  50%,  or  some  $6.8  billion. 

One  reason  for  the  surge  may  be  sim- 
ply that  the  iRS  is  processing  more  re- 
funds earlier  because  of  a  much  larger 
number  of  early  electronic  filings.  Since 
total  refunds  during  last  year's  season 
ended  up  only  6.7%  higher  than  in  1995 
after  starting  out  with  a  40%  increase  in 
Febniaiy,  the  cur- 


rent pickup  could 
well  lose  steam  in 
the  weeks  and 
months  ahead. 

"StiU,"  says  Sul- 
livan, "the  fact 
that  consumers 
are  already  hold- 
ing an  extra  $7 
billion  or  so  in  dis- 
cretionary spend- 
ing power  may 
help  explain  why 
consumption  has 
come  in  so  strong 
early  in  the  year" 


A  LiniE  HELP 
FROM  THE  IRS 
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DOES  THE  DOLE 
DETER  CRIME? 

Welfare  cuts  may  mean  more  thei 


! 


As  welfare  progi-ams  have  been  c 
back  in  recent  years — by  means 
tougher  eligibihty  rules  and  lower  be 
efits — U.  S.  crime  rates  have  also  falk 
It  would  be  nice  to  believe  that  the  t\ 
trends  are  somehow  related.  But  t 
results  of  a  study  appearing  in  the  ci 
rent  issue  of  Econom  ic  Inquiry  suggi 
otherwise. 

In  the  study,  econoiTiist  Junsen  Zhai 
of  the  Chinese  University  of  Hong  Koi 
analyzed  crime  rates  and  welfare  pr 
grams  in  all  50  U.  S.  states  in  198 
Zhang  found  that,  other  things  beii 
equal,  property-crime  rates  were  low( 
in  states  with  relatively  high  welfai  :j 
benefits  and  larger  pools  of  recipien 
relative  to  their  populations.  Progran 
such  as  public  housing,  which  benef 
both  men  and  women,  Zhang  reportei 
appeared  to  have  the  strongest  inhibi 
ing  impact  on  crime — a  finding  in  kee] 
ing  Avith  the  fact  that  most  propert 
criminals  are  men.  Welfare  appeared  t 
have  no  effect  on  violent  crimes. 

Such  findings  suggest  that  the  radio 
surgery  being  performed  on  welfar 
could  well  result  in  more  crime — unles 
former  welfare  recipients  are  able  t 
find  decent-paying  work. 


STARTUPS:  STILL 
A  JOR  ENGINE 

Last  year's  hiring  was  up  nicely 

Entrepreneurship  is  ahve  and  well  ii 
the  U.S.  economy.  According  t( 
Dun  &  Bradstreet  Corp.'s  commercia 
credit  database,  Americans  startec 
170,475  new  businesses  last  year.  While 
that's  up  only  1%  or  so  over  1995,  th( 
big  news  is  that  those  businesses  wen 
appreciably  larger  and  created  846,97< 
new  jobs — a  healthy  15%  more  than  th( 
year-earlier  tally. 

The  hottest  region  in  the  country  lasi 
year  was  the  Mountain  States,  where  8 
10%  rise  in  business  starts  produced  a 
32%  increase  in  associated  jobs.  Em- 
ployment gi'owth  generated  by  startups 
in  the  services  and  in  constnaction  in- 
dustries was  particularly  strong,  aver-, 
aging  20%.  While  starts  were  up  only 
1.8%  in  California  and  fell  3.4%  in  New 
York,  the  number  of  jobs  created  by 
new  businesses  in  those  states  surged 
by  24%  and  30%,  respectively. 
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lAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


HE  ECONOMY  IS  STILL  HOPPING- 

m  FED  WATCHERS  ARE  GETTING  JUMPY 

ley're  buzzing  about  a  rate  hike,  which  seems  increasingly  likely 


US.  ECONOMY 


PAYROLL  GAINS  ARE 
SPEEDING  UP  AGAIN 


Hei'e  we  go  again.  The  hoopla 
surrounding  Federal  Reserve 
cy  meetings  had  quieted  down  in  recent  months 
ipared  with  last  summer,  when  an  interest-rate  hike 
ced  imminent.  Well,  the  ballyhoo  is  back.  A  few 
1  watchers  are  even  predicting  that  the  central 
k  will  lift  rates  as  early  as  the  Mar.  25  powwow,  and 
ot  then,  they  say,  the  May  20  meeting  looks  like  a 
c.  So  will  they  hike,  or  won't  they? 
'he  renewed  urgency  in  the  policy  discussion  has 
sen  mainly  because  the  economy  has  not  slowed  the 
/  the  Fed  said  last  summer  that  it  must  in  order  to 
eve  pressure  on  wages  and  prices.  In  fact,  one  report 
;r  another  suggests  just  the  opposite,  that  the  econ- 
y  is  gaining  momentum  at  a  time  when  it  is  ah'eady 
irating  dangerously  close  to  its  noninflationary  limits. 

The  latest  sign  of  strength 
comes  from  the  labor  markets, 
which  the  Fed  has  been 
watching  the  most  intently. 
Nonfarm  payrolls  surged  by 
339,000  in  February,  besting 
nearly  all  expectations,  and 
job  growth  has  clearly  accel- 
erated. Also,  the  jobless  rate 
dipped  0.1%,  to  5.3%,  and  the 
recent  drop  in  initial  unem- 
ployment claims  strongly  sug- 
ts  that  it  will  go  lower  in  coming  months  (charts), 
^he  rest  of  the  report  was  strong  as  well,  with 
irs  worked  rebounding  robustly  from  January's 
ither-depressed  levels,  while  wage  gi'owth  continued 
trend  higher,  especially  in  services. 

SPITE  ALL  THBS.  a  rate  hike  as  early  as  Mar.  25  is 
yet  a  slam  dunk.  The  crucial  missing  ingredient  is 
dence  that  higher  costs  arising  from  tight  labor 
rkets  are  fueling  excessive  demand  for  goods  and 
vices  beyond  what  producers  can  satisfy  without 
ng  forced  to  hike  prices. 

^'or  now,  demand  indicators,  such  as  commodity 
ces,  capacity  utilization  rates,  and  the  time  it  takes 
npanies  to  produce  and  deliver  merchandise,  do  not 
fgest  that  producers  are  under  any  great  strain. 
3se  indicators  weigh  heavily  in  the  Fed's  decision- 
king  process,  and  until  they  start  to  show  more 
erging  pressure  on  prices  that  could  fuel  future  in- 
ion,  the  Fed  has  time  to  wait  and  watch. 


MONTHLY  JOB  GROWTH 

THREE-MONTH  AVERAGES  | 


JULY  FEB. 
'96  '9? 
THOUSANDS  Of  WORKERS 

DATA:  U80R  DEPT,  BUSINESS  WEEK 


The  May  20  meeting  is  an  entirely  different  matter. 
The  way  the  economy  is  shaping  up,  those  demand 
pressures  ai'e  likely  to  become  more  evident  this  spring. 
That's  partly  because  consumers  ai'e  on  a  roll,  fueled  by 
the  most  supportive  set  of  spending  fundamentals  in 
years  (page  30).  Consumer  outlays  are  on  a  ti'ack  to 
grow  3%  to  4%  this  quartei-  for  the  second  quaiter  in  a 
row,  after  last  suminei''s  lull. 

In  the  fii'st  quarter,  a  reversal  of  the  fouilh  quarter's 
sharp  improvement  in  the  ti'ade  deficit  will  subtract 
heavily  from  economic  growth,  but  that  will  hide  the 
fact  that  domestic  demand  continues  to  gain  momen- 
tum. The  chief  difference  between  now  and  last  sum- 
mer, when  the  Fed  was  on  the  verge  of  hiking,  is  that 
the  economy  now  appears  less  likely  to  slow. 

THE  FED'S  PRIMARY  CONCERN  about  the  strength  in 
the  labor  markets  is  that  job  growth  is  fueling  the 
ciurent  round  of  consumer-led  demand.  True,  the  Feb- 
ruary rise  in  payrolls  was  overstated.  Surprisingly 
good  weather,  following  unusually  severe  weather  in 
January,  resulted  in  a  109,000  rise  in  construction  pay- 
rolls, although  the  previous  year's  trend  was  only  25,000 
per  month.  But  even  excluding  construction,  the  three- 
month  average  of  payi'oll  gains  has  picked  up  sharply 
and  broadly  from  the  pace  of  last  fall. 

The  most  notable  part  of 
the  February  labor-market 
data  was  the  rebound  in 
hom"s  worked.  After  January's 
weather-related  plunge  to  34.2 
hoiu'S,  from  34.8  hours  in  De- 
cember, the  average  work- 
week soared  last  month  to  35 
hours,  an  11-year  high.  Com- 
bined with  fatter  payrolls, 
overall  work  time  jumped 
2.7%  in  February,  more  than 
making  up  for  January's  1.6%  decline. 

Manufacturing  houi's  also  jimiped,  implying  that  Feb- 
ruary industrial  pi'oduction  rose  strongly,  and  the  out- 
put gain  vrill  boost  capacity  utilization.  Output  is  now 
growing  faster  than  new  capacity  is  coming  onstream, 
suggesting  that  this  and  other  demand-side  price  pres- 
sures will  intensify  in  coming  months. 

Another  key  implication  of  the  February  rise  in 
work  time  is  that  frrst-quarter  hours  worked  are  on 
schedule  to  post  an  annual  rate  of  increase  of  about  4% 


THE  JOBLESS  RATE 
MAY  FALL  FURTHER 
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from  the  fouil.h  quaiter.  That  pace  suggests  two  things: 
One,  quarterly  growth  in  real  gi'oss  domestic  product 
remained  strong,  since  hours  worked  is  highly  corre- 
lated with  the  quailerly  pattern  in  GDP  growth.  And 
two,  fii'st-quarter  productivity  was  stagnant. 

The  latter  consequence  is  especially  important  in 
the  Fed's  thinking.  Already,  the  Labor  Dept.  has  re- 
vised fourth-quarter  productivity  growth  sharply  lower, 
cutting  the  originally  reported  gain  of  2.2%  in  half,  to 
1.1%.  As  a  result,  unit  labor  costs  grew  2.5%,  instead  of 
the  tamer  1.4%  first  thought.  Late  in  an  expansion, 
productivity  gains  are  harder  to  achieve  as  labor  mar- 
kets tighten,  making  it  easier  for  wage  gains  to  boost 
unit  labor  costs,  a  key  factor  in  pricing  decisions. 

MOREOVER,  TIGHT  LABOR  MARKETS  continue  to 

fuel  wage  growth.  Average  hourly  earnings  of  produc- 
tion workers  grew  only  0.2%i  in  Febinary,  a  fact  that 
seemed  to  soothe  Wall  Street's  concerns  about  the 
sti'onger  aspects  of  the  jobs  report.  However,  the  three- 
month  average  of  wages  is  up  3.8%  from  the  same 
three  months  a  year  ago,  the  fastest  pace  in  61/-  years, 
and  service-sector  pay  growth  is  neanng  4%. 

In  fact,  service  wages  are  now  growing  a  good  deal 
faster  than  the  2.9%  pace  of  nonenergy  service  prices 
for  the  first  time  in  this  expansion  (chait).  This  patter-n 
suggests  emerging  pressure  on  profit  margins  that 
could  spui'  pnce  hikes.  Sei-vices  will  be  a  crucible  for  fu- 
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tui'e  pricing  trends,  since  they  are  more  labor-intensi 
Also,  service  productivity  gains  are  smaller  than  thd 
in  manufactiuing,  and  sei'vice  pricing  is  less  restrairi 
by  the  strong  dollar  and  global  competition 

Of  course,  any  worry  that 
the  Fed  may  have  about  fu- 
ture inflation  would  become 
moot  if  the  economy  begins 
to  cool  off,  but  right  now, 
there  is  no  sign  of  that.  By 
the  end  of  Febmaiy,  the  four- 
week  average  of  initial  claims 
for  unemployment  insurance, 
a  leading  indicator  of  the 
economy  and  the  jobless  rate, 
had  fallen  to  an  expansion 
low,  indeed  the  lowest  since  1989. 

The  current  level  of  claims  is  historically  consiste 
with  an  unemployment  rate  of  5%  or  less.  In  fact,  t 
jobless  rate  would  be  there  light  now  if  labor-for 
growth  in  recent  months  had  not  surged  above 
trend.  However,  the  labor  force  is  now  gi'owing  fast 
than  the  adult  population,  a  situation  that  can't  last. 

The  bottom  line  is  that  the  economy  is  moving  sic 
ly  but  inexorably  toward  the  set  of  demand  and  co 
conditions  that  will  force  the  Fed  to  hike  rates, 
may  not  be  there  by  Mar.  25,  but  the  economy  and  t 
Fed  are  on  a  collision  course  for  the  May  20  meetinj 
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AT  LAST,  SIGNS  OF  A  THAW 


Germany  had  a  tough  winter- 
as  did  its  economy.  But  little 
by  little,  signs  of  a  revival  are 
cropping  up,  increasing  the 
chances  that  the  government  will 
meet  its  2.5%'  growth  target  for 
1997.  Any  upturn  will 
be  very  unbalanced, 
though,  the  result  of 
surging  exports  and 
depressed  consumer 
spending. 

The  economy  barely 
grew  in  the  fourth 
quarter,  with  real 
gi'oss  domestic  product 
up  0.1%.  Growth  was 
held  back  by  slumps  in 
constmction  and  consumer  out- 
lays. Still,  that  was  a  tad  better 
than  expected,  as  exports  and 
equipment  investment  strength- 
ened. First-quarter  growth  is  like 
ly  to  be  about  flat  as  well,  but 
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that  mainly  reflects  the  coldest 
winter  in  decades,  which  caused 
an  extraoi'dinary  25%  drop  in  Jan- 
uary consti"uction  output. 

The  outlook  is  improving,  how- 
ever. In  January,  manufactuiing 
output  accelerated,  as 
factory  orders  rose 
strongly.  Foreign 
bookings,  buoyed  by 
the  weaker  German 
mark,  led  the  ad- 
vance, even  as  domes- 
tic orders,  depressed 
by  heavy  joblessness, 
remained  listless 
(chart).  Also,  business 
confidence  rose  to  the 
highest  level  in  11^  years,  and  ma- 
chinery orders  climbed  sharply, 
suggesting  that  the  export-led  up- 
turn is  broadening  to  include  capi- 
tal spending. 

Even  the  latest  word  from  the 


job  markets  has  a  silver  lining. 
Joblessness  remained  at  a  record 
11.3%  in  FebiTiary,  but  the  rise 
appears  to  have  run  its  course. 
Indeed,  some  of  the  recent  surge 
in  unemployment  has  been  the  re- 
sult of  temporary  factors  that 
should  reverse  this  spring.  In  par- 
ticular, a  new  policy  this  winter 
required  construction  workers  to 
register  as  unemployed  in  order 
to  receive  "bad  weather"  benefits. 

By  cutting  into  government 
revenues  and  lifting  outlays,  high 
joblessness  is  hampering  Ger- 
many's efforts  to  reduce  its  1997 
public-sector  deficit  to  3%  of  gross 
domestic  product,  as  required  by 
the  Maastricht  Treaty  for  entiy 
into  a  single-currency  Europe. 
But  with  growth  picking  up,  the 
government's  chances  of  reaching 
its  deficit  goals  will  improve  as 
the  year  progresses. 
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News:  Analysis  &  Commentary  -  '\ 


Home  sales  are  booming — and  so 
are  bankruptcies.  Dealers  are 
besieged  with  demand  for  36- 
inch  TVs  decked  out  with  stereo 
vcRs  and  satellite  dishes,  but 
used-car  lenders  are  running  out  of  gas. 
The  mail  biings  401(k)  statements  brim- 
ming with  paper  profits  to  high-income 
Zip  Codes  and  dunning  notices  from 
credit-card  issuers  to  poor  ones. 

Welcome  to  the  scliizoid  credit  mai'ket 
of  1997,  where  your  forecast  for  con- 
sumer spending — indeed,  for  the  entire 
economy — depends  on  which  end  of  the 
income  scale  you  study.  Alarmists  note 
that  record-high  consumer  debt-to- 
income  ratios  and  credit-card  wi'ite-offs 
are  sending  out  recession  signals  (chart) 

Consumers  are  split:  Many 
middle-class  borrowers 
have  hit  the  credit  wall 
but  the  upscale  have 
plenty  of  running  room 


and  treinble  over  just  how  long  house- 
hold spending  can  continue  to  power 
the  economy. 

But  the  overall  numbei's  conceal  a  eni- 
cial  split:  In  low-  and  middle-income 
households,  there's  a  moimting  debt  crisis. 
High-end  borrowers — with  billions  in 
stock  market  gains — are  doing  just  fine, 
thank  you.  Indeed,  they  are  hotly  pur- 
sued by  banks,  wliich  still  stuff  mailbox- 
es with  2  billion  credit-cai"d  offers  a  year 
"That  mai'ket  is  a  long  way  from  being 
tapped  out,"  says  Nicholas  Perna,  chief 
economist  at  Fleet  Financial  Group  Inc. 

Nowhere  are  these  crosscurrents 
watched  more  closely  than  at  the  Fed- 
eral Reserve.  With  all  but  high-tech 
businesses  slowing  their  investment 
spending.  Fed  Chairman  Alan  Green- 
span knows  that  happy,  confident  con- 


sumers are  cnicial  to  the  economy's  con- 
tinuing gTovith.  Gi-eenspan  hopes  house- 
holds can  maintain  a  tightrope  act: 
spend  enough  to  sustain  the  economy 
but  limit  boiTOwing  to  work  down  debt. 

For  now,  Greenspan  has  reason  to  feel 
content.  The  alarming  level  of  debt, 
among  lower  wage  earners,  though  wor- 
lisome,  isn't  enough  to  bring  down  over- 
all consimier  spending.  With  employment 
and  incomes  rising,  he  thinks  overall 
sjjending  should  continue  to  increase,  too. 
After  all,  the  $50,000-plus  households 
with  healthy  balance  sheets  control  more 
than  60%  of  total  personal  income  and 
are  buoyed  by  Wall  Street's  gains.  And 
baning  a  big  shock  such  as  a  stock  mar- 
ket plunge,  they  can  sustain  moderate 
gi'owth  for  the  economy. 

The  split  credit  market 
isn't  easy  to  measm-e.  But  a 
1995  Fed  survey  shows 
that  households  below  the 
$50,000-income  level  are 
stressed:  Their  monthly 
payments  rose  from  15%  of 
income  in  1989  to  almost 
18%  in  1995.  By  contrast, 
famihes  with  incomes  over 
$100,000  cut  payments  fi'om 
14%  of  income  to  12%. 
One  reason  low-  and  middle-income 
families  got  in  deeper:  Lenders  made 
it  easier  for  them  to  borrow  and 
launched  massive  marketing  efforts  to 
get  new  customer's.  Tliat's  a  mabi  reason 
why,  in  the  $25,000-to-$50,000  gi-oup, 
balances  on  credit  cards,  installment 
loans,  and  credit  lines  shot  up  30%  in 
thi-ee  years,  to  $11,000  in  1995. 

Easy  ci'edit  is  now  coming  back  to 
haunt  borrowers.  Iris  Foster-De 
Nieuwe,  an  assistant  at  a  Chicago  bro- 
kerage house  who  earns  in  the  mid- 
$20,000s,  is  struggling  to  pay  down 
$28,000  on  nine  credit  cards.  "Credit's  a 
double-edged  sword,"  she  warns. 

Ask  Cai-ole  A.  Stedman.  On  a  $36,000 
salary  as  assistant  manager  at  a  San 
Francisco  Safeway  supermarket,  she  en- 
joyed luxury  vacations,  lots  of  new 
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clothes,  and  frequent  dinners  out.  Her 
credit-cai-d  debt:  $25,000.  When  Stedman 
resorted  to  taking  a  cash  advance  on  a 
credit  card  to  pay  the  card's  monthly 
bill,  she  knew  it  was  time  to  slow  down. 
But  even  after  a  charge-free  month, 
Stedman  was  shocked  to  see  that  new  in- 
terest exceeded  her  payments.  "It's  like  a 
diet  where  you  lose  20  pounds  and  gain 
back  30,"  the  34-year-old  says.  "A  lot  of 
people  I  know  are  in  this  boat." 

It's  a  full  boat  indeed.  The  caseload  at 
Pittsburgh's  Consumer  Credit  Counsel- 
ing Service  of  Western  Pennsylvania 
climbed  22%  in  1996.  Nationwide, 
201,770  families  filed  for  bankixiptcy  in 
1997's  first  nine  weeks,  up  51%  from 
the  same  period  in  1995. 

That's  taking  a  toll  on  lenders,  espe- 
cially "subprime"  financiers  that  make 
auto  and  mortgage  loans  to  consumers 
with  poor  ci'edit.  In  the  auto  market, 
such  lenders  zoomed  to  $70  billion  in 
loans  in  1996.  But  subpiime  lenders  saw 
theii"  stocks  tumble  recently  with  the 
bankruptcy  of  Jayhawk  Acceptance 
Corp.  and  fraud  allegations  at  Mer- 
cury Finance  Co.  "Middle  America 
and  below  is  bearing  the  bnmt  of  the 
economy's  problems,"  says  A.  Mark 
Berlin  Jr.,  executive  vice-president 
at  Olympic  Financial  Ltd.  "And  that's 
where  we  lend." 

TIGHTER  STANDARDS.  There's  rea- 
son to  believe  that  before  overbur- 
dened borrowers  become  a  drag  on 
the  economy,  lenders  will  slow  the 
plastic  binge.  For  the  past  nine 
months.  Fed  surveys  have  shown 
more  banks  tightening  loan  standards 
than  easing  them.  First  Chicago  nbd 
Corp.,  the  fifth-largest  credit-card  is- 
suer, expects  to  add  1.6  million  cus- 
tomers this  year,  vs.  3  million  in  1995. 
Its  latest  maihng  went  to  9  million 
households — down  from  27  million  in 
a  1995  campaign. 

Not  that  the  banks  are  stomping 
on  the  bi'akes.  An  American  Bankers 
Assn.  panel  of  economists  predicts 
credit-card  debt  will  rise  5.8%  in 
1997 — enough,  they  figure,  to  boost 
inflation-adjusted  consumer  spend- 
ing by  3%  in  an  economy  that's  ex- 
pected to  gi'ow  2.3%.  "Consumers 
aren't  going  into  a  tailspin,"  says 
Merrill  Lynch  &  Co.  economist 
Bince  Steinberg. 

Retailers  certainly  hope  not.  In 
February,  major  chains  posted  a 
4.7%'  increase  in  same-store 
sales  from  a  year  ago.  Home 
Depot  Inc.,  the  Atlanta-based 
mecca  for  do-it-yourselfers, 
chalked  up  7%  growth  in 
same-store  sales  for  the 
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SUPERSTORES 
ON  NOTICE 

The  FTC's  actions  on  the  Staples-Office  Depot 
deal  signal  a  hard  line  toward  giant  retailers 


fourth  quarter — a  pace  it  hopes  to  main- 
tain through  1997. 

The  picture's  not  so  rosy  in  Detroit. 
Analysts  project  sales  of  15.1  million 
cars  and  light  tioicks  in  1997,  the  same 
as  last  year's  healthy  total.  But  auto 
makers  are  paying  plenty  in  incentives 
and  lease  deals:  For  example,  just  four 
months  after  it  was  introduced,  the 
Cadillac  Catera  is  available  on  a  $399-a- 
month  lease,  a  .subsidy  worth  $4,100  on 
a  $32,000  sedan,  estimates  Art  Spinella 
of  CNW  Marketing/Research. 

So  what  ai'e  confident,  upscale  con- 
sumers shopping  foi-?  Anything  to  make 
their  homes  cozier.  Furniture  retailer 
Ethan  Allen  Interiors  Inc.  posted  a 
10.9%  rise  in  sales  in  1996's  second  half 
And  Zenith  Electronics  Corp.  predicts 
industiy-wide  sales  of  big-sci'een  TVs  will 
climb  22%:  "Baby  boomers  ai'e  big  pur- 
chaser's, and  mor-e  and  mor-e  is  on  cr-edit," 
says  sales  chief  William  J.  Sims. 
BULL  MARKET  BOOST.  The  ur-ge  to  nest 
is  pr'ovidiiig  plenty  of  wor-k  for-  Michael 
J.  Galvin.  His  Anchor-  Design  &  Reno- 
vation Inc.,  which  operates  in  Boston's 
pricey  wester-n  suburbs,  is  booked  for 
the  next  18  months.  Galvin  attributes 
that  to  the  bull  market.  Many  cus- 
tomer's, he  notes,  pay  with  checks 
dr-awn  on  br-oker-age  accounts.  A  stock 
mar-ket  tumble,  he  adds,  "would  have  a 
huge  impact  on  our  business." 

On  the  other-  hand,  the  market's  74% 
gain  over-  the  past  two  year's — some  $2.5 
trillion  in  paper  pr-ofits — has  not  pro- 
duced the  inflationar-y  spending  associ- 
ated with  the  "wealth  effect."  Econo- 
mists calculate  the  new  money  could 
trigger  $75  billion  in  extr-a  spending.  But 
it  hasn't,  and  ther-e's  a  good  r-eason:  The 
pr-ofits  ar-e  jiiling  u\)  in  401  (k)s  and  other 
retir-ement  plans  wor-kei's  don't  tap. 

If  Wall  Str-eet  falters,  of  course,  con- 
sumers could  go  into  a  funk — and  a 
spending  fr-eeze.  "If  stocks  drop,  debt 
levels  that  people  can  live  with  now 
are  suddenly  going  to  feel  precar-ious," 
says  Mar-k  M.  Zandi,  chief  economist 
at  Regional  Financial  Associates  Inc. 
Gr-eenspan,  for  one,  fears  that  debt 
levels  could  magnify  a  stock  mar-ket 
shock,  perhaps  trigger-ing  a  deep 
enough  cut  in  consumer  spending  to 
spar-k  a  recession. 

That's  a  risk  the  Fed  chief  has  to 
live  with.  The  Fed's  best  hope  is  to 
keep  consumers  happy  long  enough  to 
let  job  and  income  gr-owth  catch  up  to 
where  debt  is  in  line — and  some  bal- 
ance can  be  restored  to  the  bifurcated 
credit  mar-ket.  More  spenfling,  but  less 
of  it  on  plastic,  is  what  Dr  Gr-eenspan 
would  prescribe  at  this  late  stage  of  the 
business  cycle. 

By  Mike  McNaniee  in  Washinyton 
and  Richard  A.  Melcher  in  Chicago, 
with  bureau  reports 


In  the  end,  a  couple  hundr-ed  million 
suddenly  no  longer-  seemed  like  such 
a  big  deal — certainly  not  if  it  stood  in 
the  way  of  a  $4  billion  mer-ger-  that  had 
been  months  in  the  making.  That's  what 
Thomas  G.  Stember-g,  chair-man  and  ceo 
of  Staples  Inc.,  and  David  I.  Fuente, 
Chairman  and  ceo  of  Office  Depot  Inc. 
finally  concluded.  Those  millions  r-epr-e- 
sented  the  gap  between  what  they  wer-e 
demanding  for  68  stor-es  and  what  the 
buyer,  OfficeMax  Inc.  was  willing  to 
pay.  They  had  piu-sued  the  sale  in  hojjes 
it  would  satisfy  Feder-al  Trade  Commis- 
sion concerns  about  how  a  proposed 
merger  of  Staples  and  Office  Depot 
might  eUminate  competition  in  key  met- 
ropolitan mar-kets. 

On  Mar-.  10,  Stember-g  suddenly  found 
that  he  no  longer-  had  such  a  big  pr-ob- 
lem  vdth  the  low-ball  OfficeMax  bid.  On 
that  day,  the  FTC  announced  that  since 
Staples  had  not  sold  off  the  stor'es  that 
the  FTC  felt  would  give  the  merged  of- 
fice-supply chains  imdue  market  power-, 
it  would  seek  an  injunction  to  end  the 
merger  altogether.  Two  days  later, 
Stember'g  had  a  deal:  Negotiating 
through  the  night  of  Mar.  11  with 
OfficeMax  CEO  Michael  Feuer  and 
Fuente,  ceo  of  Office  Depot,  the  com- 
panies agreed  to  sell  the  stores  for 
$108.75  million,  or  about  $1.7  million 
each.  That's  well  below  the  $290  mil- 
lion that  a  source  close  to  the  talks  says 


was  Stember-g's  star-ting  point — and  tl 
$3.5  milhon  per-  stor-e  he  previously  sa 
was  his  bottom.  But  those  negotiatioi 
had  foundered  on  "ego,  economics,  ar 
locations,"  notes  Feuer. 

Painful?  Perhaps.  But  much  less  ; 
than  a  bruising  battle  with  the  etc.  1 
fact,  within  hours  of  coming  up  wit 
the  stor-e  sale  proposal,  the  companit 
asked  the  etc  to  delay  fifing  any  ten 
porar-y  restraining  or-der  against  tl 
mer-ger. 

Whether  the  etc  now  gives  th 
mer-ger  a  green  light  is  still  open  t 
question.  Wall  Str-eet  is  eager  for  th 
deal  to  go  thr-ough,  but  consumer  gr-ou] 
are  watching  closely.  "We've  been  oi 
posed  to  any  r-estructur-ing  of  the  de; 
that  divested  stores  to  OfficeMax,"  say 
James  T.  Love,  director  of  the  Cor 
sumer  Project  on  Technology,  which  o\ 
posed  the  mer-ger. 

However-  the  deal  shakes  out,  thougl 
it  is  likely  to  be  a  landmark  in  ft 
mer-ger  oversight.  Indeed,  the  FTC's  in: 
tial  decision  to  block  the  deal  caused 
furor  among  antitr-ust  attorneys,  reta 
analysts,  and  consumer  advocates.  Eve 
if  the  deal  is  settled,  the  etc's  oppositioi 
signals  a  new  appr-oach  to  interpretinjt 
modern-day  retail  markets.  "The  etc  i 
pushing  into  new  ter-r-itor-y,"  says  Wash 
ington  antitrust  lawyer  Mark  Schild 
kraut.  "It's  not  as  black  and  white  a 
before." 
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What's  different?  In  recent  years, 
istbusters  have  viewed  retailing  as  a 
;orously  competitive  business  where 
•gain-hunters  have  lost  brand  or  store 
alty.  Because  of  that,  in  1995,  the 
5tice  Dept.  passed  on  the  Federated 
partment  Stores'  acquisition  of 
icy's.  But  now,  the  FTC  argues  that 
npetition  among  a  new  retail  phe- 
Tienon — categoiy-killer  superstoi'es — 
different.  And  whether  or  not  this 
;e  is  settled,  "the  business  community 
3ds  to  note  the  increased  reliance  by 
;  FTC  on  this  theory,"  says  Phillip  A. 
oger,  a  Washington  antitnist  lawyer. 
With  the  help  of  intemal  documents 
m  Staples  and  Office  Depot,  the  ftc 
icluded  that  office-supply  superstores 
TO  their  own  unique  market.  It 
itends  that  customers  don't  see 
im-and-pop  stationers — or  even 
il-Mart — as  substitutes  for  a 
iples.  If  Staples  were  to  raise 
ices,  shoppers  would  turn  to 
fice  Depot  or  OfficeMax,  in- 
!ad  of  the  corner  store,  ftc  of- 
ials  note  that  Staples'  Sternberg 
en  said  in  a  speech  in  August 
it  he  didn't  view  Wal-Mart  as  a 
Tipetitor.  What's  more,  tlu-ough 
jnometric  modeling  of  the  com- 
nies'  internal  data,  the  agency 
ind  that  Staples'  prices  were 
much  as  5%  to  15%  lower  in 
irkets  where  it  competed  with 


The  FTC 
argues  that 
superstores 
compete  only 
among 
themselves. 
The  agency 
"is  pushing 
into  new 
territory," 
says  one 
antitrust 
lawyer 


CATEGORY  KILLER: 
STAPLES  STORE 


Office  Depot  and  OfficeMax  than  where 
it  operated  alone. 

Calling  the  ftc's  view  "flat-out  naive," 
Stemberg  vowed  to  fight  in  court.  The 
prime  motivation  for  the  deal.  Staples 
executives  argued,  was  to  achieve 
greater  efficiency  which  would  lower 
prices — a  point  Staples  and  Office  Depot 
trumpeted  in  an  ad  campaign.  Staples 
and  Office  Depot's  combined  share  of 
office-product  sales  in  the  U.  S.  is  less 
than  6%,  they  point  out. 

To  dispute  the  ftc.  Staples  commis- 
sioned a  study  by  Jeny  A.  Hausman,  a 
finance  professor  at  Massachusetts  In- 
stitute of  Technology.  Hausman  claims 
the  ftc's  pricing  study  is  flawed  for  the 
same  reason  that  the  government's  old 


TOO  MANY  PRICEY  PAPER  CLIPS? 

The  Federal  Trade  Commission  worries  that,  because 
Office  Depot  and  Staples  both  have  stores  in  the  same 
areas  in  18  states  and  the  District  of  Columbia,  a  merger 
of  the  chains  would  reduce  competition  and  raise  prices. 
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inflation  index  was  flawed:  The  basket  of 
goods  used  to  measure  prices  was  not 
weighted  according  to  how  much  people 
actually  spend.  If  the  ftc  had  used  this 
method,  the  price  differences  in  com- 
petitive versus  noncompetitive  markets 
would  average  only  5%  to  6%,  Haus- 
man contends. 

Some  antitrust  specialists  agree  that 
the  ftc  will  have  trouble  justifying  its 
treatment  of  categoiy  killers  like  Staples 
as  a  separate  market.  The  ftc's  conclu- 
sion "seems  like  a  fairly  rigid  market 
definition  that's  going  to  be  fairly  diffi- 
cult to  prove  in  court,"  says  Kevin  J. 
Arquit,  former  director  of  the  ftc's  bu- 
reau of  competition  and  now  with  the 
New  York  law  firm  Rogers  &  Wells. 
William  E.  Kovacic,  who  teaches  an- 
titinst  law  at  George  Mason  University, 
says  the  ftc's  methodology  is  still  a 
prototyi^e  which  has  not  been  ftilly  test- 
ed in  the  courts. 

Still,  neither  Staples  nor  Office  Depot 
were  willing  to  wage  a  flat-out  court 
battle  to  prove  the  ftc  wi'ong.  To  avoid 
that,  Mark  J.  Mandel,  an  analyst  with 
Chicago  Corp.,  figau'es  that  Staples  set- 
tled for  a  price  that's  only  slightly  above 
inventory  value.  The  merger,  he  adds, 
would  mean  too  much  to  Staples  and 
Office  Depot  for  them  to  walk  away 
now.  "There's  way  too  much  to  gain  for 
Staples  but  particularly  for  Office  De- 
pot" in  reaching  a  deal  with  both  Office- 
Max and  the  FTC,  he  says. 
JUMPING  SHIP.  Office  Depot  is  especially 
vulnerable  if  the  merger  is  ultimately 
blocked.  In  the  six  months  since  the 
deal  was  announced  and  the  ftc  began 
its  review.  Depot  has  lost  more  than  a 
dozen  middle  managers  who  didn't  want 
to  wait  and  learn  of  their  post-mei'ger 
fates.  And  while  Depot's  overall  sales 
grew  in  1996,  its  operating  profit  has 
been  squeezed. 

Meanwhile,  OfficeMax  has  taken  ad- 
vantage of  the  situation  to  accelerate 
its  expansion.  It  now  has  moi'e  than  576 
stores,  no  debt,  and  $260  million  in 
cash.  And  with  the  Mar.  12  pro- 
posal, OfficeMax  would  gain  new 
markets  in  Baltimore,  Louisville, 
San  Diego,  Tampa/St.  Petersburg, 
and  WasMngton,  D.  C,  among  oth- 
ers. "While  Staples  and  Depot 
were  looking  ovei'  their  left  shoul- 
der to  see  if  we  were  in  the  pass- 
ing lane,  we  passed  them  on  the 
shoulder,"  says  Feuer.  That's  pre- 
cisely the  situation  Staples  and 
Office  Depot  have  been  trying  to 
prevent  all  along. 

By  Gail  DeGeorge  in  Miami, 
Catherine  Yang  in  Washington, 
and  Geoffrey  Smith  in  Boston 
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MEDICINE 


A  JOLT  OF  RELIEF 

FROM  PARKINSON'S  DISEASE 

Medtronic's  pacemaker-like  brain  implant  stops  the  shaking 


For  two  decades,  Howard  Zirkle 
fought  a  losing  battle  against 
Parkinson's  disease.  The  Minster 
(Ohio)  diesel  mechanic  was  forced  to 
retire  at  age  55  because  uncontrollable 
trembling  of  his  arms  and  hands  pre- 
vented him  from  steadying  a  screw- 
driver or  wTench.  At  home,  Zu-kle  need- 
ed his  wife's  help  to  button  his  shirt, 
pour  his  coffee,  and  brush  his  teeth. 
"It  was  very  embarrassing,"  says 
Zirkle,  now  72.  "I  would  walk  around 
with  my  hands  in  my  pockets  so  people 
wouldn't  see  the  shaking." 

These  days,  though,  Zirkle  says  he's 
getting  relief.  A  tiny  electrical  device 
implanted  in  his  brain  in  early  .Januaiy 
sends  a  pattern  of  rapid-fii-e  signals 
that  seem  to  override  signals  from 
the  hyperactive  nerve  cells  that 
cause  Zirkle's  tremors  (diagram). 
Called  Activa,  the  device  is  being 
tested  on  Zirkle  and  other  Parkin- 
son's patients  by  Minneapolis- 
based  Medtronic  Inc.,  a  leading 
supplier  of  heart  pacemakers. 
"We're  taking  oui'  electrical  stim- 
ulation therapy  and  using  it  for  dis- 
eases that  haven't  been  treated  in 
the  past,"  says  Medtronic  Chief 
Executive  Wilham  W.  George. 
BIG  PLANS.  Now,  Activa  may  come 
into  witlespread  use.  A  Food  &  Ding 
Administration  panel  was  expected  to 
I'ecommend  approval  of  the  device  on 
Mar  14.  To  bolster  its  case 
Medtronic  submitted  raves 
from  Zirkle  and  other  pa- 
tients. "I'm  eating  with  a 
fork  like  I  did  20  years  ago," 
crows  Zii-kle.  "And  I  can  fill  a 
cup  of  coffee  without  spilling  a  drop." 

Medti'onic,  which  successfully  laiuiched 
Activa  in  Europe  in  1995,  has  big  plans 
for  the  product  in  the  U.  S.  An  estimat- 
ed 2  million  Americans  suffer  from 
Parkinson's  and  related  illnesses  such  as 
Essential  Tremor  According  to  the  Na- 
tional Institutes  of  Health,  the  diseases 
cost  Americans  $6  billion  a  vear  in  med- 


icine and  treatment.  Medtronic  expects 
U.  S.  sales  to  hit  about  10,000  annually 
within  five  years.  At  $10,000  per  Activa, 
that  would  amount  to  $100  million  in 
annual  sales  for  $2.4  billion  Medtronic 
(No.  31  on  the  new  business  week  50 — 


TAMING  TREMORS 

Medtronic's  Activa  quells  shaking  caused  by 
Parkinson's  disease  and  other  illnesses.  A  PULSE 
GENERATOR  resembling  a  heart  pacemaker  is 
surgically  implanted  near  the  collarbone.  It  sends 
electrical  impulses  through 
a  WIRE  tunneled  beneath 
the  skin  to  a  LEAD 
anchored  to  the 
skull.  The  lead  is 
inserted  in  the 
brain's  THALAMUS 
and  seems  to 
block  or  override 
brain  signals  that 
cause  tremors. 
Patients  use  a 
handheld  magnet  to 
turn  the  stimulator 
off  to  conserve 
batteries  during 
sleep. 


page  91).  "It  proves  that  Medtronic's 
outlook  is  blight  beyond  pacemakei-s  and 
defibrillators,"  says  Gregoi-y  J.  Simpson, 
an  analyst  with  A.  G.  Edwards  in  St. 
Louis. 

Activa  does  have  drawbacks.  It's  fiiUy 
effective  against  Essential  Ti'emor,  but 
alleviates  only  one  symptom  of  Parkin- 
son's: the  tremors.  Left  untreated  are 


rigidity  in  the  hmbs  and  joints,  slo' 
ness  in  movement,  and  impaii'ed  balan 
and  coordination.  Also,  because  implai 
ing  Activa  involves  bi-ain  siu'geiy,  ther 
the  risk  of  hemorrhaging  and  strok( 
Potential  side  effects,  while  general 
mild,  can  include  tingling  in  the  liml 
sliured  speech,  shght  paralysis,  and  lofeu: 
of  balance. 

"FRUSTRATING."  Essential  Ti-emor  ai 
Parkinson's  occur  when  there  is  a 
generation  of  neurons  that  maJ 
dopamine,  a  substance  that  enables  coi  alK 
munication  among  the  hrain  cells  involv  p 
in  the  control  of  movements.  The  r  teati 
duced  level  of  dopamine  damages  tho  iiia! 

brain  cells.  Neurologis  f\ 
are  largely  dissatisfl(  to' 
with  the  progress  the/i  nil! 
made  in  treating  the  di  ooiii 
ease.  Companies  are  e:  »p( 
perimenting  with  a  vai  kn 
ety  of  approaches,  fro  lo[ 
gene  therapy  to  tran 
plants  of  neui'ons  fi'om  f  t 
tal-pig  brains.  "This  hi  iid 
been  an  incredibly  fru  n 
trating  illness  to  treat  mii: 
says  Dn  Jean  M.  HubbI  nc 
dii-ector  of  the  Pai-kinson  m 
Disease  Center  at  Ohi  m 
State  Univei"sity,  who  paj  »ii 
ticipated  in  the  FDA's  A(  ] 
tiva  trials.  "That's  wh  ite 
Medtronic's  technology  i  a« 
so  remarkable."  ji] 
In  atldition  to  using  A(  lef 
tiva,  Medtronic  is  attacl  k 
ing  Parkinson's  with  Syr  ai 
chi  oMed,  its  cbiig-infiisio  ap 
system.    Working   wit  u 
biotech  drugmaker  Am  gf 
gen  Inc.,  it  is  developing  H 
way  to  use  SynchroMei  i 
to  deliver  Amgen's  nerve  iy 
gi-owth  factor  to  brail  in 
cells.  The  companie  u 
are  hoping  that  wilit 
reduce  the  degenerajl 
tion  of  dopamine-pro 
ducing  cells. 
But  it's  Activa  and  other  electrica 
stimulators  that  have  Medtronic  exec 
utives  most  excited.  On  the  list  foi 
development:  pacemaker-based  devices 
for    incontinence,    sleep  disorders! 
and  obesity.  A  few  well-timed  electri- 
cal jolts,  it  seems,  can  work  medica 
miracles. 

By  Ron  Stodyhill  II  i>i  Chicagt 


Sufferers  of  incontinence,  sleep  disorders,  and  obesity 
may  someday  benefit  from  electrical-pulse  technology 
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COMMENTARY 

By  Howard  Gleckman 

CAMPAIGN  MONEY:  NOW  EVERYBODY  IS  IN  A  GUSS  HOUSE 


In  Feb.  27,  Senate  Majori- 
ty Leader  Trent  Lott  (R- 
Miss.)  took  a  break  from 
ashing  President  Clinton's 
ind-raising  foibles  to  sign  a 
ttei-.  For  just  $5,000,  the  sen- 
1  ;or  wrote,  business  execu- 
ves  could  join  the  Presiden- 
al  Roundtable,  one  of  many 
rganizations  that  the  GOP  has 
reated  to  raise  money  for 
enate  candidates. 
What  would  donors  get  for 
leir  $5,000?  Lott  couldn't  sell 
night  in  the  Lincoln  Bed- 
oom,  but  he  could  offer  access 
0  poweiful  pols:  "Our  Spring 
'orum  [will]  give  you  plenty 
f  opportunity  to  share  your 
lersonal  ideas  with  some  of 
'ur  top  Republican  leaders." 
^nd,  Lott  warned,  "by  failing 
0  act  today,  you  could  lose  a 
mique  chance  to  be  included 
n  cuiTent  legislative  policy  de- 
)ates  that  will  affect 
^our. .  .business  for  many  years  to 
;ome." 

That  pitch  explains  why  the  Sen- 
ite  Republican  leader  and  scores  of 
awmakers  in  both  parties  remain 
mplacable  foes  of  campaign-finance 
■eform.  Nearly  every  day,  some  De- 
nocratic  or  Republican  campaign 
!ommittee  grinds  out  fimd-raising 
ippeals  similar  to  Lott's.  The  sleazy 
noney  chase  never  ends — in  Con- 
gress or  the  White  House.  And  while 
;he  Democrats  have  polished  their 
skills  lately,  the  GOP  still  raised  near- 
y  $20  million  more  in  party  money 
n  1996. 

JVST-MINUTE  REVERSAL.  For  a  while, 
t  looked  as  if  Lott  &  Co.  would  have 
t  both  ways.  They  could  express 
)utrage  at  White  House  fund-raising 
ibuses  while  opposing  meaningful  re- 
brms.  However,  that  all  changed  on 
Vlar.  n.  Republicans  had  generated 
;o  much  heat  over  Clinton's  money 
yrah  that  they  could  no  longer  limit 
;he  congi'essional  campaign-finance 
Drobe.  Polls  show  that  the  public  is 
[ust  as  disgusted  with  the  gop's  role 
n  the  shameful  system.  So,  hours  be- 
fore the  Senate  was  to  vote  for  a 
;ightly  focused — and  partisan — in- 
quiry into  White  House  practices. 
Republican  lawmakers  gave  in  to  de- 
mands for  a  look  at  the  whole  mess. 
Is  this  one  of  those  rare 


THOMPSON:  His  hearings  may  sliatter  GOP  windows,  too 

Capraesque  moments  when  the  voice 
of  the  little  guy  gets  through  to 
Washington?  It  could  be.  Senate 
Governmental  Affairs  Committee 
Chairman  Fred  Thompson  (R-Tenn.) 
now  has  broad  latitude  to  hold  hear- 
ings that  could  give  the  public  a 
glimpse  of  how  pei-vasive  the  money 
madness  is.  And  this  investigation 
could  turn  up  the  heat  for  serious  re- 
form. That's  the  last  thing  Lott  and 
his  allies  want.  But  it  is  exactly  what 
is  needed.  The  hearings  would  "pull 
back  the  curtain  on  all  these  ques- 
tionable practices,"  says  Bill  Hogan, 
director  of  investigative  projects  at 
the  nonpartisan  Center  for  Public 
Integiity. 

Until  the  last-minute  reversal, 
Lott  had  tried  to  limit  Thompson's 
investigation  to  just  illegal  activi- 

"  By  failing  to  act  today, 
you  could  lose  a  unique 
chance  to  be  included  in 
current  legislative  policy 
debates  that  will  affect 
your. . . business. " 

TRENT  LOn 

Letter  to  prospective  donors,  Feb.  27 


ties.  Under  those  gi'ound 
rules,  little  of  what  out- 
rages the  public  would 
ever  have  gotten  a  full 
airing.  Clinton's  now-infa- 
mous White  House  cof- 
fees and  Vice-President 
Al  Gore's  phone-a-thon 
were  probably  legal.  So 
are  solicitations  such  as 
the  ones  Lott  sent  out 
last  month. 

LEGAL  SLEAZE.  However, 
just  because  it's  legal,  it 
isn't  necessarily  good  gov- 
ernment. The  most  egre- 
gious of  the  legally  per- 
missible abuses  revolve 
around  the  "soft  money" 
that  helps  politicians  skirt 
the  limits  on  campaign  do- 
nations. These  dollars  os- 
tensibly go  to  pohtical 
parties  for  general  pur- 
poses— but  the  funds  are 
really  funneled  to  candi- 
dates for  President  and  Congress.  In 
1996,  nearly  $260  million  was  raised 
in  this  mannei-,  three  times  the 
amount  that  was  collected  in  1992. 
Says  retiring  Senator  John  Glenn  (D- 
Ohio):  "The  problem  is  not  just  what 
pohticians  do  that  is  illegal.  It  is 
what  politicians  do  that  is  legal  that 
is  an  equal  scandal." 

Now  the  public  will  get  an  oppor- 
tunity to  leam  more  about  that  real 
scandal:  the  pervasive  coiTuption  of 
the  campaign  system.  Republicans 
will  get  their  hearings  laying  bare 
the  fund-raising  practices  of  the  CUn- 
tonites.  And  reformers  in  both  par- 
ties will  be  able  to  show  voters  how 
members  of  Congi'ess  shake  their 
own  money  trees. 

Senate  gop  fund-raiser-in-chief 
Mitch  McConnell  (R-Ky.)  says  that 
giving  money  is  a  First  Amendment 
right,  and  he  insists  he's  proud  of  all 
the  big  bucks  he  has  dug  up.  But 
one  wonders  how  boastful  the  sena- 
tor will  be  when  he  and  others  who 
share  his  views  are  in  fi'ont  of  the 
television  cameras  trying  to  explain 
it  all  away  to  an  angi-y  public.  It'll  be 
quite  a  show — one  that  may  be  the 
catalyst  for  refonns  these  pols  hope 
never  to  see. 

Gleckman  follows  political  and 
economic  trends  in  Washington. 
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TRANSPORTATION 


A  SMALL-JET  DOGFIGHT 
OVER  TEXAS 

Mesa  and  Legend  target  regional  business  travelers 


There  are  no  baggage  carousels  or 
secui'ity  systems  at  Fort  Worth's 
Meacham  International  Airport — 
there  has  been  no  commercial  passenger* 
service  for  almost  a  decade.  And  the 
Flight  Line  Cafe  recently  closed.  But 
starting  on  May  5,  Mesa  Airlines  Inc. 
hopes  to  turn  this  aging  aii-field — about 
15  miles  ft'om  the  Ameiican  Aii-lines  Inc. 
megahub  at  the  Dallas-Fort  Worth  In- 
ternational Airport — into  a  thriving  des- 
tination served  by  a  new  breed  of  small 
jets.  "It's  the  single  most  e.x citing  ex- 
periment in  the  regional  airline  indus- 
tiy,"  says  analyst  Samuel  C.  Buttrick  of 
PaineWebber  Inc. 

Mesa  is  bringing  the  regional-jet  rev- 
olution to  American's  doorstej) — and  at  a 
critical  moment.  Regional  jets  make  it 
possible  for  cai'riers  to  replace  turbo- 
props  with  more  fi-equent  jet  sei-vice  and 
to  add  dii-ect  flights  on  some  tliinly  trav- 
eled routes — Dallas  to  Boise,  for  in- 
stance— that  now  recjuire  passengers  to 
use  connecting  or  one-.stop  flights  thimigh 
major  airline  hubs. 

JUMP  START.  Regional  jets  are  also  at 
the  heai't  of  the  contract  dispute  be- 
tween American  Airlines  and  its  pilots. 
One  issue  that  led  to  the  brief  Feb.  15 
strike  is  American's  plans  to  fly  the 
same  kind  of  50-seat  jets  that  Mesa  will 
bring  to  Meacham.  The  union  wants  its 
pilots  at  the  controls — not  lower-paid 
AMR  Eagle  commuter  pilots.  American 
planned  to  resume  talks  with  the  pilots' 
union  on  Mar.  14  and  is  awaiting  input 
fi'om  a  Presidential  Emergency  Boaixl. 

While  American  and  its  pilots  bat- 
tle, some  smaller  airlines  are  getting  a 
jump  on  the  nation's  No.  2  canier.  Mesa, 
part  of  Mesa  Aii-  Group,  based  in  Fann- 
ington,  N.  M.,  is  treading  where  two 
other  startup  carriers  failed  in  the 
1980s.  But  Petei-  Otradovec,  president 
of  Mesa's  Fort  Woith  operation,  argues 


that  those  predeces- 
sors were  undercapi- 
talized and  using  un- 
popular turboprops. 
Mesa  intends  to  have 
10  new  Canadair  re- 
gional jets  fr"om  Bom- 
bardier Inc.  in  service 
at  Meacham  within  a 
year,  with  60  daily 
flights  within  Texas. 
"The  regional  jet  is 
really  what  makes  the 
market  for  us,"  says 
Otradovec,  who  adds 
that  Mesa  can  break 
even  at  about  61%  of 
capacity.  But  Mesa's 
wings  have  been 
clipped  for  now.  Its 
lease  with  Fort  Worth 
prohibits  interstate  flights.  Mesa  in- 
tends to  fight  that  restriction. 

In  addition  to  Mesa,  there  is  upstart 
Legend  Airlines,  which  aims  to  start 
service  this  fall  at  Dallas'  Love  Field, 
home  of  Southwest  Airlines  Co.  Leg- 
end is  considering  using  regional  jets 
to  fly  to  such  cities  as  Biu'banlv,  Cliicago, 
and  Kansas  City. 

Backed  in  part  by  the  Piitzker  family 
of  Chicago  and  Dalfort  Aviation  CEO 
Bmce  Leadbetter,  Legend  aims  to  draw 
business  travelers  who  would  rather  not 
make  the  trek  to  Ameiican's  hub.  At  the 
same  time.  Legend  would  be  protected 
from  direct  competition  with  Southwest, 
thanks  to  the  so-called  Wright  Amend- 
ment. That  federal  law  prohibits  most 
passenger  service  from  Love  beyond 
Texas  and  the  foiu*  contiguous  states. 

But  the  law  includes  an  exception  for 
planes  with  56  seats  oi'  less,  wliich  Leg- 
end believes  would  include  the  regional 
jets  it  plans  to  use.  Tlie  aiiiine  is  also  ar- 
guing with  the  Ti'ansportation  Dept.  for 


A  CANADAIR  AT 
BOMBARDIER'S 
MONTREAL  HANGAR 


the  right  to  use  McDonnell  Doug! 
Corp.  DC-9S  or  Boeing  Co.  737s  reconfi; 
ui'ed  for  56  seats.  "A  little  competitic 
would  be  good  for  American,"  says  ' 
Allan  McArtoi-,  Legend's  ceo  and  an  e: 
Federal  Aviation  Administration  officij 

Neither  Ameiican  nor  Southwest 
panicking.  Southwest  still  boasts  low( 
costs,  and  American  could  mount  legi 
challenges  to  the  interlopers.  Says  or 
regional  airline  exec:  "If  I  rank-ordere 
every  possible  opportunity  [for  region; 
jets],  Meacham  wouldn't  even  be  at  th 
bottom  of  the  list." 

And  nobody  expects  American  t 
wait  to  respond.  "[CEO  Robert  L.]  Crai 
(lall  isn't  just  going  to  sit  there  and  le 
Mesa  capture  his  loyal  frecjuent  fliers 
says  analyst  William  L.  Wrightson  c 
Alex.  Brown  &  Sons.  American  coul 
add  jet  capacity  to  routes  rivals  enter  o 
beef  up  frequent-fliei-  pei"ks.  Wliateve 
happens,  this  will  be  only  the  first  c 
many  skiiTnishes  in  the  regional-jet  wai 
By  Wendy  Zellner  in  Dalla 


COOD^BYE 
TURB0PROPS 

What's  new:\ 
Powerful  jets  that 
don't  need  to  go 
through  hubs 


MESA  AIRLINES  Service 
from  Fort  Worth  set  for  May  5. 
Within  a  year,  plans  to  have 
10  Canadair  50-seat  jets.  Tar- 
geting business  travelers  with 
a  nearby  airport,  low  fares, 
and  frequent  service — only 
within  Texas  for  now. 


LEGEND  AIRLINES  Will  use 
regional  jets  and/or  DC-9s  or 
Boeing  737s  cut  to  56  seats 
to  fly  to  spots  not  directly 
served  by  Southwest.  Flights 
from  Dallas'  Love  Field  target 
business  travelers  set  for  Bur- 
bank,  Chicago,  and  Kansas  City. 


AMERICAN  AIRLINES  Its 

regional-jet  plans  are  currently 
entangled  in  contract  negotia- 
tions with  its  main  pilots' 
union.  American  pilots  want 
their  own  union  members — not 
American  Eagle  commuter 
pilots — to  fly  the  small  planes. 
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We  Can  Help  You  Run  Your  Empire. 
(All  1900  Square  Feet  Of  It.)  If  you  have  your 


own  business,  you  should  have  a  MasterCard  BusinessCard." 

MasterCard, 

I  BusinessCard  f^^^x 

It's  accepted  at  three  times  as  many  places    shis  345b  13=10  jl 

0000  K  K 

s*Nor  custR 

KfiVflED  «H£EIS,  INC 

as  the  American  Express'  Corporate  Card,  to  meet  more  of 


your  business  needs.  Plus,  you'll  get 


primary  car  rental  insurance  and 


medical  coverage  with  a  MasterCard 


BusinessCard.  (Amex  won't  give  you  that.) 


But  the  best  part  is,  when  your  bill  comes,  you  decide  how  much  of 


it  you're  going  to  pay  off  that  month.  Hey,  you're  the  boss. 


For  iiiorc  iiijoniiatioii,  call  MasterCard  Iiifcniafioiial at  I- HOO-7 27-8825  or  I'isit  us  at  http: //unini'.inastcrcani.com. 


COMMENTARY 

By  Amy  Barrett 


POLITICS  SHOULDN'T  RULE  THE  AIRWAVES 


President  Clinton's  call  on  Mar. 
11  for  free  television  airtime  for 
candidates  was  great  political 
theater.  Under  pressure  from  the 
campaign-finance  scandal,  the  Presi- 
dent now  wants  the  nation's  broad- 
casters to  cough  up  that  TV  time  in 
exchange  for  receiving  a  free  sec- 
ond television  channel.  The  Federal 
Communications  Commission  is 
awarding  broadcasters 
the  new  channels  to 
begin  the  transition 
from  the  current  analog 
television  system  to 
advanced  digital  TV. 

Clinton's  free-airtime 
proposal  may  be  a  smart 
political  move.  But  it's 
hardly  good  policy.  Be- 
cause few  in  Washington 
had  the  will  to  take  on 
the  powerful  broadcast- 
ers and  force  them  to 
pay  up  front  for  the  new 
spectrum — which  is  esti- 
mated to  be  worth  up- 
wards of  $70  billion — 
pols  are  now  trying  to 
win  some  other  political 
concessions  after  the 
fact.  And  there's  the 
problem  in  a  nutshell:  In- 
creasingly, lawmakers 
and  policymakers  in 
Washington  are  viewing 
the  spectrum  as  a  quick 
fix  for  political  problems, 
ranging  from  the  campaign-finance 
mess  to  the  hole  in  next  year's  fed- 
eral budget.  But  this  airwave  capaci- 
ty, used  to  carry  everything  from  TV 
signals  to  cell-phone  calls,  is  a  valu- 
able national  resource  that  should  be 
managed  according  to  sound  policy, 
not  political  imperatives. 
UNDER  THE  GUN.  Congress,  the  Ad- 
ministration, and  the  FCC  should 
stick  to  the  four-year-old  system  of 
auctioning  spectrum  off  to  the  high- 
est bidder.  And  the  FCC  should  give 
the  buyers  even  more  flexibility  for 
finding  the  best  use  for  it.  Auctions 
with  few  strings  attached  can  spark 
innovation  wh;le  putting  spectrum 
into  the  hands  of  the  people  who 
value  it  the  most  and  adequately 
compensating  taxpayers  for  its  use. 


Auctions  done  in  a  rushed  manner 
simply  to  raise  money,  in  contrast, 
can  lead  to  the  squandering  of  a 
valuable  asset.  Mandating  airwave 
sales  based  on  a  deadline  for  elimi- 
nating the  federal  deficit  means  less 
consideration  is  given  to  selling 
those  assets  at  the  best  time  to  gar- 
ner the  best  price.  That  sort  of  ap- 
proach is  already  creating  headaches 


The  spectrum  giveaway  is  a  missed 
opportunity — and  the  big  loser  is 
ultimately  the  consumer 

NETWORKS  ARE  ALREADY  WARNING  OF  DELAYS  IN  DIGITAL  TV 


at  the  FCC.  Under  last  year's  catch- 
all appropriations  bill,  the  agency  is 
under  the  gim  to  sell  off  another 
chunk  of  spectrum  space  for  wireless 
communications  by  Apr.  15.  Problem 
is,  that  deadline  has  left  little  time 
for  potential  bidders  to  study  what 
they  can  do  with  that  airwave  capac- 
ity or  to  raise  capital  to  bid  in  the 
auction.  Now  FCC  officials  are  wor- 
ried the  auction  could  be  a  bust. 

It's  also  risky  to  treat  revenue 
ft-om  future  auctions  as  money  in  the 
bank.  The  Wliite  House  is  banking 
on  future  spectrum  sales  to  generate 
$47  biUion  in  revenue  by  2002.  That 
calculus  is  based  on  a  convoluted 
scheme  in  which  the  government 
auctions  the  original  analog  channels 
in  2002  but  doesn't  hand  them  over 


to  their  new  owners  until  2006.  But 
industry  experts  warn  that  many 
Americans  may  want  to  use  old  ana- 
log sets  well  into  the  next  century. 
That  could  delay  indefinitely  the  re- 
turn and  auction  of  that  original 
channel — and  give  the  broadcasters 
a  chance  to  use  the  extra  "transi- 
tional" bandwidth  indefinitely. 
Indeed,  the  requirement  that 

broadcasters  return  the 
original  analog  channel 
creates  a  perverse  in- 
centive to  delay  the  dig- 
ital transition.  It's  no 
surprise  that  the  net- 
works are  now  warning 
that  digital  TV  won't  be 
widely  available  for 
years.  In  the  meantime, 
broadcasters  can  use 
their  extra  capacity  to 
offer  services  such  as 
paging  or  data  deliv- 
ery— if  they  pay  the 
government  an  extra  fee 
for  the  privilege.  If 
broadcasters  had  been 
forced  to  pay  for  their 
spectinam  up  front,  no 
such  strings  would  have 
been  attached.  "We  are 
taxing  innovation,"  says 
James  L.  Gattuso,  vice- 
president  for  policy 
development  at  con- 
servative advocacy 
group  Citizens  for  a 
Sound  Economy.  "So  spectrum  could 
be  wasted." 

If  auctions  are  done  properly, 
they  allow  the  m.arket  to  find  the 
best  use  of  spectrum.  Who  says 
that  television  is  best  for  those  pre- 
cious frequencies,  anyway?  Given 
that  TV  is  often  received  via  cable 
and  satellite,  perhaps  those 
frequencies  could  be  used  better  for 
other  services. 

It  may  be  too  late  to  stop  the 
spectrum  handout  to  broadcasters. 
But  Washington  poUcymakers  still 
have  time  to  make  sure  the  rest  of 
this  national  treasure  is  managed 
responsibly. 

Barrett  covers  telecommunications 
in  Washington. 
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most  THOROUGH  f 

RESEARCH  j 

when  managing  | 

Investments.  I 

But  we're  still  I 

LodKCNG  into  it.  1 


CALt  US  COMPULSIVE.  BuT  when  billions  of  dollars  are  on 
the  line,  we  like  to  know  what  we're  getting  into.  So  when 
considering  stocks  and  bonds  fbrone  of  our  mutual  funds 
or  institutional  portfolios,  we  take  a  cold,  hard  look.Wfi 
see  research  as  its  own  unique  discipline.  Putnam 
research  analysts  have  years  of  experience.  Many  of 
them  have  worked  for  companies  in  the  industries  they 
now  cover.  We  look  at  thousands  of  domestic  and 
international  companies.  iN  fact,  we're  one  of  the  only 
firms  with  the  resources  to  do  in-depth  research 
worldwide.  Which  demonstrates  that  a  true  benefit  of 
size  is  capability.  OuR  analysts  create  long-range 
projections  for  every  company  they  investigate.  Each 
one  with  a  level  of  detail  alrrtost  unheard  of  in  our 
business.  It's  a  lot  of  work  when  you  offer  over  90 
mutual  funds.  Last  year,  our  analysts  visited  over  4,00a 
individual  corripanies, most  of  theni  several  times.  So  it's 
no  surprise  that  our  research  has  failed  to  locate  one  thing. 
Another  firm  more  serious  about  research  than  we  are. 
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For  more  informacion  about  the  Putnam  Family  of  Funds,  induding  investment  policies,  charges,  and  e^qjenses,  ask  your  finarici^l  advisor  fc/  a  fritt  prof tx'f  'n' 
Please  read  ihe  prospectus  careMy  before  you  invest  or  send  money .  Putnam  Mijcull  Funds  Corp.,  M 
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MEDIA 


CAN  TCI  LAUNCH 

ITS  SATELLITE  STRATEGY? 

Direct-broadcast  hopes  hinge  on  taking  over  Primestar 


For  a  decade,  Tele-Communications 
Inc.  CEO  John  C.  Malone  relied  on 
the  deahnaking  skills  of  mergers- 
and-acquisitions  head  Gaiy  S.  Howaixl 
to  snap  up  cable  systems  aci-oss  the  U.  S. 
That  made  TCi  a  giant.  Now  Malone  is 
counting  on  the  45-year-old  Howard  to 
make  TCi  a  player  in  satellite  tv,  too. 

Tliis  could  be  the  toughest  deal  yet  for 
Howard,  now  president  and  CKO  of  TCi 
Satellite  Entertainment  Inc.  Tlie  compa- 
ny's main  asset  is  a  21%  stake  in  the 
market-lagging  Primestar  system,  which 
is  owned  in  partnership  with  five  other 
companies,  including  Time  Wamer  Ca- 
ble and  General  Electric.  Howard's  pro- 
posed deal:  to  put  Primestar  under  one 
roof — his  own.  He  is  negotiating  with 
the  other  owTiers  to  acquire  the  balance 
for  $1.1  billion  in  cash,  assumed  debt, 
and  TCI  Sat  stock.  But  the  partners,  re- 
luctant to  cede  control,  have  been  drag- 
ging theii'  heels.  Also,  T(  'i  Sat  stock  is  off 
.50%  ft'om  a  peak  of  19  last  November 
when  it  began  trading  on  a  when-issued 
basis,  before  the  operation  was  spun  off 
to  TCI  shai-eholdei-s.  That  altei-s  the  deal's 
math  considerably. 

If  he  g;iins  control,  Howard  will  tack- 
le a  bigger  problem:  getting  Primestar, 
which  ah'ea^ly  trails  mai'ket  leader  Dii"ec- 
TV,  into  a  higher  orbit  before  the  on- 
slaught of  Rupert  Murdoch.  Primestar 
has  just  1.7  million  subscribers  compai'ed 


with  2.5  million  for  DirecTV.  Miu'doch  is 
now  jumping  in  with  a  $1  billion  invest- 
ment by  his  News  Coi-p.  in  EchoStar, 
which  will  relaunch  as  Sky — a  system 
that  will  eventually  have  seven  satellites 
and  provide  500  channels  of  premium 
sports,  movies,  and  local  channels. 

Part  two  of  Howard's  strategy  is 
launching  a  second  sei^vice  called  Cable- 
Plus.  Unlike  Primestar,  which  is  geared 
to  viewers  who  can't  get  cable  tv,  Cable- 
Plus  is  a  supplement  for  cable  sub- 
scribei's — primarily  the  20  milHon  or  so 
using  systems  with  only  30  to  40  chan- 
nels. Howai'd  hopes  cable  companies  will 
sell  CablePlus  to  keep  those  customers 
fi'om  defecting  to  DirecT\'  or  Sky. 

Negotiations  to  unify  Primestar  un- 
dei-  TCI  Sat  ai-e  expected  to  be  co7Bpleted 
by  tliis  summer,  says  Primestar  CEu  Jim 
Gray.  Howai'd  warns  that  "there  ai'e  stiU 
a  million  miles  of  papei'work  ahead  of 
us."  But  the  logic  for  merger  is  in- 
escapable. Today,  Primestar  is  a  "multi- 
headed  monster,"  says  Washington  satel- 
lite consultant  Michael  Alpert.  Daniel 
O'Brien,  head  of  Time  Warner  Inc.'s 
satellite  unit,  agTees:  "Tliere  are  many 
points  of  redundancy." 

News  Coip.'s  sateOite  move  could  even 
be  a  plus  for  dealmaker  Howard:  The 
thi'eat  of  Murdoch  should  encoui'age  the 
Piimestai'  paitners  to  listen  to  TCi's  plan. 
By  Eric  Schine  in  Los  Angeles 


COMPUTERS 

PARTNERS  OR 
PARASITES'? 

Apple's  talk  of  hiking  doner 
fees  alarms  needed  allies 


Given  the  steady  decline  in  Apj 
Computer  Inc.'s  fortunes,  y 
would  think  it  would  do  everythi 
it  can  to  hold  on  to  allies.  Among  t 
most  steadfast  have  been  the  comj 
nies  that  have  built  businesses  arou 
Mac  clones.  In  recent  months,  it  h 
been  their  machines — not  Apple's — tl 
have  slowed  the  Mac's  market-sha 
slide.  But  Apple  management,  alwa 
ambivalent  about  the  clone  stratef 
has  been  considering  a  big  hike  in 
censing  fees  that  would  make  clone 
less  competitive.  "The  doners  are  ju 
parasites,"  a  top  Apple  official  said  inL 
Mar.  4  interview.  "They're  just  sucki: 
the  blood  out  of  the  market.  I'm  all  i 
licensing,  but  get  a  reasonable  amou 
of  money." 

An  outcry  from  clonemakers  promj 
ed  Apple  to  reconsider  draconi; 
changes  in  licensing  fees.  But  the  ii 
pulse  to  lash  out  at  the  clones  ecu 
cause  permanent  damage  by  promptii 
clonemakers  to  accelerate  plans  to  e 
pand  into  the  so-called  Wintel  ma 
ket — PCS  based  on  Intel  Corp.  chij 
and  Microsoft  Corp.'s  Windows  sof 
ware.  On  Mar.  9,  umax  Database  Sy 
tems  announced  a  Pentium  PC  aim^ 
at  Mac  strongholds  in  publishing 
and  gi-aphics.  Power 

''"Ir^"'" CLONE  POV\ 

eiiective  Mac  cru- 
sader, is  gearing  up  n 
for  a  major  Wmtel 
push,  too. 

It's  easy  to  see 
why  Apple  now  re- 
sents the  clones. 
Rather  than  devel- 
oping new  markets, 
they  took  share 
from  Apple  itself. 
That  stings  at  a 
time  when  Apple  is 
hitting  new  lows. 
Losses  could  exceed  $600  million  thi 
quarter,  and  on  Mar  14,  the  compan, 
was  e.xpected  to  announce  a  huge  layofj' 
Fatter  licensing  fees  may  help  shorl 
term,  but  at  a  steep  price:  the  loss  cl 
allies  that  can  help  assure  the  Mac' 
long-term  survival. 

By  Peter  Burrows  in  San  Francisc' 


CLONEMAKERS' 
SHARE  OF 
MACINTOSH  ■ 
MARKET 
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EX  END 


reach 

so  you  always  have  your  most  important  information. 


You  have  a  need —  to  update,  to  enter,  to  access  your 
information,  and  all  away  from  your  PC.  The  new  PalmPilot" 
connected  organizer  is  how  you  do  it.  PalmPilot  puts  contacts,  e-mail, 
schedules,  right  in  your  hand.  And  HotSync"  technology  lets  you 
synchronize  that  data  with  your  PC.  PalmPilot  is  the  one  link  to  your 

most  important  information.  Anywhere. 

Optional  links  are  available  to  Schedule+,  Lotus  Organizer, 
Symantec  ACT!,  Ascend  97,  and  others  (sold  separately). 

Call  1-800-881-7256  ext.  50  or  visit  our  web  site  at 
http://www.usr.com/palm  for  the  PalmPilot  retailer  nearest  you. 

•  The  average  U  S  ^rteet  price  lor  PalmPilot  Personal  Edilion  is        The  average  U  S  sireel  price  lor  PalmPilol  Prolessional  Erlilion  is  $399  Palr^Pilol 
MacPac.  requirerJ  tor  Macrntosh  conneclrvrly,  rs  sold  separately  Some  features  mav  not  be  supported  on  Wacrntosh  ©  1997  U  S  Robotrcs  All  rrghts 
reserved  U  S  Robotrcs  and  the  U  S  Robotrcs  logo  are  regrstered  trademarks  and  HotSync.  PalmPrlot  and  the  PalmPrlol  logo  are  trademarks  ol 
U  S  Robotrcs  and  rts  subsidtarres  All  other  brands  and  prodoct  names  are  trademarks  or  regrstered  trademarks  of  therr  respectrve  holders 


Palm  Pilot 


PalmPilot  Personal  $299* 

Backlit  display  for 
low-light  viewing 

Instantly  syncs 
data  with  your  PC 

Easy  expense  tracking 

Stores  thousands  of  entries 

User  upgradeable 

to  Professional  Edition 


PalmPilot  Professional  $399* 

All  PalmPilot  Personal 
features  plus: 

Pocket  e-mail 

Internet  ready 
(TCP/IP  support) 

Twice  the  memory 
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ENTERTAINMENT 


CAN'T  WAIT  TILL  SUMMER?  NEITHER  CAN  HOLLYWOOD 

The  studios  are  jumping  the  gun  in  a  year  of  titanic  expectations 


Time  was  when  it  was  next  to  im- 
possible to  find  a  Hollywood  block- 
buster opening  between  Chiistmas 
and  Memorial  Day.  But  that  was  before 
Hollywood  budgets  reached  their  cur- 
rent stratospheric  levels. 

These  days,  the  major  studios  seem 
hell-bent  on  producing  the  most  expen- 
sive movies  they  can. 
How  else  can  one  ex- 
plain paying  Arnold 
Schwarzenegger  $1  mil- 
lion a  minute  for  his  25- 
minute  performance  in 
the  new  Batman  and 
Robini  Indeed,  Holly- 
wood is  spending  so 
much  on  so  many 
movies  that  some  mar- 
ginal but  piicey  flicks — 
those  costing  over  $60 
million — are  dropping 
out  of  the  summer 
blockbuster  parade  in 
order  to  avoid  being 
trampled.  That's  why 
you're  seeing  summer 
fare  at  the  local  12-plex 
long  before  the  first 
signs  of  spring. 
"BIG  FISH."  "You  could 
argue  that  summer 
really  started  on  Martin 
Luther  King's  Birth- 
day," says  Walt  Disney 
Motion  Pictures  Chairman  Richard  W. 
Cook.  The  I'e-release  of  Star  Wars  has 
grossed  more  than  $130  miUion.  Dante's 
Peak,  which  opened  Feb.  7,  brought  in 
$58  million  and  could  break  even  once 
overseas  and  video  revenues  come  in. 

Other  blockbuster  films  originally 
scheduled  for  summer  but  opening  this 
spring  include  Columbia  Pictures'  trou- 
ble-plagued The  Devils  Own,  starring 
Harrison  Ford  and  Brad  Pitt;  Jim  Car- 


SPRING  FEVER 

Movie  studios  used  to  plan  to 
release  movies  with  budgets 
over  $100  million  in  the  sum- 
mer and  yearend  holidays.  Now, 
summer  movies  start  in  spring. 

6 

1996 

NUMBER  OF 
RELEASES  - 


rey  as  a  lawyer  who  can't  lie  in  Uni- 
versal Pictures'  Liar,  Liar;  and  The 
Saint,  from  Paramount  Pictures  Corp., 
starring  Val  Kilmer  Each  carries  a 
hefty  price  tag,  with  The  Devil's  Own 
and  The  Saiitt  each  costing  more  than 
$80  million.  The  reasoning  behind  the 
new  schedules,  says  Phil  Gai-finkle,  pres- 
ident of  international 
services  at  box-office 
watcher  Entertainment 
Data  Inc.:  "Do  you 
want  to  be  a  big  fish  in 
a  little  pond,  or  a  little 
one  in  a  big  pond?" 

The  shift  began 
when  Metro-Goldwyn- 
Mayer  Pictures  gener- 
ated a  surprising  $124 
million  in  March,  1996, 
with  The  Birdcage — a 
movie  that  was  not  ex- 
pected to  be  a  big  hit. 
Other  studios  took  note 
of  the  large  audiences. 
"We  used  to  worry 
about  weather,  a  lot  of 
things,  earlier  in  the 
year,"  says  Thomas 
Sherak,  president  of 
worldwide  marketing 
for  Fox  Film  Enter- 
tainment, which  is  re- 
leasing the  big-budget 
Volcano  in  late  April. 
"Now,  we  figure  if  the  film  works,  the 
audience  is  going  to  find  it." 

A  movie  that  doesn't  work  vrill  quick- 
ly get  lost  this  summer.  Hollywood  has 
a  bumper  crop  of  big-budget  spectacles. 
In  1996,  more  than  half  the  summer 
films  generated  less  than  $1  million  each 
at  the  box  office,  according  to  En- 
tertainment Data. 

So  what  are  the 
likely  big  winners 


DATA:  EXHIBITOR  RELATIONS  CO  , 
HOamOOD REPORTER.  BW  ESTIMATES 


this  summer?  Universal's  The  Lo 
World  and  Batman  and  Robin  are  co 
sidered  locks.  So  is  Disney's  animati 
film  Hercules  and  Columbia's  Men 
Black,  a  sci-fi  spoof.  Disney's  Con 
has  rivals  wonied.  And  traditional  s 
mer  stars,  such  as  Harrison  Ford 
Columbia's  Air  Force  One  and  Mel  Gi 
son  in  The  Conspiracy  Theory,  are  el 
pected  to  sell  their  share  of  ticket 
along  with  John  Travolta  in  Paramouni 
Face  Off. 

ICEBERGS  AND  ALIENS.  The  biggest  gar 
ble  is  Titanic,  the  joint  ventui'e  betwe( 
Paramount  and  Fox  that  insiders  sj 
may  well  live  up  to  its  title — in  all  tl 
wrong  ways.  The  film's  budget  has  a 
ready  gi-ov\m  to  nearly  $180  milhon.  D 
rector  James  Cameron  built  elaborai 
sets  and  a  775-foot  replica  of  the  vess( 
Insiders  say  Cameron  is  straggling  i 
meet  Titanic'^  planned  July  4  launcl 
StUl,  the  film's  trailer  won  raves  at  a  n 
cent  gathering  of  theater  owners  in  La 
Vegas.  Other  movies  with  less-than 
spectacular  buzz  include  Fox's  Speed 
Cruise  Control  and  Alien  Resurrectior. 

Some  producers  are  hoping  to  find 
safe  haven  for  their  movies  by  pushini 
back  openings  to  the  fall.  Columbia  ha 
moved  the  $120  milhon  alien  film  it  i 
making  jointly  with  Disney,  Starshi'i 
Trooper,  to  November. 

There's  plenty  of  reason  for  movif 
makers  to  be  hopeful,  though.  The  $1.1 
biUion  collected  at  the  box  office  in  th< 
fii'st  11  weeks  of  1997  puts  the  industry 
25%  ahead  of  last  year.  "We're  heading 
for  a  record  year,"  crows  Michael  W 
Patrick,  president  of  the  Cairnike  Cine 
mas  Inc.  chain.  Good  thing  for  thos( 
Hollywood  spendthrifts. 

By  Ron  Orover  in  Los  Angelei 
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and  stay  in  touch 
with  your  PC  anywhere. 


To  run  your  life,  you  need  information.  Appointments,  contacts, 
e-mail.  And  it's  probably  locked  tight  on  your  PC  back  in  some  office. 

The  new  PalmPilot "connected  organizer  changes  all  that.  It  lets  you  enter, 
update,  and  access  information.  And  HotSync  technology  lets  you 

synchronize  that  data  with  your  PC  at  the  touch  of  a  button.  Whatever  your 
most  important  information,  PalmPilot  delivers  it.  Anywhere.  Anytime. 

Optional  links  are  available  to  Schedule+,  Lotus  Organizer, 
Symantec  ACT!,  Ascend  97,  and  others  (sold  separately). 

Call  1-800-881-7256  ext.  50  or  visit  our  web  site  at 
http://www.usr.com/palm  for  the  PalmPilot  retailer  nearest  you. 

•  The  dvetage  U  S  sireel  ()[ice  l0[  Pdli[iPilol  Pei'-unal  Eijirioii  is  $299  The  a^/eiag,'^  U  i  Mi&ei  piiu:-  tui  PfilmPilol  Piote^ional  Ediiioii  li  im  PsImP.hi 
MacPac,  tequired  lot  Macintosh  connectivity,  is  solij  sepaiately  Some  features  may  not  be  suppodeil  on  Macintosh  ©  1997  U  S  Robotics  All  tights 
teserveij  U  S  Robotics  and  the  U  S  Robotics  logo  ate  registeied  ttadematks.  and  HolSync.  PalmPiloI.  and  the  PalmPilot  logo  ate  tiadematks  ol 
U  S  Robotics  and  its  subsidiaties  All  othet  brands  and  ptoduct  naines  ate  ttademetks  ot  tegisleted  trademarks  of  theit  respective  holdeis 


Palm  Pilot 


PalmPilot  Personal  $299* 

Backlit  display  for 
low-light  viewing 

Instantly  syncs 
data  with  your  PC 

Easy  expense  tracking 

Stores  thousands  of  entries 

User  upgradeable 

to  Professional  Edition 


PalmPilot  Professional  $399* 

All  PalmPilot  Personal 
features  plus: 

Pocket  e-mail 

Internet  ready 
(TCP/IP  support) 

Twice  the  memory 
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TWO  BROKERS 
TIE  THE  KNOT 

MARSH    &    MCLENNAN  & 

Johnson  &  Higgins:  It's  no 
law  firm,  but  the  latest  con- 
solidation in  the  property-ca- 
sualty industry.  On  Mar.  12, 
152-year-old  j&h,  the  No.  3 
U.  S.  insufance  broker,  agr-eed 
to  be  acquii'ed  by  No.  2  Mai-sh 
&  McLennan  for  $1.8  billion 
in  cash  and  .stock.  The  merger 
follows  Aon's  Januaiy  acqui- 
sition of  Alexander  &  Alexan- 
der. The  consolidation  among 
brokere,  say  industiy  analysts, 
stems  from  mergers  among 
property-casualty  insurers. 
The  last  few  years  have  seen 
many  such  deals,  including 
Travelers'  buying  Aetna's  p&c 
business  and  the  CNA-Conti- 
nental  Insm-ance  mergei'.  Bro- 
kers must  seek  efficiencies  to 


CLOSING  BELL 


DRUG  HIGH 

Investors  are  heartened  by 
Warner-Lambert's  new  cho- 
lesterol reducer.  After  re- 
ports that  Lipitor  is  winning 
up  to  6%  of  new  prescrip- 
tions two  weeks  after  its 
debut,  Warner-Lambert 
stock  on  Mar.  10  rose  5,  to 
88>?.  Warner-Lambert  has 
shown  that  the  drug  is  more 
potent  than  Merck's  indus- 
try-leading Zocor  and  Bris- 
tol-Myers Squibb's  Prava- 
chol,  both  proven  to  prevent 
heart  attacks.  So  far,  Warn- 
er-Lambert has  marketed 
Lipitor  only  to  doctors. 


live  off  shiinking  commission's 
pegged  to  rates  that  have  fall- 
en for  a  decade. 


CAN  IBUPROFEN 
STOP  ALZHEIMER'S? 

it's  NOT  JU.ST  FOR  ACHES  AND 

pains.  A  new  study  shows 
that  ibuprofen,  the  active  in- 
gi'edient  in  American  Home 
Products'  Advil  and  Bristol- 
Myers  Squibb's  Nuprin,  may 
help  prevent  Alzheimer's  dis- 
ease. In  a  14-year  study  at 
Johns  Hopkins  University, 
people  who  used  ibuprofen 
over  that  period  reduced  the 
chance  of  getting  Alzheimer's 
up  to  60%.  Higher  levels  of 
the  drug  seemed  to  offer 
more  protection.  But  don't 
rush  to  the  drugstore:  Re- 
searchers waiTi  that  potential 
side  effects,  such  as  stomach 
pain  and  bleeding,  are  too  se- 
rious to  recommend  wide- 
spread use. 

irS  A  LITIGIOUS 
WORLD  AFTER  ALL 

MICHAEL     EISNER  AND 

Jeffi'ey  Katzenberg  will  meet 
in  court  in  Los  Angeles  on 
Nov.  18.  Katzenberg,  Walt 
Disney's  former  studio  chief, 
says  he's  owed  $250  million. 
Disney  says  Katzenberg-'s  con- 
tract waived  the  disputed 
payments  and  asserts  it  will 
win  when  "all  the  facts  are 
made  public,  minus  the  spin 
doctoring."  Katzenberg  law- 
yer Bertram  Fields  says  he's 
eager  to  get  Eisner  on  the 
stand  and  that  former  Presi- 
dent Michael  Ovitz'  $96  mil- 
lion severance  package  after 
14  months  "may  be  of  some 
interest"  to  jui'ors  judging  the 
value  of  Katzenberg's  decade- 
long  tenure. 

GE ISN7 

COOLING  ITS  JETS 

GENERAL  ELECTRIC  IS  STILL 

propelling  itself  into  the  jet- 
engine  servicing  business.  Af- 


William  Johnson  is  about  to 
be  handed  a  very  full  plate. 
H.J.  Heinz's  chief  operat- 
ing officer  and  heir  ap- 
parent will  head  up 
a  companywide 
restructuring 
that  was  to  be  ~ 
unveiled  on  ~ ' 

Mar.  14.  The 

plan,  which         ^Hk  ^ 
Heinz  sources 
say  involves  thou- 
sands  of  job  cuts  and 
more  than  $500  million  in 
charges,  is  expected  to  re- 
turn central  control  of 
Heinz's  businesses — from 
tuna  plants  in  Ghana  to 
baby  food  factories  in  In- 
dia— to  headquarters  in 
Pittsburgh. 

Johnson's  top  challenge 
may  be  Heinz's  $1.5  billion 
Weight  Watchers  unit. 


ter  winning  contracts  to  ser- 
vice engines  for  usAir  and 
Federal  Express,  ge  agi'eed 
on  Mar.  10  to  buy  Greenwich 
Air  Services.  It  also  said  it 
will  complete  Greenwich's 
previously  announced  acqui- 
sition of  UNC,  whose  main 
business  is  servicing  military 
and  corporate  jet  engines. 
The  $875  miUion  deal  vdll  add 
some  $1.8  billion  in  annual 
revenues  to  ge's  $2.3  billion 
jet-engine  service  business. 
And  it's  further  evidence  of 
ge's  coiioorate  str-ategy  to  ex- 
pand into  services. 

FEW  AD  DOLLARS  ARE 
CAUGHT  IN  THE  NET 

advertising  may  be  the 
great  hope  of  content  pro- 
viders for  making  money  on 
the  Internet,  but  no  one's 
getting  rich  yet.  A  report 
from  market  researcher  Jupi- 
ter Communications  tallies 
onHne  ad  revenues  at  just 
$301  million  for  1996.  That's 


Johnson  and  ceo  Anthony 
O'Reilly  are  putting 
Weight  Watchers,  which  is 

earning  only  about  $10 
1^^^  million  in  the  U.  S., 
on  a  diet.  To  shed 
.^H|^  $50  million  in  I 
'||^^^  costs  over  two  I 
^^^B  years,  Weight  I 
J^^H  Watchers  will  I 
»  n^^H  close  258  store-  I  i 

Ajt^w   fronts  and  move 
■f^^^  meetings  back  to 

rented  spaces  in 
churches  and  schools.  Also, 
there's  a  new  marketing 
campaign  featuring  Sarah 
Ferguson,  former  Duchess 
of  York. 

Weight  Watchers  has 
underperformed  since  1990. 
If  it  stumbles  again,  John- 
son may  want  to  cross  it 
off  of  Heinz's  menu. 

By  Stephen  Baker 


less  than  the  $312  millio 
Jupiter  projected  and  just 
microscopic  portion  of  the  a 
business.  Still,  it's  five  time 
the  estimate  of  1995  revenues 
and  Jupiter  projects  nearly  $ 
billion  in  cyber  ads  in  2000  a 
Internet  usage  grows  world 
wide.  Much  visited  sites  sucl 
as  Netscape  Communications 
home  page  and  search  engin 
sites  such  as  Yahoo!  an( 
Excite  earned  more  than  25? 
of  total  ad  spending.  Th( 
biggest  spenders?  Microsoft 
AT&T,  and  Excite. 

ETCETERA... 

■  For  the  second  quarter  in  i 
row,  360  Communications  is 
predicting  subpar  earnings. 

■  BellSouth  and  IBM  have  a 
deal  to  expand  BellSouth's 
Internet  service. 

■  Sylvan  Learning  Systems 
is  buying  National  Education! 
for  about  $638  million. 

■  MasterCard  chief  Eugene 
Lockhart  will  be  retail  bank- 
ing head  at  Bank  of  America.! 
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HhHobotics 


TA  E 


note 

so  you  never  have  to  make  a  mental  one. 


There's  a  flood  out  there.  A  rush  of  memos,  contacts,  e-mail.  And  whenever 
you're  away  from  your  PC,  it  rages.  The  new  PalmPilot"  connected 
organizer  is  how  you  keep  important  information  with  you.  It  lets  you 
manage  e-mail,  track  expenses,  take  notes,  all  while  on  the  go. 
And  HotSync  "  technology  lets  you  synchronize  that  data  with  your 
PC  at  the  touch  of  a  button —  no  dual  entry.  PalmPilot  extends 
your  PC  anywhere,  and  frees  your  mind  for  staying  ahead. 

Optional  links  are  available  to  Schedule-i-,  Lotus  Organizer, 
Symantec  ACT!,  Ascend  97,  and  others  (sold  separately). 

Call  1-800-881-7256  ext.  50  or  visit  our  web  site 
at  http://www.usr.com/palm  for  the  PalmPilot 
retailer  nearest  you. 


Palm  Pilot 


PalmPilot  Personal  $299* 

Backllt  display  for 
low-light  viewing 

Instantly  syncs 

data  with  your  PC  — 


□00^00 


Easy  expense  tracking 

Stores  thousands  of  entries 

User  upgradeable 

to  Professional  Edition 

PalmPilot  Professional  $399* 

All  PalmPilot  Personal 
features  plus: 

Pocket  e-mail 

Internet  ready 
(TCP/IP  support) 

Twice  the  memory 


e  average  U  S  sl.cel  price  lor  PalmPilor  Personal  Eddion  is  S299  The  average  U  S  streel  prii:c  lor  PalmPilot  Prolessional  Edition  is  S399  PalmPilor  MacPat,  renuiret)  lor  Macintosh  connectivity,  is  sold  separately  Some  leatures  may  not  be  supponerl  on  Macrntostr  'B  1997  U  S  Robotics 
ights  tesenied  U  S  Robotics  and  the  U  S  Robotics  logo  are  regrstered  tiademarlis.  and  HotSync,  PalmPilot  and  the  PalmPilot  logo  ate  trademarks  ol  U  S  Robotics  and  its  subsidiaries  All  other  brands  and  ptoduct  names  are  tiademarks  or  registcied  trademarks  ol  ilieii  icspective  holdeis 


When  We  Looked  At  The  Future  Of  Transportation, 

We.  Knew  Exactly  Which  Way  To  Go. 

►  Markets  and  supply  chains  are 
global.  Distribution  centers  are  closer 
to  the  point  of  sale.  Time-to-market 
is  a  critical  competitive  strategy.  And 
technology  that  delivers  information 
about  freight  is  as  important  as  the 
freight  itself.  These  are  a  few  of  the 
forces  driving  transportation  on  the  eve 
of  a  new  century.  They  also  provide 
our  direction  at  CNF  Transportation. 
We're  a  group  of  market-leading  busi- 
nesses that  deliver  solutions  in  a  "need- 
it-now"  world.  Global  and  domestic 
logistics,  air  freight,  ocean  services, 
customs  brokerage,  less-than-truckload  and  full  truckload  delivery,  nationally  and  regionally.  Collectively, 
we're  a  $4  billion  company  operating  worldwide,  with  26,000  people,  25,000  pieces  of  equipment,  100  jet 
freighters  and  the  industry's  most  advanced  informaticm  systems.  But  the  real  strength  we  bring  to  customers 
is  a  healthy  exchange  ot  ideas  -  starting  with  a  clear  idea  ot  where  transportation  is  going. 


C/IF 

TRANSPORTATION 


Where  ideas  carry  weight 


Emery  Worldwide    ♦    Con-Way  Transportation  Services    ♦    Menlo  Logistics  http://www.cnf 


.com 
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OW  LABOR'S  CAMPAIGN  BLITZ 
lADE  THE  GOP  BLINK 


Inraged  Republicans  vowed  revenge  last  November  when 
i  organized  labor's  $35  million  campaign  blitz  helped  topple 
118  GOP  incumbents  and  nearly  shifted  control  of  the 
use  to  the  Democrats.  But  lately,  Republican  pledges  to  go 
a  labor  knockout  have  given  way  to  targeted  jabs.  The 
son:  Many  Republicans,  spooked  by  the  afl-cio's  hardball 
tics,  don't  want  to  alienate  blue-collar  constituents  and 
:ome  targets  for  defeat  in  1998.  "The  unions  didn't  win  the 
stion,  but  they  sure  made  some  of  our  members  nervous," 
nits  one  GOP  staffer. 

rhe  Repubhcans'  new  strategy  is  to  wage  a  stealth  cam- 
gn  against  labor  and  avoid  the  direct 
aults  of  1995  that  let  Democrats  tag 
I  GOP  as  extremists  out  to  harm  work- 
:  families.  Gone  from  the  '97  hit  list 
!  brash  union-bashing  items  such  as 
tting  the  Occupational  Safety  & 
alth  Administration,  weakening  the 
tional  Labor  Relations  Board,  and  re- 
eling the  Davis-Bacon  Act  of  1931, 
ich  props  up  wages  on  federal  con- 
cts.  Instead,  the  gop  is  rolling  out 
'eral  measures  that  thwart  union  goals 
He  making  the  party  look  Uke  it  cares 
)ut  typical  wage-earners.  "This  is  a 
)-worker,  family-friendly  agenda,"  says 
sistant  Senate  Majority  Leader  Don  Nickles  (R-Okla.). 
LYBACK."  One  example:  The  House  plans  to  vote  on  Mai;  19 
a  GOP  bill  that  would  give  private-sector  employees  flexi- 
ty  to  take  compensatory  time  off  instead  of  overtime  pay. 
lions — which  fear  the  plan  would  let  companies  coerce 
rkers  into  choosing  comp  days  instead  of  money — support 
ssident  Clinton's  plan  to  increase  time  off  under  the  Fami- 
&  Medical  Leave  Act  of  1993.  Still,  labor  officials  are  re- 
zed  that  a  more  mellow  GO?  majority  on  Capitol  Hill  has 
iked  off  from  postelection  threats  to  wage  war  on  unions, 
his  is  nothing  compared  to  what  they  tried  in  the  last 


CAPITAL  WRAPUP 


TED:  Tough  pro-union  talk 


Congress,"  says  afl-cio  Legislative  Director  Peggy  Taylor. 

That's  not  to  suggest  Republicans  will  forgive  and  forget. 
The  GOP  plans  to  take  some  targeted  shots,  such  as  passing 
the  business-backed  Teamwork  for  Employees  and  Managers 
Act  (team).  It  would  allow  employers  and  workers  to  nego- 
tiate non-collective  bargaining  issues  such  as  day  care,  flexi- 
ble schedules,  and  productivity.  The  afl-cio  fears  that  would 
open  the  door  to  company-dominated  unions.  "This  is  payback 
because  of  the  work  the  unions  did  last  election,"  says  Sena- 
tor Edward  M.  Kennedy  (D-Mass.),  a  strong  labor  backer 
who's  counting  on  a  Presidential  veto  to  block  passage. 

The  GOP's  best  opportunity  to  make 
labor  sweat  may  come  as  Congress  turns 
a  spotlight  on  campaign-finance  abuses. 
The  Senate  voted  on  Mar  11  to  broaden 
its  hearings  into  fund-raising  impropri- 
eties to  include  independent  expendi- 
tures such  as  the  '96  effort  orchestrated 
by  afl-cio  President  John  J.  Sweeney. 
Nickles  is  drafting  a  package  that  would 
make  it  harder  for  Sweeney  to  dupli- 
cate last  year's  drive.  The  plan  would 
bar  union  leaders  from  using  dues  to 
pay  for  political  activities  without  mem- 
bers' prior  pemiission. 

Although  most  Republicans  support 
such  targeted  reprisals,  a  few  fii'ebrands  are  still  calling  for 
blood.  Representative  Jon  Chiistensen  (R-Neb.),  a  top  union 
tai'get  in  '96,  is  speai'heading  a  frontal  attack  to  force  unions  to 
disclose  to  members  the  percentage  of  money  spent  on  politics. 
And  Representative  Cass  Ballenger  (R-N.  C.),  who  is  pushing 
the  comp-time  bill,  says  he  won't  give  up.  "If  they  [union 
leaders]  shut  their  eyes,  we'll  run  over  them  with  a  tmck." 

That's  unlikely,  since  labor  is  not  about  to  let  its  guard 
down.  For  now,  both  sides  may  have  to  settle  for  an  uneasy 
standoff  until  their  next  showdown  in  1998. 

By  Mary  Beth  Regan 


XPORTERS  PLAY  DEFENSE 

■Jittery  about  Donorgate  fallout, 
J.  S.  exporters  are  uniting  to  fight  gop 
fforts  on  Capitol  Hill  to  curb  govern- 
ment trade  missions  and  kill  export- 
romotion  agencies.  "Members  of 
!ongress  hsten,  especially  when  com- 
anies  employ  people  in  their  dis- 
ricts,"  says  Small  Business  Exporters 
Lssn.  head  E.  Martin  Duggan.  For 
tarters,  the  coahtion — which  includes 
he  U.  S.  Chamber  of  Commerce  and 
J.  S.- Asian  Business  Council — is  orga- 
izing  a  rally  outside  the  White  House. 


NEWT'S  FUTURE  WORLD 

►  House  Speaker  Newt  Gingrich  (R- 
Ga.)  has  been  mulling  the  future  dur- 
ing his  self-imposed  retreat  from  pub- 
lic view.  Meeting  with  conservative 
activists  on  Mar.  5,  Gingrich  circulat- 
ed a  three-page  memo  on  "what  the 
world  would  look  like  after  20  years 
of  Republican  domination  of  Con- 
gress." Among  his  conclusions:  a  mini- 
malist government,  with  business 
freed  from  most  regulations.  Gingrich, 
says  one  conservative,  resembled  "an 
irrelevant  college  professor." 


FROM  AUSTIN  TO  WASHINGTON? 

►  Republican  operatives  say  the  word 
from  Austin,  Tex.,  is  that  Governor 
George  W.  Bush  is  making  plans  to 
seek  the  2000  gop  Presidential  nomi- 
nation. "He  definitely  wants  to  go  for 
it,"  says  a  Bush  confidant.  One  sign, 
according  to  gop  sources:  former  U.  S. 
Ambassador  to  Austraha  Melvin  Sem- 
bler,  a  top  Republican  Party  fund- 
raiser who  was  finance  chairman  for 
former  Tennessee  Governor  Lamar 
Alexander's  1996  White  House  bid, 
may  be  signing  on  with  Bush. 
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Despite  economic  woes 
and  murky  data,  global 
investors  are  pouring  in.  Is 
the  bubble  set  to  burst? 

Viktor  M.  Borovsky  traveled  half- 
way ai'oiind  the  globe  to  savor  one 
very  sweet  moment.  Standing  on 
the  balcony  of  the  New  York 
Stock  Exchange  on  the  morning  of  Jan. 
26,  the  Siberian  utility  executive  beamed 
as  the  name  of  his  company,  Irkutsken- 
ergo,  flashed  by  on  an  electronic  ticker. 

Borovsky  is  one  of  many  Russians 
trekking  to  Wall  Street  these  days  to 
see  their  companies'  names  up  in  lights. 
Fouiteen,  including  Irkutskenergo,  have 
launched  issues  of  American  depositary 
receipts  in  the  U.  S.,  and  officials  at 
Bank  of  New  York  estimate  that  an 
additional  15  are  in  the  pipeline.  But 
that  doesn't  tell  half  the  tale.  In  New 
York,  London,  Frankfurt,  and  of  course 
Moscow,  investors  are  swarming  to  buy 
Russian  equities  even  in  the  face  of 
rampant  crime,  corruption,  and  a  6% 
economic  decline  in  1996.  Says  Nancy 
Curtin,  head  of  emerging  markets 
for  Baring  Asset  Management  in  Lon- 


don: "We  are  committed  to  Russia." 

Baring  and  other  big  global  investors 
have  poui'ed  $1.2  bilUon  into  Russian  eq- 
uities since  Jan.  1  alone,  and  have  helped 
the  Moscow  market  climb  65%  this  year 
on  top  of  127%  in  1996  (chait).  Investors 
are  snapping  up  Russian  coiporate  debt 
as  well.  What  finally  pemiaded  foreignei-s 
to  dive  in  was  President 
Boris  N.  Yeltsin's  reelec- 
tion and  Russia's  suc- 
cessful .$1  billion  Euro- 
bond offering  last  year. 
Also  bolstering  confi- 
dence was  a  decision  by 
the  Woi'ld  Bank's  Inter- 
national Finance  Corp. 
to  add  Russia  to  emerg- 
ing-mai'ket  indexes  many 
fund  managers  use  as  a 
benchmark.  Now,  invest- 
ors are  pleased  by  signs 
the  economy  is  stabiliz- 
ing after  five  years  of  contraction. 
EASY  MONEY.  Indeed,  Yeltsin's  decision 
on  Mar.  11  to  sack  most  of  his  Cabinet 
and  bring  refonner  Anatoly  B.  Chubais 
back  into  the  government  was  only  the 
latest  fodder  for  the  bulls.  They  say 
this  demonstrates  that,  despite  his  fi'ag- 
ile  health,  Yeltsin  is  serious  about 
the  tax  refoi'ms  and  bankruptcy  mea- 
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FOR  RUSSIAN  STOCKS 
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sures  Russia  needs  to  restart  growi;?":: 
To  be  sure,  Russia's  shai"p  gains  als 
are  a  product  of  easy  money  in  the  ii 
dustrial  world  that  is  pumping  up  stoc 
prices  from  Wall  Street  to  Warsaw 
Money  is  beginning  to  pour  into  a  sle\ 
of  Russian  corporate  Eurobonds,  toi 
More  than  a  few  money  managers  n(i\ 
worry  that  Russia  is 
bubble  that  could  burs 
if  interest  rates  rise  iii 
the  U.  S.  and  investorib 
flee  emerging  markets  11 
That  is  especially  tru( 
for  big  petroleum,  teleipi 
phone,  and  utility  stockiril 
that  foreigners  have  fa  s 
vored.   However,   th(  es 
bulls  insist  that  even 
market  coirection  woulc  s 
not  dim  Russia's  pros  T 
pects.  They  argue  thai  its 
Russia  remains  a  bar-  oi 
gain-priced,  if  risky,  bet  on  future  tc 
gi'owth.  That  allows  them  to  see  past  i 
everything  from  impenetrable  financia  tt 
statements  to  crime.  Says  Craig  S.  Simi  tt 
chairman  of  Donaldson,  Lufkin  &  Jen-  t 
rette  Inc.'s  international  investmentb 
banking  group:  "People  are  looking  at  ti 
the  cheapness  of  assets.  So  if  there  is  i 
some  coniiption  in  oil?  So  what?"  fi 
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It  started  with  hedge  funds,  which 
rushed  in  during  the  market's  ear- 
's. Now,  many  emerging-market  mutual  and  pen- 
ds  are  putting  2%  to  7%  of  their  portfolios  into 
More  than  $1.2  billion  has  gone  into  Russia  since 
Domestic  investors  are  piling  in  as  well. 


THEY'RE  INVESTING 


Analysts  and  fund 
managers  argue 
Durce-rich  Russia  remains  one  of  the  cheapest 
g  markets.  Yeltsin's  reelection  in  1996  has  given 
confidence  economic  reforms  will  continue.  Falling 
c  interest  rates  and  Russia's  successful  $1  billion 
id  offering  last  fall  also  buoy  investors'  sentiment. 


[THEY'RE  BUYING 


Twenty-nine  Russian 
companies  have  or 
ues  of  American  depositary  receipts.  Many  global 
re  going  for  such  large,  liquid  ADR  stocks  as 
a  big  petroleum  producer.  But  attention  is  shiftini 
jtries  that  haven't  been  as  hot,  including  regional 
I,  pulp  and  paper,  shipping,  consumer  products, 
jineering. 


r  THE  RISKS  ARE 


The  political  situation 
appears  stable  now  but 
et  rocky  if  Yeltsin  dies  or  is  incapacitated.  Delays 
ting  tax  reforms  could  further  restrain  an  economic 
/.  Most  corporate  managers  still  have  little  regard 
rights  of  minority  shareholders — especially  foreign 
nd  after  their  big  gains,  some  stocks  are  simply 
jed  and  due  for  a  correction. 
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Mk  like  that — as  well  as  a  plunge  in 
ds  on  Russian  Treasury  bills  to  20% 
■n  more  than  200%  last  summer — 

luring  local  investors  into  the  stock 
rket,  too.  As  much  as  20%  of 
scow's  trading  volume  so  far  this 
r  has  been  generated  by  Russians 
mselves,  up  from  virtually  zero  a 
r  ago.  But  for  the  wealth  created 
the  stock-market  boom  to  trickle 
m  into  the  real  economy,  the  refomis 
tsin  and  foreign  investors  are  seeking 

have  to  speed  up.  Right 
V,  warns  Renaissance 
Dital  Group  ceo  Boris 
dan:  "Production  eontin- 

to  fall  in  many  indus- 
!S,  working-capital  short- 
s  are  rampant,  and  there 

been  no  restructuring." 
rhat's  the  case  at  Ir- 
skenergo.  Like  tens  of 
usands  of  enterprises 
OSS  Russia,  it  is  squeezed 
a  vise  of  punitive  tax 
es  and  bills  it  can't  cui 
A  third  of  its  revenut-s 

in  cash.  The  rest  are  in 
missoiy  notes  and  barter 
pes  Borovsky:  "We  took 
only  27%  of  the  money 
ed  to  us  in  1996,  and 


were  supposed  to  pay 
out  26%  of  our  earn- 
ings in  taxes.  If  we 
pay  oui"  taxes  fully,  we 
have  no  money  for 
wages." 

Irloitskenergo  owes 
its  22,000  employees 
two  months'  back 
wages.  Workers  have 
also  missed  out  on  the 
recent  runup  in  their 
company's  share  price. 
When  the  company 
was  privatized,  em- 
ployees were  given 
51%  of  the  shares. 
But  most  of  them  did- 
n't understand  they 
might  appreciate,  and 
sold  them.  By  the 
time  the  company's 
stock  had  nearly 
tripled  in  January,  to 
30(2  a  share — or  $15.75 
per  ADR — 42%  of  the 
company  was  foreign 
owned.  "Workers  are 
complaining,"  says 
Borovsky. 

But  even  amid  the 
complaints,  the  econo- 
my is  showing  early 
signs  of  rebirth.  Elec- 
trical consumption,  for  example,  rose 
slightly  in  1996,  a  possible  harbinger  of 
rising  industrial  production.  Moscow's 
Brunswick  Brokerage  predicts  that 
Russian  gross  domestic  product  will 
gi-ow  by  2%  in  1997  and  5%.  in  1998, 
chiven  by  new  investment  in  industiy.  If 
Yeltsin  is  successful  in  cutting  tax  rates, 
companies  in  the  unofficial  "shadow" 
economy,  particularly  fast-gi'owing  ser- 
vice firms,  will  begin  to  report  earn- 
ings, giving  another  boost  to  official  gdp. 


These  early  signs  are  leading  many 
investors  to  focus  on  Russia  not  only 
as  a  way  to  buy  into  natural-resource 
companies  for  a  song  but  also  as  a  play 
on  grovirth.  That  is  leading  them  to  put 
their  money  into  regional  phone  and 
powei-  companies  such  as  Irkutskenergo. 
By  all  rights,  these  companies  should 
bloom  if  the  economy  starts  to  move. 
Yet  theu-  stocks  have  trailed  behind  the 
more  established  Lukoil,  Rostelecom, 
and  Unified  Energy  System. 

The  broadening  of  the  mai'ket  is  caus- 
ing investors  to  take  a  closer  look  at 
fundamentals.  Evaluated  on  the  value 
of  its  reserves,  Russia's  premier  inte- 
grated petroleum  company,  Lukoil, 
trades  at  a  90%  discount  to  foreign  oil 
fii-ms.  Nonetheless,  the  price-earnings 
ratios  of  many  blue  chips  and  a  few 
second-tier  telecom  companies  are  now 
double,  or  even  triple,  that  of  their  for- 
eign counterparts.  The  surge  of  foreign 
cash  has  pushed  Irkutskenergo's  price- 
earnings  ratio,  for  instance,  to  an  eye- 
popping  71.5,  compared  with  just  13.8 
for  the  far  more  profitable  Spanish  util- 
ity Endesa.  And  Stephen  O'Sullivan, 
head  of  research  for  MC  Securities  in 
London,  estimates  that  if  Lukoil's  mea- 
ger profits  were  restated  in  hne  with 
Western  standards,  its  price-earnings 
ratio  would  be  a  robust  30,  twice  that  of 
some  Western  companies. 

Still,  as  one  of  the  most  liquid  and 
best-known  Russian  stocks,  Lukoil  will 
be  in  demand  by  big  pension  and  mutu- 
al fimds  that  are  entering  Russia.  Tele- 
com issues,  especially  smaller  ones, 
should  also  stay  hot.  Earnings  at  re- 
gional carriers  such  as  Chelyabinsk 
Svyzainform  and  Perm  Uralsvyazinform 
are  gi-owing  at  an  annual  rate  of  15%  to 
20%,  even  after  including  the  cost  of 
providing  social  services  such  as  hous- 
ing, kindergartens,  and  medical  care, 
iir^pjx^  Analysts  believe  these  com- 
panies will  be  able  to  turn 
such  functions  over  to  the 
government. 

In  fact,  spotting  such  pos- 
sible opportunities  is  be- 
coming key  to  identifying 
stocks  that  are  on  the  verge 
of  taking  off.  Pai'  Mellstrom, 
research  director  at  Bmns- 
wick,  thinks  that  oil  issues 
just  coming  to  market,  such 
as  Yukos,  Sidanko,  and  Sib- 
neft,  ai-e  valued  40%  to  80% 
cheaper  than  high-flying 
Lukoil  and  Surgutneftegaz 
and  could  be  among  that 
group. 

Bank  stocks,  meanwhile, 
are  coming  into  vogue  as 
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high-profile  lenders  such  as  Inkombank 
and  Menatep,  itself  the  heart  of  a  huge 
financial  and  industrial  group,  launch 
ADRs.  But  many  analysts  save  the  bulk 
of  their  praise  for  Sberbank,  the  for- 
mer Soviet  state  savings  institution, 
where  Russians  do  eveiything  ft-om  de- 
positing then-  nest  eggs  to  paying  phone 
bills.  With  34,000  offices  and' some  70% 
of  all  Russian  bank  deposits,  Sberbank, 
still  51%  owned  by  the  central  bank  "is 
an  enormous  monolith  that  is  making- 
lots  of  money  and  investing  it,"  says 
Taco  Sieburgh  Sjoerdsma,  head  of  re- 
search at  Moscow's  United  Financial 
Group.  Early  this  year,  foreigTiers  began 
to  snap  up  shares,  considering  them  un- 
dervalued at  $45.  By  the  end  of  Febru- 
ary, the  price  had  jumped  to  $150,  but  it 
was  still  ti'ading  at  a  p-e  of  only  1. 
STILL  RISKY.  Sberbank's  spectacular  rise 
shows  how  artificial  Russian  stocks  can 
be.  The  bank's  management  and  big  out- 
side shareholders  want  to  maintain  con- 
trol by  keeping  the  stock  in  the  hands 
of  domestic  investors.  So  when  foreign 
investors  began  hunting  for  shares, 
Russian  brokerages  started  buying  stock 
in  their  own  names  ft-om  Sberbank  em- 
ployees. To  stop  the  practice,  the  bank 
has  ordered  employees  not  to  sell 
shares.  The  bank  can  back  that  up  with 
action  because  it  controls  its  own  regis- 
ter of  shareholders,  a  common  practice 
in  Russia.  "There  is  no  uninterested 
party  keeping  track  of  shareholders," 
complains  J.  Mark  Mobius,  president  of 
the  Tem])leton  Russia  Fund. 

Managers  who  maneuver  to  keep  con- 
trol are  only  one  of  the  risks  that  re- 
main in  the  market.  Disclosure  is  im- 
proving, but  Russian  accounting  still 
makes  it  hard  to  ascertain  a  company's 
real  worth.  The  legal  system  provides 
insufficient  protection  for  shareholders. 
Corporate  governance  remains  dysfimc- 
tional.  There's  a  shortage  of  experienced 
managers.  And  markets  haven't  started 
funneling  capital  to  companies. 

For  now,  global  investors  are  willing 
to  forgive  such  shortcomings.  They  may 
not  do  so  indefinitely,  especially  if  Rus- 
sia's economic  situation  doesn't  improve 
by  summer.  But  for  now,  most  are  will- 
ing to  give  Yeltsin  the  benefit  of  the 
doubt.  Now  that  Russia  has  joined  the 
world  of  Eui'obonds  and  ADRs,  the  coun- 
tiy  is  becoming  more  subject  to  the  de- 
mands of  intemational  capital  than  the 
diktats  of  former  commissars.  If  that 
message  sinks  in  deeply  enough,  Rus- 
sia's bull  still  may  have  room  to  run. 

Btj  Patricia  Kranz  hi  Moscow  and 
William  Glasgall  in  New  York,  with 
Sharon  Reier  in  Paris  and  Dave  Lin- 
dorff  in  Hong  Kong 


HOW  TO  PLAGE  A  BET 
ON  THE  WILD,  WILD  EAST 


As  one  of  a  crowd  of  portfolio 
managers  following  U.  S.  stocks 
for  the  mutual-fund  unit  of  Dean 
Witter  Reynolds  Inc.,  Nancy  Her- 
ring yearned  for  the  adventure  of 
working  in  an  emerging  economy.  So 
when  Moscow's  Tr-oika  Dialog  Asset 
Management  beckoned  in  1996,  she 
recalls,  "it  was  'Go  east,  young 
woman.' "  What  Herring  didn't  count 
on  was  the  Russian  market  explod- 
ing. "It  has  gone  a  hundred  times 
faster  than  I  ever  thought  it  would," 
says  Herring,  44. 

Now  co-manager  of  the  Lexington 
Troika  Dialog  Russia  Fund,  the  sole 
open-ended  Russia  mutual  fund  trad- 
ing in  the  U.  S.,  Herring  has 
presided  over  a  takeoff  that's  explo- 
sive even  by  the  volatile  standards 
of  emerging  mar- 
kets. Since  its 
launch  last  July,  the 
fund's  assets  have 
grown  from  $10  mil- 
lion to  $35  miUion. 
Still  a  bull  even  af- 
ter the  Moscow 
market's  stunning 
climb.  Herring  in- 
sists that  many  pri- 
vatized Russian 
companies  are  mak- 
ing a  successful 
transition  to  capital- 
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ism.  Two  favorites: 
Chelyabenergo,  the  util- 
ity serving  the  city  of 
Chelyabinsk,  and 
Chelyabinsk  Svyazin- 
fomi,  the  local  phone 
company.  She  is  also 
eyeing  some  retailers. 

Herring  insists  on 
visiting  companies  be- 
fore she  invests.  "I  look 
for  anecdotal  evidence," 
says  Herring,  who  re- 
lies on  translators  and 
English-speaking  execu- 
tives to  help  her  spot 
deals.  "If  I'm  looking  at 
telephone  companies,  I 
use  their  phones.  I  ask 
people  how  hard  it  is  to 
get  one."  Herring,  a 
Barnard  College  gradu- 
ate with  a  Columbia 
University  MBA  in  international  fi- 
nance, believes  that  the  risks  in  in- 
vesting in  Russian  companies  are 
offset  by  low  valuations.  Still,  she 
cautions  that  "there  is  a  phase  of  re- 
structuring that  hasn't  started  yet — 
cost-cutting,  reengineering,  firing 
people." 

Herring  has  stocked  her  fund  v\ith 
such  oil  and  gas  exporters  as  Lukoil 
and  Surgutneftegaz,  as  well  as  Uni- 
fied Energy  System,  a  "very  under- 
valued" electric  utihty  that  is  her 
largest  holding.  She  also  believes 
that  even  after  its  recent  grovrth, 
the  Russian  stock  market  still  has 
potential.  If  Russia  could  only 
achieve  a  5%  economic  grovid;h  rate, 
she  argues,  the  value  of  its  equity 
market  could  swell  to  $400  billion  in 
a  decade.  Getting 
there  is  going  to 
require  a  huge 
commitment  to  tax 
and  economic  re- 
form. But  even  just 
a  few  years  ago, 
who  would  have 
thought  that  you 
could  buy  Russia 
through  a  mutual 
fund? 

By  William 
Glasgall  in  New 
York 
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How  Many  People  Are  Working  For  You 
To  Find  People  To  Work  For  You? 


In  today's  business  world, 
companies  like  yours  know  they 
have  to  concentrate  on  their  tore 
competency  to  be  competitive. 
That's  where  MRI  comes  in. 
We're  vonr  search  and  recniitment 
outsourcing  partner. 

Management  Recruiters 
International,  Inc.,  is  an  extension 
of  vour  human  resources  recniitiiig 
function.  \our  Management 
Recruiters  or  Sales  Consultants 


oIVk  c  will  put  together  a  project 
team  of  professionals  who  do 
what  the\  do  best  so  \oii  can  do 
w  hat  \  oil  di(  best . 

^ou  know  how  lo  UKirkfl 
\  oLH' product:  wc  know  how  lo 
find  the  sales  talent  to  irriplcmeiil 
\ our  marketing  plan. 

\ou  \e  deM-lopcd  >Licccs>lid 
|prodncliori  |irocesses;  we  \  e 
dcNcloped  the  svstenis  to  staff  them. 

\<>u  have  the  technology  lo 
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BRITAIN 


FAT  cin 

ON  THE  THAMES 

Bonuses  at  investment  firms  may  shrink  profits  and  boost  risk 


It's  bonus  time  in  the  City  of  London, 
and  at  the  wine  bars  favored  by  hot- 
shot traders,  talk  of  the  Magic  Enve- 
lope fills  the  smoky  air  A  25-year-old 
equities  trader  at  one  upscale  hangout 
says  his  bonus  was  three  times  the  size 
of  last  year's.  He  won't  say  how  much 
he  took  home,  but  it  was  enough  to  buy 
a  new  coimtry  house — mostly  with  cash. 

He's  not  alone.  Industiy  watchers  say 
400  to  500  City  bankers  and  traders  got 
bonuses  of  $1.6  milHon  or  more.  On  the 
whole,  the  fat  bonuses  are  a  sign 
of  the  City's  health,  reflecting  the 
London  Stock  Exchange's  rise  to 
all-time  highs  in  1996 — not  to 
mention  the  hot  merger  business. 
The  City  earned  a  record  $1.8  bil- 
lion in  merger  fees  alone  last  year, 
compared  with  $1.5  billion  in  1995, 
according  to  Phihp  Healey,  editor 
of  the  London-based  Acquisitions 
Month!  II. 

TALENT  SEARCH.  But  some  senior 
bankei's  and  analysts  wony  that 
the  bonus  fi-oth  may  unduly  en- 
courage risk-taking  and  could 
even  signal  a  top  in  the  markets. 
They  also  fear  that  competition 
among  banks  for  prime  talent  may 
be  getting  out  of  control,  making 
employers  vulnerable  to  a  down- 
turn. Fees  for  many  of  the  banks' 
products  and  ser^vices,  from  inter- 
est-rate swaps  to  merger  advice, 
are  shrinking  as  the  providers 
compete  fiercely  on  piice.  Only  by 
boosting  volume  can  the  banks 
keep  up  with  growing  staff  costs. 
"A  squeeze  could  occur  if  there 
is  any  slowdown  in  gi"owth  in  the 
bu.siness,"  says  John  D.  Leonard, 
European  banking  analyst  at  Sa- 
lomon Brothers  Inc.  in  London. 

One  reason  for  soaring  com- 
pensation is  intense  competition  for  tal- 
ent. In  the  past  two  years,  several  big 
banks,  including  Deutsche  Bank,  Bar- 
clays, and  National  Westminster  Bank, 
have  pushed  aggi-essively  into  trading 
and  other  areas  of  investment  banking. 
Their  hunger  for  staff  has  driven  up 
salaries  and  increased  the  use  of  so- 
called  guai'anteed  bonuses,  often  cover- 
ing two  yeai's  or  more,  to  lure  people 
from  rivals.  Such  bonuses  lock  banks 


into  high  fixed  costs,  and  even  less  prof- 
itable institutions  must  pony  up  or  see 
experienced  hands  walk  out. 

Pay  is  also  rising  in  London  because 
as  high  finance  gi'ows  increasingly  glob- 
al, the  City  and  Wall  Street  are  becom- 
ing one  big  market.  Compensation  in 
Britain  has  traditionally  been  lower  and 
less  bonus-driven  than  in  New  York, 
but  now  pay  scales  are  converging. 

In  some  cases  compensation  costs 
have  hurt  British  banks'  bottom  line 


bonuses.  The  weightiest  came  fi-om  t| 
Bank  of  England,  which  is  worried  t 
some  incentive  schemes,  including 
lump-sum  payments  for  hitting  specil 
profit  targets,  may  tempt  traders  U 
take  excessive  risks.  In  an  in-house  puH 
lication,  one  bank  official  wrote  thf 
huge  bonuses  might  be  creating  a  sjl 
tem  of  stars,  "who  may  feel  compellJ 
to  justify  theii'  status  by  taking  gi'eat| 
risks  in  hope  of  making  higher  and  hig 
er  profits." 

SOBERING  EFFECT.  Senior  bankers 
that  behijid  the  boe's  warnings  are  fea 
that  overpaying  and  risk-taking  coul 
damage  the  financial  industry,  aggri 
vating  its  cycle  of  booms  and  busts.  Inl 
radio  interview,  central  bank  Depuf 
Governor  Howard  Davies  warned  thJ 
the  bank  might  set  higher  capital  rati 
requirements  for  banks  with  risky  p£| 
arrangements. 


PARTY  TIME 

400  to  500  investment 
bankers  won  awards 
of  $1.6  million  or 
more  for  199G,  say 
industry  watchers 


despite  the  healthy 
market.  Bzw,  Bar- 
clays' investment 
wing,  recently  ac- 
knowledged that  it 
paid  $72  million  in 
"upgrading"  costs  in 
1996.  These  include, 
among  other  things, 
guarantees  for  new  recruits  and  buy- 
outs for  no-longer-wanted  staff,  says 
Barclays  Chief  Executive  Martin  Taylor. 
Such  expenses  contributed  to  bzw's  29% 
drop  in  operating  profits,  to  $i26  million, 
for  1996.  Taylor  says  that  investments  in 
people  and  systems  are  necessary  for 
the  bank  to  be  competitive  in  the  ftiture 
and  will  begin  pa.\ang  off  next  year. 

Taylor  may  be  right.  But  there  are 
signs  of  unease  about  the  skyrocketing 


Tills  admonition  has  had  a  soberinj 
effect.  John  R.  H.  Bond,  group  chief  ex 
ecutive  of  hsbc  Holdings  PLC,  says  he  ii 
concerned  about  "excessive  pay"  in  th( 
City.  He  also  says  that  hsbc  is  trying  t( 
curtail  risk  by  cutting  back  on  propri 
etary  trading,  the  dealing  that  banks 
do  for  their  own  portfolios — an  activity 
inherently  riskier  than  taking  positions 
for  clients. 

But  how  much  City  behavior  wil 
change  remains  to  be  seen.  One  to^ 
banker  remarked  that  the  Bank  of  Eng- 
land was  "like  a  headmaster  warning 
schoolboys  to  stop  smoking."  The  City's 
highfliers  aren't  likely  to  pay  much  at 
tention — at  least  until  the  market  turns 
against  them. 

By  Stanley  Reed  and  Heidi  Dawley 
in  London 
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Building  a  Website  for 
your  business  is  easily 
within  your  reach. 

Establish  your  jjresence  on  the  Web  with 
the  help  ol  Lotus  Domino,  powered  by 
Notes.  It  lets  you  easily  set  up  an  interac- 
tive Web  server.  So  your  customers  and 
employees  can  use  the  Web  to  communi- 
cate and  collaborate  anytime,  anywhere. 


IBM 
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Use  Internet  commerce 
to  boost  your  sales  and 
customer  base. 

Selling  your  products  on  the  Web  exposes 
your  company  to  millions  of  new  prospects. 
And  rislvs.  IBM  Software  Servers  help  you 
reduce  those  risks.  They  provide  a  secure 
envirormient  for  processing  confidential  infor- 
mation such  as  invoices  and  credit  cards. 


Analyze  data  so  deeply, 
you  re  able  to  conquer 
new  ground. 

Transform  piles  of  data  into  nuggets  of  vital 
customer  information  to  help  you  make 
smarter,  quicker  decisions.  For  instance, 
access  a  data  warehouse  from  the  Web 
or  your  company's  intranet  with  our  DB2 
Database  Server.  It's  completely  scalable 
and  nms  on  Windows  NT,*  OS/2'  and  AD(! 


Call  I  888  2U()-.=i671, 
Priority  Code 
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It's  easier  to  solve 
your  business  problems 
when  youh^e  got 
a  number  of  options. 

Taking  advantage  of  die  Internet  is  one  of  the 
smartest  options  you  have.  To  find  out  why, 
simply  call  or  visit  our  Website  for  a  free 
copy  of--f  Guide  to  Business  on  the  Internet. 
IBM  and  their  Business  Partners  can  take  you 
bevond  the  Net  to  help  vou  create  a  more 
competitive  and  flexible  business  environment. 

Solutions  for  a  small  planet~  ~=rrz:  t  z:® 


International  Business 


COIVIIVIENTARY 

By  Steve  Brull 


TOKYO'S  RIGGED  MARKETS  NEED  REVOLUTION.  NOT  REFORM 


Prime  Minister  Ryutaro  Hashimo- 
to was  livid.  At  a  press  confer- 
ence, he  was  queried  about  the 
new  scandal  at  Nomura  Securities 
Co.  Nomura  traders  had  pumped  up 
the  price  of  a  stock  so  an  investor 
with  mob  connections  could  profit. 
The  money  involved  is  small,  less 
than  .$600,000.  But  what  outraged 
Hashimoto  is  that  Nomura,  Japan's 
most  powerful  securities  firm  by  far, 
had  played  ball  with  the  yakuza 
before,  when  it  helped  a  mob  boss 


As  long  as  securities  laws 
do  not  provide  for  independent 
oversight  and  real  punishments, 
Japanese  and  foreign  investors 
will  shy  away 


make  a  stock  killing  in  1991.  "Why  do 
such  things  keep  happening?" 
Hashimoto  demanded. 

No  doubt  Hashimoto  was  genuinely 
irate,  but  he  shouldn't  be  surprised. 
He  knows  why.  These  scams  keep 
happening  because  they  are  part  of 
the  system — and  because  no  one  in 
government  has  made  a  serious  effort 
to  punish  wi'ongdoers.  "Cormption  is 
endemic,"  said  R.  Taggart  Murphy,  an 
independent  financial  ana- 
lyst. "These  things  will  con- 
tinue until  you  get  a  revolu- 
tion." The  scandal 
underscores  the  need  for 
Hashimoto's  proposed  finan- 
cial reforms.  But  if  this  re- 
fonn  fails,  many  foreign  in- 
stitutions and  individual 
Japanese  will  avoid  a  mar- 
ket they  suspect  is  rigged. 

Nomui'a  will  not  escape 
censui'e  entirely.  It  faces 
criminal  charges,  and  Presi- 
dent Hideo  Sakamaki  will 
resign,  along  with  the  direc- 
tors who  oversaw  the  illegal 
trading.  Many  major  Japan- 
ese and  foreign  institutions, 
including  the  California 
Public  Employees'  Retire- 
ment System  pension  fund. 


have  suspended  business  vrith  Nomu- 
ra. Its  shares  have  fallen  over  11% 
since  the  scandal  broke  on  Mar.  6. 

Yet  if  the  past  is  any  guide,  very 
little  will  change.  Look  at  what  has 
happened  since  1991.  Then,  Nomura's 
top  two  execs.  Chairman  Setsuya 
Tabuchi  and  President  Yoshihisa 
Tabuchi  (no  relation),  resigned.  But 
Nomura  kept  its  hammerlock  on  the 
business,  and  the  self-imposed 
penance  proved  largely  ceremonial. 
By  1995,  the  Tabuchis'  rehabilitation 
was  complete,  and  they 
returned  to  the  board. 

Just  as  important, 
authorities  have  done 
little  to  curb  the  sokaiya, 
racketeers  with  yakuza 
links  who  meddle  in  the 
markets  and  extort 
payments  in  exchange 
for  not  disrupting 
shareholder  meetings. 
They  are  allegedly  part 
of  the  latest  scandal.  "Dealing  with 
the  sokaiya  is  a  daily  occurrence," 
says  an  ex-Nomura  staffer 

Scams  aren't  unique  to  Japan.  But 
at  least  on  Wall  Street,  many  have 
suffered  mightily  for  their  missteps. 
John  H.  Gutfreund,  ex-chairman  of 
Salomon  Brothers  Inc.,  and  two  other 
top  execs  paid  $40  million  to  settle  a 
lawsuit  after  the  firm's  1991  Treasury- 
auction  scandal.  Drexel  Bumham 


Lambert  Inc.  disintegrated  under  the 
pressure  of  a  government  probe.  Reg- 
ulators closed  Daiwa  Bank  Ltd.'s  New 
York  branch  last  year  and  fined  it 
$340  million  for  hiding  $1  billion  in 
bond-trading  losses. 
TAX  BONUS.  In  contrast,  Japan's  Secu- 
rity &  Exchange  Surveillance  Com- 
mission is  thinly  staffed  and  has  noth- 
ing like  the  clout  of  Washington's 
Securities  &  Exchange  Commission. 
And  local  law  treats  many  offenses 
lightly.  If  committed  in  Japan,  Daiwa's 
deception  would  have  drawn  a  fine  of 
less  than  $8,500.  Daiwa  even  talked 
Tokyo  tax  authorities  into  letting  it 
claim  the  U.  S.  fine  as  a  loss.  That  i*ul- 
ing  should  lower  its  1996  taxes  by 
more  than  $100  million. 

Much  tougher  oversight  is  needed 
as  Japan  approaches  a  redrawing  of 
its  financial  markets.  In  1998,  the 
business  barriers  between  banks  and 
brokerages  should  fall,  along  vrith 
commissions  on  large-lot  stock  trad- 
ing. So  foreign  firms  could  lure  away 
clients  who  don't  Uke  Nomura's  prices 
or  trading  practices. 

With  deregulation  coming,  the  rul- 
ing party  proposes  to  set  up  a  new 
watchdog  agency  to  replace  the  SESC. 
This  group  would  be  separate  from 
the  Finance  Ministry,  which  has  long 
put  the  interests  of  the  financial  sec- 
tor before  those  of  the  investing  pub- 
he.  But  ex-MOF  staffers  are  expected 

^  *  »    to  run  it,  and  it  will  have  no 
'  ,    *   added  powers  or  expanded 
.     ^  *    staff  to  prosecute  financial 
*  crimes. 

That's  hardly  the  kind  of 
body  that  can  root  out  mob 
influence  and  ensure  market 
transparency.  Then  again, 
that  may  be  the  point:  Set 
up  a  weak  connmission  that 
just  pretends  to  police  the 
markets.  If  that's  the  case, 
Hashimoto's  deregulation 
won't  create  the  modem 
capital  markets  Japan  needs. 
And  soon,  another  Prime 
Minister  will  wonder  aloud 
why  scandal  is  rocking  the 
securities  business. 


0  » 


NOMURA  CEO  SAKAMAKI:  He  and  others  will  resign 


Brull  tracks  Japan's 
firmmial  markets. 
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A  few  words  about  your  IRA. 


So  you've  got  your  IRA  in  the  stock  market. 
Since  1990,  the  ride's  been  great.  But  every  once  in 
a  while  you  hear  that  a  market  correction  is  coming. 

So,  you  take  your  IRA  off  the  market,  park  it  in  a 
bank,  and  pull  in  a  pathetic  3%.  Or  you  can  call  LiteUSA 
and  ask  us  about  Annu-A-Dex. 

Annu-A-Dex  is  a  fixed  annuity  that  lets  you  have 
the  best  of  both  worlds.  You  lock  in  the  gains  you 
already  have  with  the  security  of  a  fixed  annuity.  You 

also  have  the  chance  to 
participate  if  the  stock 
market  continues  to  rise. 


7/\/    Signing  Bonus 
An  immediate  7%  gain  the 


day  we  receive  your  funds 


That's  the  cake.  Now  the  icing.  You'll  also  get  an 
immediate  gain  of  7%  the  minute  your  premium  is 
paid.  With  the  bonus,  you  have  a  guarantee  that  your 
principal  will  increase  by  45%  in  the  next  seven  years, 
market  correction  or  not.  And  if  the  market  does  bet- 
ter than  that,  you  get  half  of  the  action.  With  no  risk. 

As  great  as  all  of  this  sounds,  this  is  no  wild,  new 
idea  from  an  unknown  company.  LifeUSA  has  over 
$4  billion  in  assets,  and  was  recently  named  by  Forbes 
magazine  to  its  "Assets  500"  list.  We  invite  you  to  find 
out  more  about  Annu-A-Dex  "T  *  iT  |  ■  A' 
with  a  call  to  1-800-950-7372.  JL/liCU 0#4 


P6100N  must  bf  annuitized  for  a  minimum  of  seven  years  to  receive  the  bonus.  Not  available  in  all  states   Marketed  through  LifeUSA  and  issued  by  Allianz  Life  Insurance  Company  of  North  America.  Not  licensed  in  NY. 
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nternational  Outlook 


■TED  BY  JOHN  TEMPLEMAN 


/ILL  BORIS  AND  BILL 
lATCH  A  CHILL  IN  HELSINKI? 


Vhen  President  Bill  Clinton  and  Russian  President  Boris 
Yeltsin  meet  in  Helsinki  on  Mar.  19-20,  their  summit 
could  quickly  turn  into  surreal  theater.  Behind  the 
ihomie  and  bear  hugs,  both  men  will  hang  tough  on  issues 
m  NATO  enlargement  to  arms  control.  Because  of  what 
■ir  domestic  audiences  demand,  neither  can  "do  what  it 
uld  take  to  keep  the  other  party  happy,"  says  Charles  A. 
pchan,  senior  fellow  at  the  Council  on  Foreign  Relations. 
Yeltsin,  bouncing  back  with  a  repaired  heart  and  a  gov- 
iment  shakeup,  has  to  prove  that  he  can  defend  Mother 
ssia  against  nato  advances.  Clinton  can't  afford  to  cave  in 
Russia's  lengthy  List  of  demands,  in- 
ding  a  virtual  veto  on  future  nato 
oloyment  and  enlargement.  It 
uld  make  him  look  weak  and  cost 
1  conservative  support  he  will  need 
en  the  Senate  votes  on  offering 
ro  membership  to  Poland,  Hungaiy, 
1  the  Czech  Republic. 
A.  fumbled  summit  could  produce 
lew  chill  in  relations  between  the 
!st  and  Russia.  A  binatal  rebuff  to 
itsin  risks  "sending  U.  S.-Russian 
ations  into  a  tailspin,"  warns 
nold  Kanter,  senior  associate  at  the 
rum  for  International  Policy.  Adds  Andrei  Kortunov,  pres- 
nt  of  the  Russian  Research  Foundation:  "[Yeltsin]  cannot 
ord  to  come  back  to  Moscow  with  empty  hands." 
INTON'S  PACKAGE.  In  strictly  economic  terms,  that  won't 
open.  Clinton  will  be  offering  Yeltsin  a  major  package  of 
port-Import  Bank  credits  and  Overseas  Private  Investment 
rp.  (OPic)  loan  guarantees.  He'll  also  be  promising  help  in 
rsuading  European  Union  countries  to  open  their  markets 
Russian  exports  and  support  for  Russian  membership  in 
J  Geneva-based  World  Trade  Organization  as  carrots  to 
plement  fiuther  Russian  economic  reforms. 
But  on  other  issues,  Yeltsin  won't  get  much  of  what  he 


SUMMITEERS 

NATO  on 
their  minds 


wants.  Clinton's  spinmeisters  are  forecasting  no  major  agree- 
ments— only  "steady  progi'ess"  at  most — on  a  NATO-Russia 
charter  and  a  variety  of  arms  control  topics.  Besides,  NATO's  key 
Madrid  ministerial  meeting  isn't  until  July,  so  it's  still  too  soon 
for  either  leader  to  make  significant  concessions. 

Some  forward  movement  is  possible,  of  course.  The  U.  S. 
may  go  part  way  toward  meeting  Russia's  demand  that  nu- 
clear weapons  should  not  be  deployed  in  new  nato  members' 
territories.  The  two  sides  might  agree  also  on  changes  in  a 
1990  pact  on  deployment  of  conventional  forces  in  Europe, 
negotiated  with  the  former  Soviet  Union  and  obsolete  since 
its  collapse. 

1  RAISING  THE  ANTE.  But  the  U.  S.  will  refuse  Russia  the 
vote  it  wants  in  nato  deliberations.  The  U.  S.  doesn't 
want  to  promise  a  long  delay  before  a  second  round  of 
NATO  expansion.  Also,  strategic  aitns 
control  talks  could  become  a  source  of 
I'        ■-  fi-iction.  Russia  wants  to  begin  negoti- 

ating START  3,  a  treaty  to  cut  nuclear 
arsenals.  But  the  U.  S.  insists  Russia 
should  first  ratify  the  predecessor 
START  2  treaty  to  show  its  good  faith. 

Russia  could  raise  the  ante  consid- 
erably with  diplomatic  moves  of  its 
own.  It  could  try,  for  instance,  to  in- 
timidate tlie  Baltics  and  other  nations  that  might  seek  to  join 
NATO.  And  it  could  move  closer  to  China  and  even  nations  the 
West  considers  pariahs.  "Russia  is  ah-eady  feeling  itself  much 
freer  in  its  contacts  with  countries  such  as  Iran  and  Iraq," 
warns  Sergei  Kolmakov,  director  of  the  fond  Politika,  a 
Moscow  think  tank  close  to  the  goveniment. 

With  such  saber  rattling  abeady  starting,  Helsinki  may  be 
a  success  if  Clinton  simply  avoids  any  worsening  in  rela- 
tions with  Russia.  He  needs  to  bolster  Yeltsin — but  without 
giving  away  the  store. 

Btj  Stan  Crock  in  Washington  and  Patricia  Kranz  in 
Moscow 


GLOBAL  WRAPUP 


iERMAN  MINERS  REVOLT 

•  Subsidies  to  German  coal  mines  may 
ndanger  Chancellor  Helmut  Kohl's 
lans  for  radical  tax  cuts  in  1998.  Kohl 
rants  to  slash  the  handouts — which 
he  government  claims  cost  more  than 
76,000  a  year  per  miner — by  60%  by 
005.  But  striking  miners  are  fighting 
he  cuts,  which  are  aimed  at  helping 
0  finance  lower  taxes. 

The  opposition  Social  Democratic 
'arty  (spd)  is  blocking  tax  legislation 
intil  Kohl  settles  with  the  miners' 
inion.  He  needs  spd  help,  since  it  con- 


trols the  Bundesrat,  the  upper  house 
of  parliament.  But  if  he  compromises, 
his  scope  for  tax  cuts  will  be  reduced. 
Germany's  overburdened  economy 
risks  remaining  trapped  in  a  vicious 
circle  of  high  taxes  and  high  outlays. 

SWISSAIR'S  AMERICAN  CAPTAIN 

►  Swissair,  long  a  bastion  of  Swiss 
corporate  culture,  will  soon  get  an 
American  pilot.  At  the  start  of  1998, 
Jeffrey  Katz,  a  17-year  American  Air- 
lines Inc.  veteran,  will  become  ceo. 
As  co-pilots,  he'll  have  two  Britons 
hired  from  British  Airways  PLC. 


Their  mission  is  to  help  Swiss  turn- 
around specialist  Philippe  Bruggisser, 
who  will  remain  president  of  Swiss- 
air's holding  company,  SAirGroup. 
Bruggisser  is  trying  to  get  the  gi'oup 
back  in  the  black  after  losses  of  $110 
million  in  1995.  Since  an  attempt  to 
forge  a  global  alliance  with  klm  Royal 
Dutch  Airhnes  and  Northwest  Air- 
lines Inc.  fell  apart  four  years  ago, 
the  airline  has  been  in  turbulence. 
Now  Swissair  may  have  to  cut  free 
from  Belgium's  loss-making  Sabena 
World  Airlines,  in  which  it  bought  a 
49.5%  stake  in  1995. 
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You'd  give  your  life  for  them. 
But  that's  not  what  they  want. 

They  just  want  you 
to  stay  healthy. 


The  fact  is,  you  could  be 
at  risk  of  having  a  first  heart  attack, 
if  you  have  high  cholesterol. 

PRAVACHOL  is  proven  to  help 
prevent  a  first  heart  attack. 


PRAVACHOL  is  the  only 
:holesterol-lowering  drug 
3f  its  kind  proven  to  help 
prevent  a  first  heart  attack. 
\nd  the  grim  fact  of  the 
natter  is,  up  to  337o  of 
people  do  not  survive  their 
irst  heart  attack. 
Improving  your  diet 
md  exercise  is  important, 
3ut  may  not  be  enough, 
io,  ask  your  doctor  about 
Pravachol.  It  may  help  you 
ive  a  longer,  healthier  life. 


Pravachol,  when  used  with 
diet,  is  proven  to  reduce  the  risk 
ot  a  first  heart  attack,  lower  the 
risk  of  death  from  heart  disease, 
and  lessen  the  risk  of  heart 
surgery,  based  on  a  new  landmark 
five-year  study  including  over 
6,500  males  with  high  cholesterol 
and  no  evidence  of  heart  cHisease. 
Pravachol  is  a  prescription  drug, 
so  you  should  ask  your  doctor 
or  healthcare  professional  if 
Pravachol  is  right  for  you.  Some 
side  effects,  such  as  slight  rash 
or  mild  stomach  upset,  occur 
in  about  2-4%  of  patients. 
Pravachol  should  not  be  taken 
by  women  who  are  pregnant  or 
nursing,  people  who  are  allergic 


to  any  of  its  ingredients  or  by 
anyone  with  liver  disease.  Your 
doctor  may  perform  blood  tests 
to  check  your  liver  function 
before  and  during  treatment. 
Tell  your  doctor  right  away  if  you 
experience  any  muscle  pain  or 
weakness,  as  it  may  be  a  sign  of 
a  rare,  but  serious  side  effect.  Be 
sure  to  mention  any  medications 
you  are  taking  so  any  possible 
serious  drug  interactions  can  be 
avoicled.  Please  see  important 
information  on  the  next  page. 


PMMCHOi: 

pravastatin  sodium  tablets 


Visit  our  Web  site  at  www.prnvachoLcom 


Ask  your  doctor 
if  Pravachol  is  right  for  you  or  call 

1-800-PREVENT 


PRAVACHOL  helps  prevent  first  heart  attacks. 

©1996  Bristol  Myers  Squibb  Co. 


PRAVACHOL^ 

Pravastatin  Sodium  Tablets 

CONTRAINDICATIONS:  Hypersensitivity  to  any  component  of  this  medication  Active  liver  disease  or 
unexplained,  persistent  elevations  in  liver  function  tests  (see  WARNINGS).  Pregnancy  and  lactation. 
Atfierosclerosis  is  a  ctironic  process  and  discontinuation  of  lipid-lowering  drugs  during  pregnancy  sfiould 
fiave  little  impact  on  ttie  outcome  of  long-term  tfierapy  of  primary  hyperctiolesterolemia  Cholesterol  and 
other  products  of  cholesterol  biosynthesis  are  essential  components  for  fetal  development  (includinq 
synthesis  of  steroids  and  cell  membranes).  Since  HMG-CoA  reductase  inhibitors  decrease  cholesterol 
synthesis  and  possibly  the  synthesis  ol  other  biologically  active  substances  derived  from  cholesterol,  they 
may  cause  fetal  harm  when  administered  to  pregnant  women  Therefore,  HMG-CoA  reductase  inhibitors  are 
contraindicated  during  pregnancy  and  in  nursing  mothers  Pravastatin  stiould  be  administered  to  women 
of  childbearing  age  only  when  such  patients  are  highly  unlil(ely  to  conceive  and  have  been  Informed 
of  the  potential  hazards.  If  the  patient  becomes  pregnant  while  taking  this  class  ol  diuq.  therapy  should  be 
discontinued  and  the  patient  apprised  of  the  potential  hazard  to  the  fetus  WARNINGS:  Liver  Enzymes  — 
HMG-CoA  reductase  inhibitors,  like  some  other  lipid-loviienng  therapies,  have  been  associated  with 
biochemical  abnormalities  of  liver  function  Increases  of  serum  transaminase  (ALT,  AST)  values  to  more  than 
3  times  ttie  upper  limit  of  noimal  occurnng  on  2  or  more  (not  necessarily  sequential)  occasions  have  been 
reported  in  1  3%  of  patients  treated  with  pravastatin  in  the  US  over  an  average  period  of  1 8  months  These 
abnormalities  were  not  associated  with  cholestasis  and  did  not  appear  to  be  related  to  treatment  duration. 
In  those  patients  in  whom  these  abnormalities  were  believed  to  be  related  to  pravastatin  and  who  were 
discontinued  from  therapy,  the  transaminase  levels  usually  fell  slowly  to  pretreatment  levels  These 
biochemical  findings  are  usually  asymptomatic  although  worldwide  expenence  indicates  that  anorexia, 
weakness,  and/or  abdominal  pain  may  also  be  present  in  rare  patients  It  is  recommended  that  liver 
function  tests  be  performed  before  the  initiation  of  treatment,  at  6  and  1 2  weeks  after  initiation  of 
therapy  or  elevation  in  dose,  and  periodically  thereafter  (e.g.,  semiannually).  Patients  who  develop 
increased  transaminase  levels  should  be  monitored  with  a  second  liver  function  evaluation  to  confirm  the 
finding  and  be  followeiJ  thereafter  with  frequent  liver  function  tests  until  the  abnormality(ies)  return  to  normal. 
Should  an  increase  in  AST  or  ALT  of  three  times  the  upper  limit  of  normal  or  greater  persist,  withdrawal  of 
pravastatin  therapy  is  recommended.  Active  liver  disease  or  unexplained  transaminase  elevations  are 
contraindications  to  the  use  of  pravastatin  (see  CONTRAINDICATIONS).  Caution  should  be  exercised  when 
pravastatin  is  administered  to  patients  with  a  history  of  liver  disease  or  heavy  alcohol  ingestion  (see 
CLINICAL  PHARMACOLOGY:  Pharmacokinetics/Metabolism)  Such  patients  should  be  closely  monitored, 
started  al  the  lower  end  of  the  recommended  dosing  range,  and  titrated  to  the  desired  therapeutic  effect 
Skeletal  Muscle  —  Rare  cases  of  rhabdomyolysis  with  acute  renal  failure  secondary  to 
myoglobinuria  have  been  reported  with  pravastatin  and  other  drugs  in  this  class.  Uncomplicated 
myalgia  has  also  been  reported  in  pravastatin-treated  patients  (see  ADVERSE  REACTIONS)  li/lyopathy. 
defined  as  muscle  aching  or  muscle  weakness  in  conjunction  with  increases  in  creatine  phosphokinase  (CPK) 
values  to  greater  than  10  times  the  upper  normal  limit,  was  rare  (<  0  1%)  in  pravastatin  clinical  trials. 
Myopathy  should  be  considered  in  any  patient  with  diffuse  myalgias,  muscle  tenderness  or  weakness,  and/or 
marked  elevation  of  (JPK  Patients  should  be  advised  to  report  promptly  unexplained  muscle  pain,  tenderness 
or  weakness,  particularly  if  accompanied  by  malaise  or  fever  Pravastatin  therapy  should  be  discontinued 
if  markedly  elevated  tP¥~  levels  occur  or  myopathy  is  diagnosed  or  suspected.  Pravastatin  therapy 
should  also  be  temporarily  withheld  in  any  patient  experiencing  an  acute  or  serious  condition 

Kredisposing  to  the  development  of  renal  (allure  secondary  to  rhabdomyolysis,  e.g.,  sepsis; 
ypotension;  major  surgery;  trauma;  severe  metabolic,  endocrine,  or  electrolyte  disorders;  or 
uncontrolled  epilepsy  The  nsk  of  myopathy  during  treatment  with  another  HIVIG-CoA  reductase  inhibitor  is 
increased  with  concurrent  therapy  with  either  erythromycin,  cyclosponne,  niacin,  or  fibrates  However,  neither 
myopathy  nor  significant  increases  in  CPK  levels  have  been  observed  in  three  reports  involving  a  total  of  100 
post-transplant  patients  (24  renal  and  76  cardiac)  treated  for  up  to  two  years  concurrently  with  pravastatin 
10-40  mg  and  cyclosponne  Some  of  these  patients  also  received  other  concomitant  immunosuppressive 
therapies  In  one  sinqle-dose  study,  pravastatin  levels  were  found  to  be  increased  in  cardiac  transplant 
patients  receiving  cyclosponne  Further,  in  clinical  trials  involving  small  numbers  of  pahents  who  were  treated 
concurrently  with  pravastatin  and  niacin,  there  were  no  reports  of  myopathy.  Also,  myopathy  was  not  reported 
in  a  trial  of  combination  pravastatin  (40  mq/day)  and  gemfibrozil  (1200  mg/day),  although  4  ot  75  pahents 
on  the  combination  showed  marked  CPK  efevations  versus  one  of  73  patients  receiving  placebo  There  was 
a  trend  toward  more  frequent  CPK  elevations  and  patient  withdrawals  due  to  musculoskeletal  symptoms  in 
the  group  receiving  combined  treatment  as  compared  with  the  groups  receiving  placebo,  gemfibrozil,  or 
pravastatin  monotherapy  (see  PRECAUTIONS:  Drug  Interactions!  The  use  of  fibrates  alone  may 
occasionally  be  associated  with  myopathy  The  combined  use  of  pravastatin  and  fibrates  should  be 
avoided  unless  the  benefit  of  further  alterations  in  lipid  levels  is  likely  to  outweigh  the  increased  risk 
of  this  drug  combination.  PRECAUTIONS:  General  —  Pravastatin  may  elevate  creatinine  phosphokinase 
and  transaminase  levels  (see  ADVERSE  REACTIONS)  This  should  be  considered  in  the  differential  diagnosis 
of  chest  pain  in  a  patient  on  therapy  with  pravastatin  Homozygous  Familial  Hyperctiolesterolemia. 
Pravastatin  has  not  been  evaluated  in  patients  with  rare  homozygous  familial  hypercholesterolemia  In  this 
group  of  patients,  it  has  been  reported  that  HMG-CoA  reductase  inhibitors  are  less  effective  because  the 
patients  lack  functional  LDL  receptors  Renal  Insufficiency  A  single  20  mg  oral  dose  of  pravastatin  was 
administered  to  24  patients  with  varying  degrees  of  renal  impairment  (as  determined  by  creatinine 
clearance).  No  effect  was  observed  on  the  pharmacokinetics  of  pravastatin  or  its  3a-hydroxy  isomeric 
metabolite  (SO  31 ,906)  A  small  increase  was  seen  in  mean  AUC  values  and  half-life  (tV;)  for  the  inactive 
enzymatic  ring  hydroxylation  metabolite  (SO  31 ,945)  Given  this  small  sample  size,  the  dosage  administered, 
and  the  degree  of  individual  vanability.  patients  with  renal  impairment  who  are  receiving  pravastatin  should 
be  closely  monitored  Information  for  Patients  —  Patients  should  be  advised  to  report  promptly 
unexplained  muscle  pain,  tenderness  or  weakness,  particularly  if  accompanied  by  malaise  or  fever  Drug 
Interactions  —  Immunosuppressive  Drugs.  Gemfibrozil.  tJiacin  (Nicotinic  Acid),  Erythromycin  See 
WARNINGS:  Skeletal  Muscle  Antipyrine  Since  concomitant  administration  of  pravastatin  had  no  effect  on 
the  clearance  of  antipyrine,  interactions  with  other  drugs  metabolized  via  the  same  hepatic  cytochrome 
isozymes  are  not  expected  Cholestyramine/Colestipol  Concomitant  administration  resulted  in  an 
approximately  40  to  50%  decrease  in  the  mean  AUC  of  pravastatin  However,  when  pravastatin  was 
administered  1  hour  before  or  4  hours  after  cholestyramine  or  I  hour  before  colestipol  and  a  standard  meal, 
there  was  no  clinically  significant  decrease  in  bioavailability  or  therapeutic  effect,  (See  DOSAGE  AND 
ADMINISTRATION:  Concomitant  Therapy  )  Warfarin  In  a  study  involving  10  healthy  male  subjects  given 
pravastatin  and  warfarin  concomitantly  for  6  days,  bioavailability  parameters  at  steady  state  for  pravastatin 
(parent  compound)  were  not  altered  Pravastahn  did  not  alter  the  plasma  protein-binding  of  warfarin 
concomitant  dosing  did  increase  the  AUC  and  Cmax  of  warfarin  but  did  not  produce  any  changes  in  its 
anticoagulant  action  (i  e ,  no  increase  was  seen  in  mean  prothrombin  time  after  6  days  of  concomitant 
therapy)  However,  bleeding  and  extreme  prolongation  of  prothrombin  time  has  been  reported  with  another 
drug  in  this  class  Patients  receiving  warfarin-type  anticoagulants  should  have  their  prothrombin  times 
closely  monitorerJ  when  pravastatin  is  initiated  or  the  dosage  of  pravastatin  is  changed  Cimetidine:  The  AUC" 
'2"'  for  pravastatin  when  given  with  cimetidine  was  not  significantly  different  from  the  AUC  for  pravastahn 
when  given  alone  A  significant  difference  was  observed  behveen  the  AUC's  for  pravastatin  when  given  with 
cimetidine  compared  to  when  administered  with  antacid  Digoxin  In  a  crossover  trial  involving  18  healthy 
male  subjects  given  pravastatin  and  digoxin  concurrently  for  9  days,  the  bioavailability  parameters  of  digoxin 
were  not  affected  The  AUC  of  pravastatin  tended  to  increase,  but  the  overall  bioavailability  of  pravastatin  plus 
its  metabolites  SQ  31 ,906  and  SQ  31 .945  was  not  altered  Cyclosponne  Some  investigators  have  measured 
cyclosponne  levels  in  patients  on  pravastatin,  and  to  date,  these  results  indicate  no  clinically  meaningful 
elevations  in  cyclosponne  levels  In  one  single-dose  study,  pravastatin  levels  were  lound  to  be  increased  in 
cardiac  transplant  patients  receiving  cyclosponne  Gemfibrozil  In  a  crossover  study  in  20  healthy  male 
volunteers  given  concomitant  single  doses  of  pravastatin  and  gemfibrozil,  there  was  a  significant  decrease 
in  urinary  excretion  and  protein  binding  ol  pravastahn  In  addition,  there  was  a  significant  increase  m  AUC, 
Cmax,  and  Tmax  for  the  pravastahn  metabolite  SQ  31,906  Combination  therapy  with  pravastahn  and 
gemfibrozil  is  generally  not  recommended  In  interaction  studies  with  aspirin,  antacids  (1  hour  prior  to 
PRAVACHOL),  cimetidine,  nicotinic  acid,  or  probucol,  no  statistically  significant  differences  in  bioavailability 
were  seen  when  PRAVACHOL  (pravastatin  sodium)  was  administered.  Other  Drugs  During  clinical  trials,  no 
noticeable  drug  interactions  were  reported  when  PRAVACHOL  was  added  to  diuretics,  antihypertensives, 
digitalis,  ACE  inhibitors,  calcium  channel  blockers,  beta-blockers,  or  nitroglycenn  Endocrine  Function  — 
HMG-CoA  reductase  inhibitors  interfere  with  cholesterol  synthesis  and  lower  circulating  cholesterol  levels 
and,  as  such,  might  theoretically  blunt  adrenal  or  gonadal  steroid  hormone  production  Results  of  clinical 
trials  with  pravastatin  m  males  and  post-menopausal  females  were  inconsistent  with  regard  to  possible 
effects  of  the  drug  on  basal  steroid  hormone  levels  In  a  study  of  21  males,  the  mean  testosterone  response 
to  human  chorionic  gonadotropin  was  significantly  reduced  (p<  0  004)  after  16  weeks  of  treatment  with  40 
mg  of  pravastatin  However,  the  percentage  of  patients  showing  a  >  50%  rise  in  plasma  testosterone  after 
human  chorionic  gonadotropin  stimulation  did  not  change  significantly  after  therapy  in  these  patients  The 
effects  of  HMG  CoA  reductase  inhibitors  on  spermatogenesis  and  fertility  have  not  been  studied  in  adequate 
numbers  of  patients  The  effects,  if  any,  of  pravastatin  on  the  pituitary-gonadal  axis  in  pre-menopausal 
females  are  unknown  Patients  treated  with  pravastatin  who  display  clinical  evidence  of  endocrine 
dysfunction  should  be  evaluated  appropriately  Caution  should  also  be  exercised  if  an  HIVIG-CoA  reductase 
inhibitor  or  other  agent  used  to  lower  cholesterol  levels  is  administered  to  pahents  also  receiving  other  drugs 
(e,g..  ketoconazole,  spironolactone,  cimetidine)  that  may  diminish  the  levels  or  activity  of  steroid  hormones. 
Cl^  Toxicity  —  CNS  vascular  lesions,  characterized  by  perivascular  hemorrhage  and  edema  and 
mononuclear  cell  infiltration  of  perivascular  spaces,  were  seen  in  dogs  treated  with  pravastatin  at  a  dose  of 
25  mg/kq/day,  a  dose  that  proriuced  a  plasma  drug  level  about  50  times  higher  than  the  mean  drug  level  in 
humans  faking  40  mg/day.  Similar  CNS  vascular  lesions  have  been  observed  with  several  other  drugs  in  this 
class  A  chemically  similar  drug  in  this  class  produced  optic  nerve  degeneration  (Wallerian  degeneration  of 
retinogeniculate  fibers)  in  clinically  normal  dogs  in  a  dose-dependent  fashion  starting  at  60  mg/kg/day,  a 
dose  that  produced  mean  plasma  drug  levels  about  30  hmes  higher  than  the  mean  drug  level  in  humans 
taking  the  highest  recommended  dose  las  measured  by  total  enzyme  inhibitory  activity).  This  same  drug  also 
produced  vestibulocochlear  Wallenan-like  degenerahon  and  retinal  ganglion  cell  chromatolysis  m  dogs 
treated  for  14  weeks  at  180  mg/kg/day,  a  dose  which  resulted  in  a  mean  plasma  drug  level  similar  to  that 


seen  with  the  60  mg/kg/day  dose  Carcinogenesis,  Mutagenesis,  Impairment  of  Fertility  —  In  a  2-yi; 
study  in  rats  fed  pravastatin  at  doses  of  1 0, 30,  or  1 00  mg/kg  body  weight,  there  was  an  increased  incidenr 
of  hepatocellular  carcinomas  in  males  at  the  highest  dose  (p  -.  0  01)  Although  rats  were  given  up  to  12' 
hmes  the  human  dose  (HD)  on  a  mg/kg  body  weight  basis,  serum  drug  levels  were  only  6  to  10  tim«"-,  hitjhn 
than  those  measured  in  humans  given  40  mg  pravastahn  as  measured  by  AUC  The  oraIadministrat,un  n\  10 
30.  or  100  mg/kg  (producing  plasma  drug  levels  approximately  0.5  to  5.0  times  the  human  drug  Itveis  ,jt  <ii 
mgl  of  pravastatin  to  mice  for  22  months  resulted  in  a  statistically  significant  increase  in  the  incidence  n 
malignant  lymphomas  in  treated  females  when  all  treatment  groups  were  pooled  and  compared  to  contro: 
(p  <  0.05).  The  incidence  was  not  dose-related  and  male  mice  were  not  affected  A  chemically  similai  drm 
in  this  class  was  administered  to  mice  for  72  weeks  at  25, 100,  and  400  mg/kg  body  weight,  which  resulter 
in  mean  serum  drug  levels  approximately  3,  15.  and  33  hmes  higher  than  the  mean  human  serum  drui 
concentration  (as  total  inhibitory  activity)  after  a  40  mg  oral  dose  Liver  carcinomas  were  signihcanll^ 
increased  in  high-dose  females  and  mid-  and  high-dose  males,  with  a  maximum  incidence  of  90  percent  ii 
males.  The  incidence  of  adenomas  of  the  liver  was  significantly  increased  in  mid-  and  high-dose  females 
Drug  treatment  also  significantly  increased  the  incidence  ot  lung  adenomas  in  mid-  and  high-dose  males  anc 
females.  Adenomas  of  the  eye  Harderian  gland  (a  gland  of  the  eye  ol  rodents)  were  signihcantly  higher  ir 
high-dose  mice  than  in  controls  No  evidence  of  mutagenicity  was  observed  in  vitro,  with  or  without  rat-livei: 
metabolic  activation,  in  the  following  studies  microbial  mutagen  tests,  using  mutant  strains  of  Salmonelli 
typhimunum  or  Escherichia  coir  a  forward  mutation  assay  in  L5178Y  TK  +/-  mouse  lymphoma  cells;  a 
chromosomal  aberration  test  in  hamster  cells;  and  a  gene  conversion  assay  using  Saccharomyces  cerevlsiaei 
In  addition,  there  was  no  evidence  of  mutagenicity  in  either  a  dominant  lethal  test  in  mice  or  a  rnicronucleua 
test  in  mice  In  a  study  in  rats,  with  daily  doses  up  to  500  mg/kg,  pravastatin  did  not  produce  any  adverse 
effects  on  fertility  or  general  reproductive  performance  However,  in  a  study  with  another  HMG-CoA  reductase, 
inhibitor,  there  was  decreased  fertility  in  male  rats  treated  for  34  weeks  at  25  mg/kg  body  weight,  althougt:11  - 
this  effect  was  not  observed  in  a  subsequent  fertility  study  when  this  same  dose  was  administered  for  11 
weeks  (the  enhre  cycle  of  spermatogenesis,  including  epididymal  maturahon)  In  rats  treated  with  this  same, 
reductase  inhibitor  at  180  mq/kg/day,  seminiferous  tubule  degenerahon  (necrosis  and  loss  of  spermatogenici 
epithelium)  was  observed  Afthough  not  seen  with  pravastatin,  hivo  similar  drugs  in  this  class  caused  drug- 
related  testicular  atrophy,  decreased  spermatogenesis,  spermatocytic  degeneration,  and  giant  cell  formation 
in  dogs  The  clinical  significance  of  these  hndings  is  unclear  Pregnancy:  Pregnancy  Category  X.  —  See 
CONTRAINDICATIONS  Safety  in  pregnant  women  has  not  been  established  Pravastatin  was  not  teratogenic)  - 
in  rats  at  doses  up  to  1000  mg/kg  daily  or  in  rabbits  at  doses  of  up  to  50  mg/kg  daily  These  doses  resulted 
in  20x  (rabbit)  or  240x  (rat)  the  human  exposure  based  on  surface  area  (mg/meter  •)  However,  in  studies  wittii  - 
another  HMG-CoA  reductase  inhibitor,  skeletal  malformations  were  observed  in  rats  and  mice  There  has... 
been  one  report  of  severe  congenital  bony  deformity,  tracheo-esophaqeal  fistula,  and  anal  atresia  iVatet 
associahon)  in  a  baby  born  to  a  woman  who  took  another  HMG-CoA  reductase  inhibitor  with 
dextroamphetamine  sulfate  during  the  first  trimester  of  pregnancy.  PRAVACHOL  (pravastatin  sodium)  should 
be  administered  to  women  of  child-bearing  potential  only  when  such  patients  are  highly  unlikely  to  conceive  i 
and  have  been  informed  of  the  potential  hazards  It  the  woman  becomes  pregnant  while  taking  PRAVACHOL  f\ 
(pravastatin  sodium),  it  should  be  discontinued  and  the  patient  advised  again  as  to  the  potential  hazards  to  ' 
the  fetus  Nursing  Mothers  —  A  small  amount  of  pravastatin  is  excreted  m  human  breast  milk  Because  of  i 
the  potential  for  serious  adverse  reachons  in  nursing  infants,  women  taking  PRAV.ACHOL  should  not  nurse  f ' 
(see  CONTRAINDICATIONS),  Pediatric  Use  —  Safety  and  effectiveness  in  individuals  less  than  18  years  old 
have  not  been  established  Hence,  treatment  in  pahents  less  than  18  years  old  is  not  recommended  at  this 
time,  ADVERSE  REACTIONS:  Pravastatin  is  generally  well  tolerated;  adverse  reactions  have  usually  beenr 
mild  and  transient  In  4-month  long  placebo-controlled  hials,  1  7%  of  pravastahn-treated  patients  and  1.2%| 
of  placebo-treated  patients  were  discontinued  from  treatment  because  of  adverse  experiences  attributed  tol 
study  drug  therapy;  this  difference  was  not  statistically  significant.  In  long-term  studies,  the  most  commoni 
reasons  for  disconhnuation  weie  asymptomatic  serum  transaminase  increases  and  mild,  non-specificl 
gastrointestinal  complaints  During  clinical  trials  the  overall  incidence  of  adverse  events  in  the  elderly  wasi 
not  different  from  tne  incidence  observed  in  younger  patients  Adverse  Clinical  Events  —  All  adverse! 
clinical  events  (regardless  of  attribution)  reported  in  more  than  2%  of  pravastatin-treated  patients  in  thel 
placebo-controlled  trials  are  identified  in  the  table  below;  also  shown  are  the  percentages  of  patients  inl 
whom  these  medical  events  were  believed  to  be  related  or  possibly  related  to  the  drug: 


All  Events 


Events  Attributed 
to  Study  Drug 


Body  System/Event 

Pravastatin 

Placebo 

Pravastatin 

Placebo 

(N  =  900) 

(N  =  411) 

(N  =  900) 

(N  =^411) 

% 

% 

% 

Cardiovascular 

Cardiac  Chest  Pain 

4.0 

3.4 

0.1 

0.0 

Dermatologic  Rash 

40- 

1.1 

13 

0.9 

Gastrointestinal 

Nausea/Vomihng 

73 

7.1 

2.9 

3.4 

Diarrhea 

6.2 

5.6 

2.0 

1.9 

Abdominal  Pain 

54 

69 

2.0 

3.9 

Constipahon 

40 

7.1 

2.4 

5.1 

Flatulence 

3.3 

3.6 

27 

3,4 

Heartburn 

29 

1.9 

2.0 

0.7 

General 

Fahgue 

3.8 

3.4 

1.9 

1.0 

Chest  Pain 

3.7 

1.9 

0.3 

0.2 

Influenza 

2.4- 

0.7 

00 

0.0 

Musculoskeletal 

Localized  Pain 

too 

9.0 

14 

1.5 

Myalgia 

27 

1.0 

0.6 

0.0 

Nervous  System 

Headache 

62 

3.9 

1.7- 

0.2 

Dizziness 

33 

3.2 

10 

0.5 

Henal/Genitounnary 

Urinary  Abnormality 

24 

2.9 

0.7 

1.2 

Respiratory 

Common  Cold 

70 

6.3 

0.0 

0.0 

Rhinitis 

40 

4.1 

0.1 

H 

Cough 

2.6 

1  7 

0.1 

'Stafisfically  significantly  different  from  placebo 

In  the  Pravastatin  Primary  Prevention  Study  (West  of  Scotland  Coronary  Prevention  Study)  (see  CLINICAL 
PHARMACOLOGY:  Clinical  Studies)  involving  6595  patients  treated  with  PRAVACHOL  (pravastatin  sodium) 
(N  =  3302)  or  placebo  (n  =  3293)  the  adverse  event  profile  in  the  pravastatin  group  was  comparable  to  that 
of  the  placebo  group  over  the  median  4  8  years  of  the  study  The  following  effects  have  been  reported  with 
drugs  in  this  class,  not  all  the  ettects  listed  below  have  necessarily  been  associated  with  pravastatin  therapy: 
Skeletal:  myopathy,  rhabdomyolysis,  arthralgia  Neurological  dysfunction  of  certain  cranial  nerves  (including 
alteration  of  taste,  impairment  of  extra-ocular  movement,  facial  paresis),  tremor,  vertigo,  memory  loss, 
paresthesia,  peripheral  neuropathy,  peripheral  nerve  palsy,  anxiety,  insomnia,  depression  Hypersensitivity 
Reactions  An  apparent  hypersensitivity  syndrome  has  been  reported  rarely  which  has  included  one  or  more 
of  the  following  features  anaphylaxis,  angioedema,  lupus  erythematous-like  syndrome,  polymyalgia 
rheumatica.  dermatomyositis.  vasculitis,  purpura,  thrombocytopenia,  leukopenia,  hemolytic  anemia,  positive 
ANA,  ESR  increase,  eosinophilia,  arthrhs,  arthralgia,  urticana,  asthenia,  photosensihvity.  fever,  chills,  flushing, 
malaise,  dyspnea,  toxic  epidermal  necrolysis,  erythema  multiforme,  including  Stevens-Johnson  syndrome 
Gastrointestinal  pancreatitis,  hepatitis,  including  chronic  active  hepatitis,  cholestatic  jaundice,  fatty  change 
in  liver,  and,  rarely,  cirrhosis,  fulminant  hepatic  necrosis,  and  hepatoma,  anorexia,  vomihng  Skin  alopecia, 
pruritus  A  variety  of  skin  changes  (e  q  ,  nodules,  discoloration,  dryness  of  skin/mucous  membranes,  changes 
to  hair/nails)  have  been  reported  Reproductive  gynecomastia,  loss  ot  libido,  erectile  dysfunction  Eye 
progression  of  cataracts  (lens  opacities),  ophthalmoplegia  Laboratory  Abnormalities  elevated 
transaminases,  alkaline  phosphatase,  and  bilirubin;  thyroid  funchon  abnormalities  Laboratory  Test 
Abnormalities  —  Increases  in  serum  transaminase  (ALT  AST)  values  and  CPK  have  been  observed  (see 
WARNINGS)  Transient,  asymptomatic  eosinophilia  has  been  reported  Eosinophil  counts  usually  returned  to 
normal  despite  conhnued  therapy  Anemia,  thrombocytopenia,  and  leukopenia  have  been  reported  with  Hf/lfi- 
CoA  reductase  inhibitors  Concomitant  Therapy  —  Pravastahn  has  been  administered  concurrently  with 
cholestyramine,  coleshpol.  nicohnic  acid,  probucol  and  gemhbrozil  Preliminary  data  suggest  that  the  addition 
of  either  probucol  or  gemfibrozil  to  therapy  with  lovastatin  or  pravastatin  is  not  associated  with  greatftr 
reduction  in  LDL-cholesterol  than  that  achieved  with  lovastatin  or  pravastatin  alone  No  adverse  reactions 
unique  to  the  comb.nation  or  in  addition  to  those  previously  reported  tor  each  drug  alone  have  been  reportei; 
Myopathy  and  rhabdomyolysis  (with  oi  without  acute  renal  failure)  have  been  reported  when  another  HMfi 
CoA  reductase  inhibitor  was  used  in  combination  with  immunosuppressive  drugs,  qemfibrozil,  erythromycin 
or  lipid-lowering  doses  of  nicohnic  acid  Concomitant  therapy  with  HMG-CoA  reductase  inhibitors  and  tfiebe 
agents  is  generally  not  recommended.  (See  WARNINGS:  Skeletal  Muscle  and  PRECAUTIONS:  Drug 
Interactions )  OVERDOSAGE:  To  date,  there  are  two  reported  cases  of  overdosage  with  pravastatin,  both  of 
which  were  asymptomatic  and  not  associated  with  clinical  laboratory  abnormalities.  If  an  overdose  occurs,  it 
should  be  treated  symptomatically  and  supportive  measures  should  be  inshtuted  as  required. 
CAUTION:  Federal  (USA)  law  prohibits  dispensing  without  prescription. 
Consult  package  insert  before  prescribing  PRAVACHOL^  (pravastatin  sodium). 
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I S  WEST  CAN'T  TAKE 
rS  EYES  OFF  TV 

3  Baby  Bell  plows  into  cable  as  rivals  scale  back 


traded  entity  that  holds  the  bulk  of  U  S 
West's  cable  assets.  As  other  cable  com- 
panies struggle  with  financial  constraints 
and  other  Baby  Bells  focus  on  getting 
into  long  distance,  U  S  West's  strategy 
sets  it  apart.  Lillis  relishes  i-unning  the 
only  company  hewing  to  this  course: 
"We'll  have  a  lot  of  years  without  much 
competition." 

And  U  S  West's  cable  holdings  could 
soon  gi-ow  to  lival  industry  leader  TCi's. 
In  1993,  U  S  West  paid  $2.6  billion  for  a 
25.5%  stake  in  Time  Warner  Entertain- 
ment Co.,  a  subsidiary  of  Time  Warner 
Inc.  that  owns  the  bulk 
of  its  cable  systems,  its 
Warner  Bros,  movie  stu- 
dio, and  its  Home  Box 
Office  pay-cable  network. 
The  relationship  with 
Time  Warner  has  long 
since  soured  over  control 
and  other  issues,  and  the 
two  companies  now  are 
negotiating  a  parting  of 
the  ways  that  will  likely 
hand  control  of  some  por- 
tion of  Time  Warner  En- 
tertainment's roughly  10 
million  subscribers  to 
U  S  West. 

HURDLE.  The  deal's  struc- 
ture is  certain  to  be 
nightmarishly  complicat- 
ed. U  S  West's  stake  now 
is  valued  at  more  than  $4 
billion,  and  the  company 
is  keen  to  get  control  of 
the  Time  Warner  sys- 
tems. The  big  stumbling 
block  in  reaching  a  deal 
is  how  much  U  S  West 


^  ell  Atlantic  (_  ui-p.  It'll  iele-L  om- 
W  munications  Inc.  at  the  altar  in 
^1994.  Nynex  Corp.'s  $1.2  bilhon 
"investment  in  Viacom  Inc.,  made 
993,  has  been  a  strategic  bust.  And 
!-TV,  the  consortium  of  phone  com- 
ies  that  intended  to  offer  TV  con- 
;  over  wires  they  owned,  is  being 
ttered.  Indeed,  most  of  the  boast- 
by  cable  and  telephone  companies 
ut  the  powerful  convei-gence  of  the 

industries  has  faded.  It  is  now  just 
ther  stale  fad  from  the  early  1990s, 
'hen  there's  U  S  West  Inc.  Based 
Englewood,  Colo.,  the  Baby  Bell, 
ch  provides  phone  service  to  about 
million  customers  in  14  western 
es,  has  never  moved  its  sights  ft'om 

goal  it  set  in  1992:  to  become  a 
:e  in  cable  television,  offei'ing  cus- 
lers  in  selected  cities  highly  inte- 
ted  telephone,  data,  and  tv  services 
h.  full  interactive  capabihties. 
iven  as  most  of  their-  peers  have  de- 


After  raising  $4.1  billion  in  debt  recently, 
U  S  West  can  spend  cash  in  amounts  that  its 
competitors  can  only  dream  about 

U  S  WEST  IS  NOW  THE  COUNTRY'S  THIRD-LARGEST  CABLE  OPERATOR 


veloped  deep  doubts  about  whether  it 
makes  sense  for  a  phone  company  to 
own  cable  systems,  U  S  West  execu- 
tives have  made  the  company  the  third- 
largest  cable  oper'ator  in  the  U.  S.  All 
told,  U  S  West  has  spent  $12.5  bilKon  to 
buy  systems  with  nearly  5  million  sub- 
scribers. And  it  plans  to  spend  at  least 
$3  billion  moi-e  by  the  end  of  1999  to 
make  these  systems  the  most  sophisti- 
cated in  the  country.  "This  is  the  right 
time  to  invest  in  a  very  powerful  net- 
work," says  Charles  M.  LiUis,  pr-esident 
of  U  S  West  Media  Group,  a  separately 


will  be  willing  to  shoulder  of  Time 
Warner-  Entertainment's  near-ly  $6  billion 
debt  load.  "Our  balance  sheet  is  not  for 
rent,"  says  U  S  West  Chairman  Richard 
D.  McCor-mick.  "We're  not  going  to  be 
the  debt  solution  for  Time  Warner-." 

U  S  West  Media  Group  became  a 
separately  traded  stock  in  late  1995, 
and  its  shar-es  have  managed  to  remain 
fairly  flat  since  then,  vs.  an  overall 
downtur-n  in  the  stock  prices  of  other 
cable  companies.  But  the  company's  rais- 
ing debt  load  and  interest  payments 
have  forced  its  once  robust  earnings 
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LILLIS:  "We'll  liaoe  years  without  much  competition" 


into  the  red.  For  now,  though,  there 
are  few  womes.  "This  is  a  very  healthy 
cable  company,"  says  Geoffrey  Johnson, 
an  analyst  with  investment  gi'ouj)  Gabel- 
U  &  Co.  "They  can  definitely  afford  to 
take  some  of  the  Time  Wanier  debt  if  it 
came  with  the  right  cable  assets." 

As  a  major  cable  company,  U  S  West 
has  a  tremendous  edge  over  its  com- 
petitors: It  is  well  capitalized  thanks  to 
its  core  phone  business  and  has  mas- 
sive clusters  of  customers  in  highly  de- 
sirable areas.  Following  its  recent  ac- 
quisition of  Continental  Cablevision  Inc., 
U  S  West  now  sends  either  phone  or 
cable  bills  to  nearly  20%  of  America's 
homes,  many  in  such  large  ui-ban  areas 
as  Boston,  Chicago,  Atlanta,  and  Los 
Angeles.  With  Time  Warner's  assets,  the 
comi)any  would  virtually  blanket  Ohio, 
Florida,  and  New  England,  giving  it  ac- 
cess to  60  of  the  top  100  II.  S.  markets. 
BIG  SPENDER.  With  those  kinds  of  re- 
gional clusters,  U  S  West  has  the  geo- 
gi'aphic  concentration  of  subscribers  as 
well  as  the  money  necessary  to  do  what 
giants  such  as  TCi  can't  manage — roll 
out  expensive  new  services,  such  as  ca- 
ble modems  and  digital  settop  bo.xes 
that  can  deliver  up  to  .500  channels  of 
TV  and  movies  on  demand.  Then  there's 
the  big  prize:  With  wires  already  in 
place,  U  S  West  could  go  toe  to  toe 
with  other  telephone  companies  in  local 
and  long-distance  service  far  from  its 
own  service  territory. 

To  get  there,  U  S  West  can  spend 
amounts  of  money  that  financially 
strapped  cable  companies  can  only 
di'eam  about.  Aftei'  raising  .$4.1  billion  in 
debt  recently,  U  S  West  Media  Group 
can  easily  afford  the  $1.2  billion  in  sys- 
tem upgi'ades  it  plans  for  this  year. 


more  than  double  what 
Continental  spent  the  yeai' 
befoi'e  it  signed  its  merg- 
er agreement  with  U  S 
West.  By  1999,  says  Lillis, 
the  company  will  have 
laid  fiber-optic  wii'es  capa-, 
ble  of  carrying  video, 
data,  and  voice  to  the 
neighborhoods  of  more 
than  98%  of  its  cable  sub- 
scribers, making  it  the 
most  sophisticated  system 
in  the  country.  "They're 
the  only  cable  company 
sizable  enough  that  has 
the  capital  to  execute  on 
their  own  schedule,"  says 
Glenn  R.  .Jones,  chairman 
of  Jones  Intercable  Inc., 
the  nation's  seventh- 
largest  cable  operator. 
"With  their  deep  pockets, 
they're  going  to  show  the  rest  of  the  in- 
dustry how  to  do  it  right." 

But  will  its  customers 
agi'ee?  Even  U  S  West 
executives  admit  to  un- 
certainty about  which 
technologies  consumers 
want  and  how  much  they 
will  be  willing  to  pay. 
Time  Warner's  much-bal- 
lyhooed  Oi'lando  interae- 
tive-TV  test  was  not  a 
success.  Also  a  bust  was 
a  1995  U  S  West  test  in 
Omaha  that  showed  the 
company  that  customers 
wouldn't  pay  foi-  all  the 
bells  and  whistles  that 
the  most  advanced — and 
expensive — technology 
could  dehvei'.  Omaha  also 
taught  U  S  West  that  it 
is  far  too  expensive  to 
build  new  networks  on 
top  of  established  cable 
systems.  It's  easier  and 
cheaper  just  to  buy  and 
upgi'ade  them. 

U  S  West's  cable  sys- 
tems are  now  being 
careful  in  rolling  out  new 
services.  It  plans  to  test 
telephone  service  in  At- 
lanta later  this  year  and 
still  is  looking  for  a  city 
in  which  to  launch  fligital 
boxes  for  movies  on  de- 
mand. After  a  year  of 
te.sting,  it's  selling  its  ca- 
ble-modem sei'vice  for 
$49.95  a  month  to  more 
than  2,000  customers  in 
Boston  and  Jacksonville, 
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Fla.  "The  cjuestion  for  them  is 
much  farther  they  can  go  at  thd 
prices,"  says  Sharon  Ai-mbnist,  an  an 
lyst  with  cable  follower  Paul  Kagan  A 
sociates.  "There  are  always  going  to ' 
early  adopter's  out  there  who  "will  p| 
for  the  newest  technology." 

Until  then,  U  S  West  Media  Groj 
also  has  to  worry  about  protecting  wl 
it  already  has.  Its  cable  business  is  fJ 
ing  heavy  competition  from  both  du'el 
broadcast-satellite  companies  and  ri  * 
telephone  company  Ameritech  Coi 
which  is  building  cable-TV  systems  i 
U  S  West  cable  strongholds  in  Detrcf. 
Chicago,  and  Cleveland.  In  recJ- 
months,  subscriber  growth  of  the  ' 
Continental  systems  has  slowed  to 
slightly  below  the  national  aver;iL 
Competition  also  forced  it  to  cut  vA 
for  some  customers.  , 
CLEAR  AS  A  BELL.  That's  not  slowi: 
down  U  S  West.  The  company  is  neg 
tiating  with  General  Instrument  Coi 
and  Scientific-Atlanta  Inc.  and  soon  m 
order-  state-of-the  ait  di 
ital   settop  boxes  f 
some  of  its  subscriber 
Its  25-person  Interacti 
Ser'vices  Group  is  spen 
ing  tens  of  millions 
buy  pieces  of  Intern 
companies,  includir 
Sports  Line  USA,  go 
com,  and  VDOnet,  and 
plans  to  roll  out  W< 
sites  offering  localized 
formation  in  10  citie 
Also,  its  research  lab 
working  out  the  bugs 
allow  its  cable  syster 
to  offer  phone  servi( 
that  sounds  as  good 
that  offer-ed  over  trad 
tional  phone  fines. 

With  cash  flow  of  $5< 
milMon  coming  in  fi"om  i 
Time  Warner-  investmer 
McCormick  and  Lillis  s£ 
that  they'r-e  in  no  hun 
to  cut  a  deal  with  Tin 
War-ner-.  "If  we  don't  do 
nickel's  worth  of  r-estr-u 
tur'ing,  we'r-e  fine  r'igl 
wher-e  we  are,"  says  M( 
Cor'mick.  "We  have  pre 
ty  good  mass  and  scale 
But  being  bigger  surel 
wouldn't  hurt  anythrnj 
especially  for  a  compan 
that  seems  intent  on  wir 
ning  the  race  to  wir 
America. 

By   Ronald  Grove 
and  Peter  Burrows 
Denver 
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aphael  Bravo,  Irving,  Texas. 


With  the  help  of  GTE  teleconferencing,  restaurateur  Raphael  can  be  in  5  different  cities  at 
jnce,  keeping  his  chefs  up  to  date  with  monthly  menu  changes.  He  counts  on  GTE  people, 
;]uality  and  reliability  to  make  his  life  easier.  So,  if  you  think  telecommfjnicatiohs  have  only 
complicated  your  life,  remember,  there's  one  company  you  can  count  on  for  help:  GTE, 
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FORD:  THE  BOARD 
STARTS  TO  GET  TOUGH 

Dearborn  is  under  the  gun  to  boost  margins-now 


With  overseas  losses  mounting- 
and  the  stock  falling.  Ford  Mo- 
tor Co.'s  board  of  directors 
reached  the  boiling  point  last 
fall.  SoiuTes  close  to  the  board  tell  busi- 
ness WKEK  that  11  of  Ford's  outside  di- 
rectors— led  by  Michael  D.  Dingman, 
chief  executive  of  Shipston  Group  Ltd. — 
were  so  frustrated  with  Ford's  une.x- 
pectedly  high  non-U. S.  auto  losses  in 
the  third  ((uarter  that  they  read  the 
riot  act  to  Chaii'man  Alexander  J.  Trot- 
man.  At  the  November  board  meeting, 
Dingman  read  the  chairman  a  letter 
from  the  outside  directors  calling  for 
him  to  bring  order  to  Ford  2000,  Ti'ot- 
man's  increasingly  unwieldy  global  re- 
organization plan.  No  more  earnings 
surprises,  they  said — especially  down- 
side ones. 

The  message  is  clear:  Trotman  must 


get  Ford  back  on  track  if  he  has  any 
hope  of  staying  chaiiTnan  past  his  6.5th 
birthday  in  July,  1998.  Ford's  auto  busi- 
ness is  stalling  amid  high  costs  and  in- 
ternal chaos  from  the  overhaul.  In- 
vestors question  whether  the  new 
president  of  automotive  operations, 
Jacques  A.  Nasser,  can  meet  his  own 
cost-cutting  goals  while  keej^ing  Trot 
man's  grand  strategy  out  of  the 
ditch.  Although  the  board  still 
supports  Ford  2000,  it  has 
gi'own  impatient.  "They  are 
asking,  Ts  this  ever  going 
to  really  work?' "  says  a 
source  close  to  the 
board. 


0^ 


NASSER:  Hiti  llth-huur  design  tinker 
ing  drives  some  colleagues  crazy 


In  a  statement,  Tr'otman  respond  \ 
"The  board  is  of  one  mind  and  is  stroni ' 
ly  behind  the  management  and  the  d 
rection  of  the  company."  He  declined  t 
comment  on  the  "content  of  board  mee 
ings."  Ford  directors  did  not  respon 
to  requests  for  comment. 

The  board's  restiveness  is  justifiabli 
Ti'otman  says  Ford  is  moving  towar 
its  goal  of  a  5%  profit  margin  on  autoi 
but  it  still  has  a  long  way  to  go.  Las 
year.  Ford's  worldwide  auto  margin  wa 
an  abysmal  1.4%,  down  from  1.9%  i 
199.5  (chart),  and  the  company  poste 
the  worst  auto  profits  and  highest  cost 
of  the  Big  Three.  Nearly  two-thirds  c 
Ford's  1996  net  income'  of  $4.4  billio 
came  fi-om  financial  services.  While  For 


let 


THE  KA:  Cute  as  a 
buttvn.  hilt  not  a  big 
Dioiiegiiiaker 
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some  hot-selling  tracks,  an  in-house 
entation  in  November  revealed  that 
ars  "lose  money  around  the  world." 
ord  2000,  launched  in  January,  1995, 

supposed  to  fix  all  that.  But  Ti-ot- 
's  overhaul  may  be  hurting  more 
1  it's  helping.  Company  insiders  say 
process  of  centralizing  operations 
learbom,  Mich.,  has  demoralized  em- 
ees — and  squashed  auto  earnings. 
,man  says  Ford  2000  will  result  in 
3ns  in  savings  and  a  nimbler  com- 
y.  But  investors  haven't  seen  a  pay- 
Ford's  stock  has  fallen  16%  since 

to  32'4  on  Mar.  11. 
rd  2000  certainly  is 
ig  to  make  it  more 
cult  to  reel  in  their 
;s,"  says  Gary 
lidus,  analyst  at 
ford  C.  Bernstein  & 
which  owns  21  mil- 
shares. 

'he  fii'eman  called  in 

ensure  Trotman's 
v'ival  is  Nasser,  the 
;sie  with  a  penchant 

Savile  Row  suits 
antique  watches. 

is  known  as  "Jac 

Knife"  for  his  belief  that  the  path  to 
sperity  must  be  slashed  open  vdth 
p  spending  cuts.  "I  regard  [cost-cut- 
^]  as  a  cnisade,"  he  says.  Since  being 
moted  in  October,  Nasser,  49,  has 
I  the  troops  to  cut  spending  by  up  to 

I  billion  this  year,  to  $114  billion — the 
t  year-over-year  cost  reduction  in 
•d's  94  years.  He  is  dumping  slow 
ers  hke  the  Probe  and  putting  the 
mderbird  on  hold  until  2001. 
>Jasser  has  gone  out  on  a  limb  with 

II  Street,  too,  promising  that  Ford's 
th  American  auto  profit  margin  will 
4%  in  1997,  up  from  2.7%  last  year 
estors  cheer  his  drive — but  remain 
ptical.  Says  one:  "Confidence  is  too 
)ng  a  word  to  use,  given  Ford's  re- 
t  track  record.  But  Nasser  will  pull 
all  the  stops." 

E  THREATS.  So  far,  Nasser  is  talking 
gh.  In  a  fiery  speech  at  the  Geneva 
tor  Show  on  Mar.  3,  he  cited  "ag- 
ssive  actions"  taken  to  cut  European 
lacity  and  pledged  more  to  come, 
irces  close  to  Ford  say  he  has  been 
3ng-arming  union  leaders  to  accept 
?e  and  job  cuts.  If  they  resist,  he 
eatens  to  move  production.  The  goal, 
s  an  investor,  is  to  cut  costs  by  20%< 
sach  of  Ford's  14  European  plants. 
5ome  insiders  think  Nasser's  am'a  of 
cess  is  exaggerated.  He  slashed  10,000 
s  when  he  ran  Ford's  European  op- 
tions in  1993-94,  and  profits  there  re- 
mded  to  $128  million  from  an  $873 


million  loss  in  1993.  But  the  tumaround 
was  fleeting:  Ford  lost  $352  million  in 
Europe  last  year  While  sales  are  strong 
for  the  Ka,  the  quii'ky  minicar  Nasser 
rolled  out,  it's  not  a  big  moneymaker. 

Nasser  is  not  entirely  to  blame,  since 
Europe's  car  market  tanked  just  as 
Ford  2000's  changes  began  to  be  imple- 
mented. Still,  he  now  must  tackle  such 
thorny  issues  as  a  smplus  of  suppliers  in 
high-cost  Germany.  Ajialysts  say  Ford's 
excess  capacity  of  about  350,000  cars  in 
Europe  means  that  he  must  close  a 
plant.  "He  took  a  big  chunk  out  of  em- 
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DATA,  COMPANY  REPORTS 

ployment  three  years  ago,  and  that 
didn't  stabilize  things,"  says  John  Law- 
son,  auto  analyst  at  Salomon  Brothers 
International  Ltd.  in  London. 

Not  all  of  Nasser's  instincts  lead  to 
cost-cutting.  Insiders  say  he  Ukes  to  tin- 
ker with  car  designs  in  their-  late  stages, 
which  can  lead  to  multimillion-dollar 
changes.  One  design  staffer  says  Nassei- 
shortened  the  snout  of  the  1999  Wind- 
stai"  minivan  at  the  Uth  horn*  because  "it 
didn't  fit  his  design  aesthetic."  Nasser 
proudly  acknowledges  that  he  sweats 
the  details  and  says  such  moves  were 
pait  of  his  fonner  job  as  head  of  product 
development.  But  insiders  lament  the 
costs  of  such  changes  and  their  effect 
on  morale.  "He  views  product  design  as 
his  sandbox,"  says  one  manager. 

Nasser  also  has  a  reputation  for  ex- 
ecutive excess.  When  he  was  promoted 
in  October,  he  kept  his  office  at  Ford's 
product  development  center  and  had  his 
lieutenants  move  there.  Insiders  say  the 
move  required  a  $1  million  remodeling 
job.  The  overhaul  coincidetl  with  com- 


Some  directors  aren't 
inclined  to  extend 
Trotman's  contract 
beyond  age  65 


panywide  meetings  exhorting  employ- 
ees to  pinch  pennies  to  help  cut  $2.5 
billion.  Staffers  emerged  fi'om  one  meet- 
ing to  see  five  shower  stalls  in  the  lob- 
by, awaiting  installation  in  the  new  of- 
fices. "It  was  hke  a  slap  in  the  face," 
huffs  one  staffer.  Nasser  says  his  exec- 
utives can  better  monitor  the  business 
by  staying  near  development,  and  adds 
that  his  office  was  actually  cut  down  in 
size  to  make  way  for  the  others. 

Nasser  will  have  to  chop  more  than 
that  to  make  up  for  car  losses,  analysts 
and  investors  say.  Many  expect  Ford  to 
'double'the  $1,(XK)  rebate 
on  the  Taurus,  which 
may  lose  the  top-selling 
car  spot  to  Toyota's 
Camry.  The  weak  yen 
is  letting  the  Japanese 
cut  prices  on  such  mod- 
els as  the  Camry  and 
Lexus  ES.300.  "Ford's  cai- 
lineup  will  come  under 
massive  assault,"  says 
Beai;  Steams  &  Co.  an- 
alyst Nicholas  Lobac- 
caro,  who  rates  the 
stock  "unattractive"  and 
projects  flat  1997  earn- 
ings with  auto  revenues  dipping  to  $115 
billion.  Since  Mar.  3,  analysts  have  cut 
fii'st-quarter  earnings  estimates  3%,  to 
about  $1  billion. 

Faced  with  such  giim  news,  sources 
close  to  the  board  say  that  directors 
Dingman  and  Drew  Lewis,  retu-ed  chau"- 
man  of  Union  Pacific  Corp.,  are  not  in- 
clined to  extend  Ti-otman's  contract  be- 
yond age  65,  as  he  hopes.  Also  raising 
tough  questions  are  retu'ed  Wells  Fargo 
Chairman  Carl  E.  Reichardt  and  Coca- 
Cola  Chaimnan  Roberto  C.  Gk)iziieta.  One 
source  close  to  the  talks  says  the  board 
is  weighing  whether  it  should  give 
William  Clay  Ford  Jr.,  39,  more  than 
the  nonexecutive  chainnan's  role  it  has 
been  consideiing.  To  give  the  company  a 
fresh  perspective,  the  board  is  consider- 
ing giving  young  Ford  responsibility  for 
coiporate  strategy  and  having  him  act  as 
public  spokesman.  Nasser  would  lead 
operations  as  president  or  CEO,  say 
sources  close  to  the  board. 

That  depends  on  Nasser  pulling  off 
his  biggest  tiu'naround.  If  he  fails,  the 
boaixl  might  look  outside  Ford  for  a  ceo, 
the  soiu'ces  say.  Tliat  would  shake  Ford's 
culture  to  the  core.  "We  all  have  a  lot 
riding  on  Jac,"  CFO  John  M.  Devine  re- 
cently told  an  analyst.  Indeed,  if  Nasser 
isn't  Mr.  Fixit,  Trotman's  retirement 
could  come  earlier  than  he  plans. 

By  Keith  Naughton  in  Detroit,  with 
Bill  Vlasic  in  Geneva  and  Heidi  Dawley 
in  London 
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Seven  of  the  world's  largest  pharmaceutical  and  medical  research  companies. 
Five  of  the  top  oil  and  gas  producers.  Financial  service  leaders  in  19  countries. 
What  do  they  have  in  common?  For  one  thing,  success  in  brutally  competitive 
fields.  For  another,  64-bit  AlphaServer™  systems  from  Digital.  Pharmaceutical 
giant  Rhdne-Poulenc  Rorer  manages  a  400-ft///io/i-character  data  ware- 
house with  an  AlphaServer  8400,  delivering  data  to  its  sales  force  30  days 
ahead  of  the  competition.  Sunoco  in  Canada  depends  on  the  speed  and 

scalability  of  DIGITAL  AlphaServer  systems.  AlphaSei'ver 

Now  overachieving 

systems  to  tailor  Bt  B  COmpaiiy  tlBBT  yOU.  refmery  output 
to  fluctuating  market  demand.  High-reliability  AlphaServer  systems  at  the 
New  York  Mercantile  Exchange  deliver  instantaneous  trading  information, 
shrugging  off  disasters  that  might  bring  lesser  systems  to  their  knees.  And 
AlphaSei'ver  systems  deliver  their  world-class  results  running  Windows  NT" 
or  UNIX*  or  OpenVMSr  If  that  kind  of  overachieving  sounds  good  to  you- 
wherever  in  this  world  you  do  business-call  1-800-DIGITAL.  Or  visit 
www.ads.digitaI.com/world.  And  make  the  Digital  edge  your  own. 
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Economics 


COMMENTARY 


By  Karen  Pennar 


A  HELPINC  HAND, 
NOT  JUST  AN  INVISIBLE  HAND 

For  capitalism  to  prevail,  the  widening  gap  between  rich  and  poor  must  be  address 


Thirty-five  years  ago,  Uni- 
versity of  Chicago  econo- 
mist Milton  Friedman 
wrote  Capitalism  Li- 
Freedom,  a  spirited  defense  of 
fi-ee  markets  and  small  govern- 
ment. In  the  years  since,  the 
book  became  a  manifesto  foi' 
unchaining  economies.  New 
generations  of  economists,  at 
Chicago  and  elsewhere,  em- 
braced its  tenets  as  they  fash- 
ioned gi'oundbreaking  theories 
to  explain  human  behavior  or 
how  financial  markets  work. 
Free  trade,  fiscal  discipline, 
deregulation,  and  competition 
became  the  watchwords  of  ex- 
ecutives and  conservative 
politicians  in  the  U.  S.  A  new 
orthodoxy — actually  a  late  20th 
century  brand  of  an  orthodoxy 
fii'st  set  forth  by  Adam 
Smith — took  root  in  board- 
rooms across  America.  The 
planned  economies  of  the  Sovi- 
et Union  and  Eastern  Europe 
collapsed,  and  new  govern- 
ments unleashed  a  brash  capi- 
talism on  their  citizens. 
Emerging  nations  just  entering 

the  global  marketplace  became  ^  ^   ^  „ 

fresh  converts  to  the  belief 

that  "free  is  good" — free  markets,  free  trade,  fi-ee  competi- 
tion, and  the  fi*ee  flow  of  technology  and  ideas — even  if,  of- 
ten, these  nations  were  hardly  free  politically. 
COUNTERREVOLUTION.  For  every  revolution,  though,  there  is 
a  counterrevolution.  In  books  and  articles,  journalists  and 
economists  are  warning  about  the  limits  and  failures  of  glob- 
al free  markets  and  suggesting  new  intei-ventions  by  govem- 
ment  to  reverse  these  bad  effects.  No  less  an  anticommunist 
than  George  Soros,  the  Hungarian-bom  investor  who  gave 
millions  to  support  democracy  in  Eastern  Europe,  has  sound- 
ed the  alarni  in  the  February  issue  of  the  Atlantic  Monthly. 
His  worry:  Unbridled  self-interest  and  laissez-faire  policies 
may  destroy  capitalism  from  within. 

So  who's  right?  Are  free  markets  an  unalloyed  good?  Or 
do  they  do  irreparable  harm?  As  with  all  competing  brands 
of  faith,  the  tiiith  lies  somewhere  between  the  two  poles. 
"Perhaps  we  should  be  saying:  'Free  is  good — but  read  the 
fine  print,' "  obsei-ves  Claudia  D.  Goldin,  an  economic  histori- 


an vrith  Harvard  Univer 
Free-market  policies  1 
hanced  gi-owth  around  tl 
world.  But  thei'e  have  b( 
losses,  too,  the  most  not; 
individuals  and  gi'oups  o; 
viduals  who,  by  reason  o 
sonal  history,  educational 
ment,  or  skill,  have  slipp 
down  the  economic  ladde 
as  others  have  climbed 
heights.  Friedman  believ 
is  a  temporary  consequei 
economic  dynamism,  and 
always  stressed  that  free 
kets  don't  guarantee  equ 
comes.  But  in  a  politicall 
society  in  which  cultural 
and  moral  values  still  ha 
er,  the  persistence  and  w 
ing  of  unequal  outcomes 
bling.  If  fi'ee-market  cap 
is  to  prevail,  fi-ee-market 
ties  must  allow  these  iss 
be  addressed. 

Worsening  income  inec 
in  the  U.  S.  is  not  a  new 
A  vast  literature  in  the  e 
ics  profession  has  docum* 
the  widening  gap  betwee 
come  returns  to  high  sch 
gi-aduates  and  income  ret 
to  college  graduates,  as  \ 
the  noteworthy  disparity  within  groups.  In  1980,  the  r 
male  college  gi-aduate  earned  about  one-third  more  thj 
median  male  high  school  graduate,  but  by  1993,  the  pr 
had  gi'own  to  more  than  70%.  College  gi'ads  lost  just 
their  lead  in  1995,  the  last  year  for  which  data  are  av£ 
But  cyclical  improvement  cannot  undo  the  long-tenn  t 
that  is  driving  a  wedge  between  the  better-educated  a 
less-educated  in  Ameiica. 

Wliile  the  trend  is  not  new,  the  stiiiggie  to  assign 
for  it  continues  apace.  In  his  just-pubhshed  book  Has 
ization  Gone  Too  Far?,  economist  Dani  Rodrik  of  the 
Kennedy  School  of  Government  at  Harvard  University 
gests  that  globalization  has  been  a  bigger  factor  in  exj 
the  wage  gap  than  the  consensus  of  economists  behev( 
Most  estimates  say  that  trade  explains  only  10%  to  20 
the  wage  gap.  But  it's  important  to  look  beyond  direct 
port  competition  to  see  the  broader  effects  that  global] 
can  have,  Rodrik  obseives. 
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bargaining,  for  instance,  is  likely  to  be  strongly  af- 
y  managers'  predilection  to  cite  international  compe- 
a  reason  to  keep  costs  low.  Over  time,  this  erodes 
)wer.  Corporations,  meanwhile,  flit  ft-om  country  to 
often  depriving  their  home  countiy  of  tax  rev- 
revenues  that  might  help  finance  social  safety  nets, 
ys  Rodrik,  governments  are  forced  to  curtail  social 
:e  at  precisely  the  time  when  markets  are  becoming 
d  more  open  to  harsh  global  competition, 
lelling  arguments  are  mustered  in  support  of  the 
it  technology  is  the  key  factor  responsible  for  the 
ip.  In  a  new  study,  David  H.  Autor  and  Lawrence  F. 
Harvard  University  and  Alan  B.  Krueger  of  Prince- 
versity  find  that  30%  to  50%  of  the  increase  in  the 
demand  for  more-skilled  workers  over  the  past  25 
in  be  explained  by  the  spi-ead  of  computer  technolo- 
diffusioii  of  this  technology  has  occun-ed  in  every  in- 


"There  shouldn't  be  anything  inherently  blocking  the  ad-- 
dressing  of  these  issues,"  says  foiTner  Senator  Bill  Bradley. 
"Markets  are  efficient  and  don't  pretend  to  be  equitable."  In 
fact,  in  the  U.  S.,  the  labor  market  itself  is  responding  to  the 
changes  that  have  occun-ed  over  the  past  two  decades  as 
more  people  head  for  college  to  obtain  the  credential  that 
will  reward  them  financially.  When  the  supply  of  college 
gi'ads  swells  and  the 

SOROS'  SHAKEN  FAITH 

The  staunch  anticommunist 
now  warns  that  unbridled 
self-interest  may  destroy 
capitalism  from  within 


supply  of  less  edu 
cated  workers 
shrinks,  there  might 
be  some  improve- 
ment in  relative 
wages  for  the  less 
skilled.  Similarly, 
the  Clinton  Admin- 
istration is  focusing 


MAN'S  GOSPEL 

conomist's  faith  in  the 
5S  of  the  market  has 
d  from  U.S.  boardrooms 
erging  nations 


dustry,  and  the  ris- 
ing demand  for 
skilled  workers  and 
the  increasing  re- 
turns to  education 
occurred  across  in- 
dustries as  well.  Eli 
Berman  at  Boston 
University  finds  the 
phenomenon  of 
ased  technological  change  to  be  pei-vasive  across  the 
ed  world.  And  even  in  some  developing  countries, 
Mexico,  where  theory  suggests  that  low-wage  work- 
ild  benefit  fi-om  increased  trade,  similar  wage  gaps 
1  skilled  and  nonskilled  workers  have  appeared, 
borders  have  allowed  goods,  capital,  ideas,  and  tech- 
to  move  at  will,  while  labor,  by  its  very  nature,  has 
id  a  relatively  stationaiy  item  subject  to  the  vicissi- 
f  the  global  marketplace.  Free  markets  are  the  vehi- 
apparatus,  by  which  these  changes  are  playing  out. 
s  no  chance,  even  most  critics  of  fr^e  markets  con- 
■  rolUng  back  the  clock  and  imposing  protectionist  or 
estrictive  measures.  Nor  should  there  be  a  desire  to 
jiven  the  great  gains  that  have  been  won — and  may 
won — through  globalization  and  technological  break- 
is.  But  it's  not  unreasonable  to  look  for  ways  to  en- 
)re  people  to  share  in  the  gains. 


on  education — though  Bradley  and  others  caution  that  new 
proposals  such  as  a  subsidy  to  pay  for  community  college  vdll 
merely  jack  up  the  price  of  the  two-year  progi'ams  rather 
than  broaden  access. 

MISSING  THE  MARK.  But  these  responses  in  the  marketplace 
and  by  government  may  not  sufficiently  amehorate  inequali- 
ties. What's  more,  the  strong  polarities  that  remain  between 
free-market  theorists  and  their  dissenters  suggest  that  cur- 
rent remedies  for  both  free-market  excesses  and  government 
ineptitude  may  be  missing  the  mark.  It's  time  to  look  at  how 
these  two  dominant  sectors  affect  the  third  vitally  important 
sector  known  as  the  community,  or  civil  society.  Historically, 
civil  society  has  developed  independently  of  both  the  market 
and  government.  But  there  are  bonds  and  linkages  that  de- 
velop over  time,  and  coiporate  actions  and  government  poli- 
cies can  easily  affect  the  health  and  welfare  of  communities. 

It's  one  thing  for  a  company  to  meet  global  competition  by 
shedding  some  low-wage  workers  and  reallocating  resoiux-es 
towai'd  computers  and  high-skilled  workers.  It's  quite  another 
tiling  for  a  company  that's  a  majoi-  employer  in  a  community 
to  pull  out,  lock,  stock,  and  bairel,  and  relocate  overseas.  That 
employer  does  have  an  obligation  to  the  community  it  has  left 
in  the  liuxh.  And  if  localities  are  going  to  trip  over  each  other 
to  offer  tax  breaks  and  othei'  giveaways  to  companies  to  set 
up  shop,  they  ought  to  demand  a  hefty  quid  pro  quo  in  the 
foiTTi  of  job  guarantees  fi'om  the  companies  to  the  community. 

Similarly,  it  may  be  true  that  government  hasn't  spent 
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money  well  in  its  assistance  pro- 
grams, and  that  the  poor  should 
move  off  welfare  and  into  work. 
But  just  how  will  that  be  aecom- 
phshed?  Recent  studies  show  that 
for  many  single  mothers,  the 
biggest  obstacle  to  obtaining  work 
isn't  lack  of  education  or  even  lack 
of  job  opportunities.  It  is,  rather,  an 
overnding  concern  for  the  well-be- 
ing of  their  children  in  dangerous 
neighborhoods  that  keeps  them  at 
home.  Government  monies  haven't 
improved  those  neighborhoods,  and 
their  absence  likely  won't  either.  A 
different  solution  might  be:  direct- 
ing funds  to  help  famihes  move  out 
of  crime-ridden  public  housing  and 
into  communities  where  they  can 
feel  more  secure  about  their  fami- 
hes, more  socially  engaged,  and 
thus  better  able  to  leave  home  and 
go  to  work.  The  government's  Mov- 
ing To  Opportunity  program,  fimd- 
ed  after  the  Los  Angeles  riots,  is 
beginning  to  do  just  that. 
CONVENIENCE?  Recent  work  in 
academia  suggests  that  community 
and  civil  society  have  an  important 
role  to  play  in  promoting  economic 
gTowth.  The  political  scientist 
Robert  D.  Putnam,  in  his  1993  book 
Making  Democracy  Work,  studied 
variations  in  civic  traditions  in 
modern  Italy  and  their  correlation 
with  regional  success.  More  recent- 
ly, Putnam  and  economist  John  F. 
Helliwell  of  the  University  of 
British  Columbia  in  Vancouver  con- 
cluded that,  holding  initial  income 
constant,  regions  of  Italy  with  a 
more  developed  "civic  communi- 
ty"— as  measured  by  a  composite 
index  of  voter  turnout,  newspaper 
readership,  and  density  of  sports 
and  cultural  associations — had  high- 
er growth  rates  from  1950  to  1990. 

Increasingly,  both  conservatives 
and  liberals  recognize  that  civil  so- 
ciety can  and  should  play  a  benefi- 
cial role  in  the  economy.  For  poUti- 
cal  conservatives,  it  may  be  a 
convenience  to  suggest  that  neigh- 
borhoods and  communities  can  pick 
up  where  govei-nment  leaves  off. 
And  for  hberals,  the  impulse  to 
promote  community  values  comes 
as  a  response  to  a  perceived  nation- 
al obsession  with  individual  self-in- 
terest. But  whatever  the  reasons, 
the  new  interest  in  the  economic 
role  of  social  gi'oups,  neighbor- 
hoods, and  communities  promises  to 
alter  the  terms  of  a  tired  debate 
between  the  relative  merits  of  gov- 
ernment and  free  markets. 

Senior  Writer  Pennar  covers 
developments  iyi  economics. 


Government 


POLICY  ADVISERS 


WHISPERING  IN 
BILL'S  RIGHT  EAR 

The  widening  influence  of  New  Democrat  Bruce  Reed 


The  defining  moment  in  Bruce  N. 
Reed's  career-  came  last  July,  when 
he  made  the  case  for  welfare  re- 
form at  a  White  House  showdovra 
in  fi'ont  of  President  Clinton.  Eschewing 
the  argument  that  the  issue  was  good 
election-year  pohtics,  the  New  Democrat 
intellectual  calmly  discussed  the  failures 
of  the  welfare  system.  Administration 
liberals  begged  Clinton  not  to  abandon 
the  poor.  "It  was  a  riveting  debate,"  re- 
calls Reed.  "When  it  was  over,  nobody 
could  tell  which  way  the  decision  would 
go."  But  not  for  long.  Clinton  decided  to 
sign  the  Republican-written  welfare  bill, 
prompting  two  liberal  advisers  to  re- 
sign. And  pohcy  wonk  Reed,  37,  won  a 
post-election  promotion:  chief  domestic 
adviser  to  the  President. 

These  days,  this  soft-spoken  son  of  a 
fonner  Idaho  state  senator  is  moving  to 
enact  the  centrist  promises  of  Clinton's 
1996  campaign.  They  include  initiatives 
to  help  former  welfare  recipients  find 


DIPLOMATIC 

Reed,  37,  says 
that  CUnton 
"has  always 
been  his  own 
best  domestic 
policy  adviser" 


jobs,  an  empha^i-  i 
parental  responsil  • 
ities  in  child-reai'ii 
a  renewed  offensi 
against  juven 
crime  and  drugs,  a 
more  stringent  an 
terrorism  measure 
Tlie  job  is  a  dre£ 
come  tiiie  for  the  f( 
mer  Rhodes  Schol 
But  it's  also  toug 
since  the  boss  always  butts  in.  Reed  pi 
it  diplomatically:  "The  President  has 
ways  been  his  own  best  domestic  poli 
adviser"  Still,  Chnton  hstens. 

The  two  go  back  nearly  a  decade- 
when  Chnton  chaired  the  centrist  Dei 
ocratic  Leadership  Council  and  Re 
edited  its  magazine.  The  New  Demc 
rat.  "We  have  a  wonk-to-wonk  relatio 
ship,"  the  Princeton  University  Engh 
major  chuckles.  He  played  a  key  role 
shaping  Clinton's  1992  campaign  mai 
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[  Second  Place,  Cold  War  ] 


Nobody  wants  to  finish  second.  That's  why  IKON  Office  Solutions'"  helps  you  connpete  better.  By  offering  copier 
systems  and  integrated  computer  networking  solutions.  By  managing  your  company's  mailroom  and  copy 
center.  And  by  handling  your  imaging  and  file  conversion  needs.  We'll  use  the  latest  technology  from  companies 
like  Oce,  Canon,  IBM,  Microsoft,  Sharp,  Ricoh  and  Compaq.  All  backed  by  a  National  Service  Guarantee.  And  all 
designed  to  help  your  company  do  one  thing.  Win.  To  help  your  company  come  in  first,  call  us  at  1-888-ASK-IKON. 


Wbffk 
to  Win. 


www.IKON.com 


Microsoft  is  a  registered  trademark  of  Microsoft  in  the  U.S.  and  other  countries.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation.  Compaq  is 
a  registered  trademark  of  Compaq  Computer  Corporation.  All  other  brand  and  product  names  are  the  trademarks  of  their  respective  holders. 


Government 

_:  :  ■   ■ 


^The  President  chose  Reed  because  he  has  chosen  to 
accede  to  Republican  priorities/'  gripes  a  liberal  critic 


festo,  Putting  People  First.  Reed  also 
has  close  ties  to  Vice-President  Al  Gore, 
sei"ving  as  chief  speechwiter  when  Gore 
was  in  the  Senate. 

Those  connections  make  Reed  a  pow- 
erful player  inside  the  White  House. 
But  they  haven't  shielded  him  fi'om  po- 
litical snipers  on  the  Left  and  the  Right. 
Mindful  of  the  '96  welfare  battle,  many 
liberal  Democrats  view  Reed  as  a  trai- 
tor With  the  departure  of  liberal  stal- 
warts— Harold  M.  Ickes,  George  R. 
Stephanopoulos,  and  Leon  E.  Panetta — 
from  Clinton's  circle  of  advisers,  the 
progressives  fear  the  Administration 
will  turn  its  back  on  traditional  con- 
stituencies to  attract  business,  subur- 
ban professionals,  and  GOP  moderates. 
"The  President  chose  Reed  because  he 
has  chosen  to  accede  to  Republican  pii- 
orities,"  gripes  Jeff  Faux,  president  of 
the  Economic  Policy  Institute,  a  liberal 
think  tank. 

And  although  Reed  shares  the  gop's 
fondness  for  family  values.  Republicans 
aren't  reveling  in  his  ascendancy.  Con- 
servatives complain  that  CHnton's  bal- 
anced-budget blueprint  creates  expen- 
sive new  domestic  programs  such  as 
mandated  health  benefits  for  children. 
"Their  budget  is  fundamentally  left- 
wing,"  grumbles  Grover  G.  Norquist, 
president  of  Americans  for  Tax  Refonn, 
a  conservative  think  tank.  "It  would 
make  Ickes  and  Stephanopoulos  proud." 
DEEP  THINKERS.  The  attention  Reed  is 
getting  these  days  is  evidence  that  Clin- 
ton is  giving  the  Domestic  Policy  Coun- 
cil a  larger  role  than  in  his  fii'st  term, 
when  Carol  H.  Rasco  was  DPC  chair.  An 
obscure  Arkansas  welfare  official  with 
close  ties  to  the  Clintons,  Rasco  seemed 
to  make  many  policy  decisions  on  an  ad 
hoc  basis.  The  result:  Clinton  drew  fire 
for  appearing  to  vacillate  and  looking 
unpiincipled — until  political  adviser  Dick 
Monis  persuaded  the  President  to  stick 
to  the  center  by  co-opting  aop  issues. 

Acting  on  Clinton's  order  to  beef  up 
domestic  policy.  Reed  has  assembled  a 
staff  dominated  by  deep  thinkers  rather 
than  political  vets.  To  ensure  follow- 
through  on  Administration  initiatives, 
Reed  created  teams  assigned  to  educa- 
tion, welfare,  health,  and  crime.  White 
House  colleagues  are  impressed.  "Bmce 
has  invigorated  domestic  policy,"  crows 
senior  Clinton  adviser  Rahm  Emanuel. 

Ti'umpeting  family  values  is  no  mere 
political  exercise.  Married  since  1983  to 


his  high  school  sweetheart,  a  former 
Justice  Dept.  lawyer  who  is  now  a  full- 
time  homemaker.  Reed  is  the  father  of 
two  young  children.  He  readily  boasts 
that  his  3-year-old  daughter,  Julia, 
"learned  to  walk  in  the  Oval  Office." 

Despite  that  doting-dad  demeanor. 
Reed  is  a  fierce  competitor  Indeed,  the 
former  captain  of  Oxford  University's 
ice-hockey  team  acknowledges  that  "pol- 
itics is  a  contact  spoil."  And  Reed  must 
cjuicldy  summon  up  his  hockey  skills  for 
the  coming  political  face-off  over  the 
fiscal  1998  budget.  Why  the  nish?  Much 
of  the  domestic  policy  blueprint  for  the 

REED'S 
SOCIAL  AGENDA 

■■■EliHMLiaHH 

The  top  priority  of  a  second  Clinton 
term.  Reed  will  work  with  states  to 
establish  national  skills  exams  in 
English  and  math  by  1999.  But  con- 
gressional Republicans  are  cool  to 
Clinton's  proposed  tax  breaks  for 
college  fees  and  job  training. 


WELFARE  REFORM 


Now  that  the  welfare  entitlement 
has  ended,  Reed  is  urging  business 
to  create  jobs  for  former  recipients. 
Other  priorities:  Increased  spending 
to  transport  inner-city  residents  to 
suburban  jobs  and  restore  benefits 
to  legal  aliens. 


FAMILY  VALUES 


Reed  is  an  architect  of  the  "person- 
al responsibility"  theme  of  Clinton's 
'96  campaign,  which  called  for 
school  uniforms  and  curfews. 
His  latest  push:  Expansion  of  the 
Family  &  Medical  Leave  Act  of  1993 
to  cover  doctor  visits  and  parent- 
teacher  conferences. 


Despite  resistance  from  some  liber- 
al Democrats,  Reed  is  negotiating 
with  Hill  Republicans  on  a  biparti- 
san plan  to  crack  down  on  juvenile 
crime.  But  White  House  antiterror- 
ism initiatives  draw  GOP  fire  as  an 
infringement  on  individual  rights. 


second  term  will  be  rolled  into  that  d' 
ument,  which  is  likely  to  form  the  ba 
for  a  five-yeai'  balanced-budget  deal  w 
Hill  Republicans.  Among  the  top  pri 
ities  tied  up  in  budget  talks:  tax  bret 
for  college  education  and  for  job  tr 
ing,  a  restoration  of  certain  welfare  b 
efits  for  legal  aliens,  and  additio 
transportation  assistance  to  help  inn 
city  residents  travel  to  suburban  jo 
"BULLY  PULPIT."  Getting  Repubhcans 
cut  a  deal,  however,  may  be  tough 
the  Donorgate  campaign-finance  sc 
dal  festers.  Hill  Republicans  have  ha 
ened  their  resistance  to  new  Clin 
initiatives.  Indeed,  go?  leaders — p 
ceiving  Clinton's  weakness — have 
layed  the  start  of  serious  budget  tal 

With  congi-essional  action  uncert 
Reed  is  pushing  ideas  that  don't  req 
legislation — but  that  use  the  Preside 
"bully  pulpit"  to  spui'  state  govemmei 
and  the  private  sector  into  action.  0 
example:  Clinton's  emphasis  on  imprc 
ing  American  education  standards, 
eluding  a  request  that  all  schools  ado 
standardized  tests  in  math  and  Engli 
for  fourth  and  eighth  gi'aders  by  19S 
The  President  is  also  urging  business 
to  hire  former'  welfare  recipients. 

But  as  Reed  woos  the  private  s< 
tor,  he'll  have  to  watch  his  left  flar 
Some  Hill  Democrats  believe  they  c 
persuade  Clinton  to  ignore  his  poll 
wonk.  Representative  Cynthia  A.  M 
Kinney  (D-Ga.),  a  leader  of  the  Co 
gressional  Progressive  Caucus,  figur 
the  President's  rightward  drift  is  te 
porary — and  can  be  reversed  by  Dem 
cratic  thi-eats  to  withhold  votes  for  Cli 
ton  initiatives.  "I  can't  believe  that  t 
shift  to  the  right  represents  anythii 
more  than  political  opportunism,"  sa 
McKinney.  "The  countervailing  pre 
sures  that  can  be  put  on  the  Whi 
House  by  people  like  me  can  make  su 
that  shift  is  only  momentary." 

That's  not  likely.  Still,  Reed  is  doii 
his  best  to  avoid  further  alienation 
the  left.  With  a  major  r-e vision  of  w( 
fai-e  reforms  doubtful,  the  White  Hou 
is  pushing  "welfare-to-work"  initiativ 
to  find  jobs  for  ex-recipients.  But  su 
attempts  to  reach  out  to  Democrat 
constituencies  are  not  a  sign  of  ideolo 
ical  softness.  As  friend  and  foe  ha 
learned  in  the  past,  this  intellectu 
speaks  softly  and — even  when  he's  n 
on  the  ice — skillfully  wields  a  big  stic 

By  Richard  S.  Durdiayn  in  Washingtt 


74  BUSINESS  WEEK  /  MARCH  24,  1997 


Life  In  The  Fast  Lane  Just  Got  A  Little 
moother  And  Quieter. 


hy  start  with  a  clean  sheet  of  paper  when  you  can  have  what  Automobile  Magazine  called  "The  best  car 
lilt  in  America"*  as  your  inspiration.  That's  why  the  design  of  the  all-new  Toyota  Camry  was  dedicated  to 
very  simple  proposition.  In  a  car,  performance  is  the  greatest  luxury  of  all.  No  amount  of  leather  and 
)od  trim  can  compensate  for  too  little  power  or  poor  handling.  Which  is  why  the  new  Camry  offers  a 
oice  of  more  powerful  engines.  And  why  a  refined  suspension  package,  strengthened  chassis,  available 
action  control  and  standard  Anti-lock  Brake  System**  are  all  designed  as  part  of  a  single  unit  intended  to 


itimize  driver  input  and  control.  Camry's  chassis  and  suspension  refinements  also  make  it  one  of  the  most 


mfortable  cars  in  the  fast  —  or  any  other  —  lane.  NEW (. y^^^       Better  Than  Ever 


I  love  what  you  do  for  me 


lall  1-800-GO-TOYOTA  or  visit  our  website  at:  littp://www. toyota.com  for  a  brochure,  video  or  fuU-line  CD-ROM  plus  the  location  of  your  nearest  dealer.  •Camry  XLE  V6,  Automobile 
Magazine.  March  1993-  Most  Camrys  are  built  in  America.  "Standard  equipment  on  all  Camry  models  except  CE  4-cyl  ©1996  Toyota  Motor  Sales.  U  S  A  .  Inc  Buckle  Up'  Do  it  lor  those  who  love  you 
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The  ability  to  think  about  old  truths  in  a  new  way 

is  the  ultimate  difference  between  ideas 

that  will  fade  and  those  which  will  catch  fire. 

The  greater  the  resources,  the  greater  the  possibilities. 


The  good  news  about  our  Web-deployable 
business  management  software  is,  you  can 
instantly  set  up  an  office  anywhere. 


©19%  Lawson  Sulh 


(The  bad  news  is,  we  mean  anywhere.) 


Suddenly,  no  potential  business  site 


is  too  remote,  no  expansion  plan  too  anil)itious. 


By  offering  instantaneous  and  luiiversal  aecess  to  critical 


financial  Information  from  virtually  anywhere.  LAWSON  INSIGHT" 


Business  Management  System  enables  people  to  work  faster  and  smarter  no  matter 


where  they  are.  And  new  sites  can  bf  hooked  up  in  minutes  (as  opposefl  to  months  or  even  years). 


f  act  is.  our  financials.  human  resources,  procurement  and  sup[)lv  chain  process  suites  can  help  your  business 


grow  —  at  a  fraction  of  the  cost  of  expanding  your  current  network.  LAWSON  INSIGHT.  Becditsc  ihc  Jitliirc  (  (in  t  nail. 


Visit  us  at  www.lawson.com/insight  or  call  1-800-477-1357. 


Who  are  the  standouts  among  the  companies  of  the  S&P500? 
Introducing  the  Business  Week  50,  an  honor  roll  of  the  best 
performers  culled  from  the  all-important  index.  Rewarding 
such  factors  as  sales  and  profit  growth  and  total  return  to 
shareholders,  the  BW  50  provides  a  dynamic  look  at  corporate 
performance— and  delivers  plenty  of  surprises 
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The  companies  of  the  S&P  500 
are  the  most  closely  watched 
in  America,  Now,  for  the  first 
time,  we  are  ranking  them  cm 
how  well  they  perform.  At  the 

top  are  the 
Busifiess  Week 

the  new 
corporate  elite 


The  Businej 


1  INTEL 

2  MICROSOFT 

3  DELL  COMPUTER 

4  CISCO  SYSTEMS 

5  TRAVELERS  GROUP 

6  MERCK 

7  NIKE 

8  COMPAQ  COMPUTER 


9  MBNA 

10  PFIZER 

11  ORACLE 

12  NATIONSBANK 

13  SUN  MICROSYSTEMS 

14  BRISTOL-MYERS 
SQUIBB 

15  JOHNSON  &  JOHNSON 


16  EMC 

17  FEDERAL  HOME 
LOAN  MORTGAGE 

18  ANDREW 

19  GREEN  TREE 
FINANCIAL 

20  HFS 

21  TELLABS 


22  NORWEST 

23  PHILLIPS  PETRO 

24  MERRILL  LYNCH 

25  COCA-COLA 

26  FIRST  BANK  SY5 

27  ELI  LILLY 

28  GILLEHE 

29  LOCKHEED  MAR' 
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Merck  &  Co.  may  date  back  to 
r"^^  ^  the  era  of  the  horse  and  buggy, 
P  W  but  when  it  comes  to  turbo- 

"  charged  performance,  the 

salth-care  titan  could  teach  any  SiHcon  Val- 
:y  startup  a  thing  or  two.  When  the  partially 
)nstructed  Virginia  plant  for  Merck's  new 
IDS  drug,  Crixivan,  got  buried  under  four 
set  of  snow  last  year,  everyone  from  man- 
ners to  lab  workers  rushed  in  with  snow 
lovels.  That  helped  Merck  get  the  lifesaving 
rug  off  the  production  line  just  15  months  af- 
n'  breaking  ground,  nine  months  ahead  of 
ihedule. 

You  won't  find  a  column  measuring  that 
ind  of  dedication  and  resourcefulness  on  any 
alance  sheet.  But  it's  one  potent  ingredient 
I  a  mix  of  factors  that  helped  propel  Merck 
)  double-digit  sales  and  earnings  gains  last 
ear,  when  it  reaped  a  staggering  45.5%  for 


shareholders.  Merck  may  be  an  old-line  com- 
pany, but  compare  its  performance  with 
those  of  many  other  stalwarts  in  Corporate 
America,  and  it's  a  sprightly  standout.  The 
pharmaceutical  giant  charged  into  the  No.  6 
slot  on  BUSINESS  week's  all-new  perfor- 
mance ranking  of  the  500  companies  in  the 
Standard  &  Poor's  index. 

Merck  is  in  good  company.  Intel  Corp. 
stood  out  as  the  top  all-around  star.  Close 
behind  were  three  other  high-tech  giants: 
Microsoft,  Dell,  and  Cisco  Systems — proof,  if 
ever  it  was  needed,  of  the  incredible 
strength  and  vibrancy  of  America's  technolo- 
gy leaders.  "Being  in  the  right  business  is 
sort  of  the  equivalent  of  being  to  the  manor 
born,"  says  Intel  Chairman  and  Chief  Exec- 
utive Andrew  S.  Grove.  But  a  high-tech  fo- 
cus wasn't  necessary  to  win  a  spot  on  the 
honor  roll.  Rounding  out  the  top  ranks  were 


[(MERS 


sek  Fifty 

ILLINOIS  TOOL 
WORKS 

MEDTRONIC 

FIRST  UNION 

HEALTHSOUTH 

3COM 

FIRST  CHICAGO  NBD 
PANENERGY 


37  SCHERING-PLOUGH 

38  DEAN  WIHER, 
DISCOVER 

39  BOSTON  SCIENTIFIC 

40  MGIC  INVESTMENT 

41  FANNIE  MAE 

42  GENERAL  ELECTRIC 

43  TYCO  INTERNATIONAL 


44  SERVICE  CORP.  INTERNATIONAL 

45  AMERICAN  HOME  PRODUCTS 

46  FIFTH  THIRD  BANCORP 

47  NORTHERN  TELECOM 

48  ABBOn  LABORATORIES 

49  AMGEN 

50  COLUMBIA/HCA 
HEALTHCARE 


BUSINESS  WEEK  /  MARCH  24.  1997  81 


such  powerhouses  as  Nike,  financial 
services  giant  Travelers,  and  mkna, 
a  Delaware-based  bank  that  has 
become  a  star  in  the  credit-card 
industry. 

What  makes  a  top  coi'porate  per- 
formei'?  Who's  the  best  across  the 
corporate  landscape — and  who's  the 
best  within  each  industry?  That's 
what  BUSINESS  WEEK  set  out  to  dis- 
cover. Deploying  a  range  of  key 
gi-owth  measures  that  investors  and 
managers  alike  use  to  judge  oper- 
ating and  financial  performance,  oui- 

aim  was  to  ferret  out  those  champions  that  stand  head  and 
shoulders  above  their  peers.  The  result:  the  business  week 
Performance  Ranking,  and  theii'  centerpiece,  the  business 
WEEK  50 — the  best  overall  perfoi-mers  among  the  S&P  500 
companies. 

Taken  together,  the  Performance  Ranking  and  the  BW  50 
provide  a  detailed,  wide-ranging  report  card  on  corporate 
performance.  They  won't  look  like  many  other  best-of 
lists  you've  seen,  but  they  will  give  you  a  host  of  insightful 

new  ways  to  analyze  many  of 

Tni;      f^^^  the  biggest-name  companies 

Rlli  A-ir^      ^'"^''"'S'      America.  Why?  Be- 

DLIoll\boo  M     cause  on  most  lists,  sheer  size  is 

Week  ^  9     ^"^^t  counts,  indeed,  the  new 

ratings  replace  the  business 
WEEK  1000,  which  ranked  com- 
panies by  market  capitalization. 

But  being  the  biggest  doesn't  always  mean  being  the 
best.  Case  in  point:  General  Motors  Corp.  Although  it  con- 
tinues to  rank  as  America's  largest  company  by  sales  vol- 
ume— a  heft  that  enables  it  to  reel  in  more  profits  than  all 
but  a  handful — when  analyzed  by  such  performance-driven 
measures  as  sales  or  earnings  gTowlh,  margins,  or  return  to 


a  Companies 
are  finally 
realizing  that  you 

can't  shrink 
to  greatness 

ERIC  ALMQUIST,  Mercer 


shareholders,  gm  is  a  less-lumin 
giant.  It  came  in  just  No.  28(i!ii 
overall  performance. 

Instead,  business  week's  n.v 
ranking  capture  the  dynamism 
the  growth  that  are  at  the  coi  i 
any  successful  company.  At  the  n, 
of  the  day,  what  really  matters  in  > 
ultracompetitive  global  economx 
performance.  And  ultimately,  p 
formance  means  growth:  It's  a 
flection  of  management's  abihty 
build  new  businesses,  to  find  ii 
revenues,  to  drive  earnings  up,  ;i 
to  create  shareholdei'  value.  "Finding  ways  to  grow,"  s; 
John  F.  Welch,  chairman  and  UEO  of  General  Electric  Co. 
the  ticket  to  the  dance." 

LITTLE  FAT  LEFT.  Moreover,  with  the  economy  heading  ii 
its  seventh  year  of  expansion — and  fears  of  an  inevital 
slowdown  on  the  rise — the  need  to  squeeze  additim 
growth  out  of  assets  weighs  more  heavily  than  e\ 
on  management.  And  after  years  of  downsizing  and  i 
stiucturing,  many  of  the  best  managers  in  Corporate  Aim 
ica  know  they've  wrung  about  as  much  as  possible  out 
costs.  Sure,  keeping  expenses  down  is  important,  but  rn 
panies  from  GE  to  Gillette  Co.  are  far  more  focused 
developing  new  businesses  and  digging  more  revenues 
of  the  old.  "Companies  are  finally  realizing  that 
can't  shrink  to  greatness,"  says  Eric  Almquist,  a  \  i( 
president  of  New  York-based  Mercer  Management  Cu 
suiting  Inc. 

That's  certainly  true  of  the  top  performers  who  ha 
made  it  to  the  BW  50.  They  have  gone  about  it  in  differe 
ways,  but  all  focus  on  gi'owth.  Some  have  bulked  up  tlii'ouj 
acquisitions;  others  have  spent  heavily  on  I'esearch  and  d 
velopment  and  produced  a  steady  stream  of  innovative  ne 
products.  Still  others  concentrate  intently  on  core  bu 


WHY  IT'S  SO  TOUGH  TO  BEAT  THE  S&P 


The  whole  world  watches  the  Dow 
Jones  industrial  average,  but  for 
investment  managers,  beating  the 
Dow  will  not  necessarily  make  them 
heroes.  Whether  they  collect  a  fat 
bonus  or  nothing  at  all  depends  on 
their  performance  vs.  the  Standard  & 
Poor's  500  stock  index. 

The  S&P  index  first  gained  sway  ovei 
the  markets  back  in 
the  1970s,  when  pen- 
sion-fund managers 
sought  a  broad-based 
index  against  which 
to  judge  their  perfor- 
mance. Though  much 
else  on  Wall  Street 
has  changed  in  the 
years  since,  the  S&P 
500  has  persisted  as 
the  market's  principal 
benchmark — and  an 
often  difficult  one  to 
beat  at  that.  Foi-  the 
past  three  years,  in 


SMALL  INVESTORS 
FLOCK  TO  THE  S&P  500 
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fact,  most  institutional  money  managers 
and  mutual-fimd  managers  have  failed 
to  do  so.  Only  22%  of  U.  S.  diversified 
equity  funds  topped  the  index  in  1996, 
for  example. 

As  a  consequence,  fiaistrated  investoi's 
have  jjoui'ed  an  estimated  $475  billion 
into  S&P  index  funds.  Since  the  end  of 
1994  alone,  the  assets  of  the  largest  index 
mutual  fimd,  the  Van- 
guard Index  500  Fund, 
have  risen  276%  (chart). 
Because  such  funds  in 
tiu'n  buy  the  same  index 
stocks,  the  effect  is  per- 
verse: Those  piu-chases 
drive  prices  higher  still, 
making  the  index  even 
harder  to  beat. 

The  index  itself  was 
born  in  1957,  when  the 
number  of  stocks  in  the 
S&P  Composite  was  in- 
creased from  416.  In 
1976,  the  configiu'ation 


was  codified:  400  industrial  stock 
utilities,  40  financial,  and  20  tran 
tion,  though  the  guidelines  have 
been  relaxed  to  reflect  the  mark( 
was  also  around  then  that  the  s& 
gained  prominence,  in  reaction  to 
federal  law  that  required  pension 
ministrators  and  consultants  to  n 
money  managers'  performance.  T 
Dow  industrials,  with  just  30  sto< 
was  too  narrow.  The  s&p,  which 
accounted  for  some  95%  of  the  m 
caiiitalization,  seemed  the  right  c 
WORK  IN  PROGRESS.  If  the  S&P 
since  become  a  Wall  Street  instit 
its  composition  is  always  in  flux. 
1995  and  1996,  57  names  were  ac 
mainly  to  replace  acquired  compi 
This  year  has  seen  two  switches 
surance  broker  Alexander  &  Ale 
Services  was  replaced  by  insurer 
seco,  while  Boatmen's  Bancshare 
way  to  HealthSouth.  The  index 
ers  at  s&p  determined  that  the  h 
care  company  would  make  the  in' 


82  BUSINESS  WEEK  /  MARCH  24,  1997 


Sales  nw  best  ami  worst  in 

TOP  TEN  (ONE-YEAR) 

BOTTOM  TEN  (one  YEAR) 

TOP  TEN  (THREE-YEAR) 

BOTTOM  TEN  (THREE-year) 

PERCENT  INCREASE 

PERCENT  DECREASE 

AVERAGE  ANNUAL  INCREASE 

AVERAGE  ANNUAL  DECREASE 

HFS 

93% 

NOVELL 

-34% 

CISCO  SYSTEMS 

81.4% 

DUN  &  BRADSTREET 

-27.1% 

CISCO  SYSTEMS 

80 

STONE  CONTAINER 

-30 

VIACOM 

78.3 

CVS 

-24.0 

UNITED  HEALTHCARE 

78 

APPLE  COMPUTER 

-23 

HEALTHSOUTH 

72.2 

TENNECO 

-23.8 

SONAT 

74 

ADVANCED  MICRO  DEV. 

-21 

3COM 

60.1 

ITT  INDUSTRIES 

-22.3 

TJX 

68 

ALCAN  ALUMINUM 

-18 

WORLDCOM 

58.5 

BAXTER  INTL. 

-18.8 

WALT  DISNEY 

67 

JAMES  RIVER 

-16 

FIRST  DATA 

57.3 

CALIBER  SYSTEM 

-17.3 

CROWN  CORK  &  SEAL 

65 

ASARCO 

-16 

FIRST  CHICAGO  NBD 

56.9 

IKON  OFFICE 

-16.9 

WELLS  FARGO 

62 

CHAMPION  INTL. 

-16 

BOSTON  SCIENTIFIC 

53.6 

KERR-McGEE 

-14.0 

NORAM  ENERGY 

62 

HERCULES 

-15 

ST.  JUDE  MEDICAL 

52.8 

UNOCAL 

-12.9 

JEFFERSON-PILOT 

56 

TEXAS  INSTRUMENTS 

-13 

APPLIED  MATERIALS 

52.7 

NOVELL 

-12.7 

DATA  STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  OF  THE  McGRAW-HILL  COMPANIES 

sses,  dominating  their  markets.  And  along  the  way,  many 
ve  reworked  incentive  systems  to  reward  workers  and 
magers  alike  for  going  the  extra  mile. 
So  how  did  business  week  calculate  its  ranking?  We  be- 
n  with  two  of  the  most  important  components  investors 
3  to  judge  operating  performance:  top-line  revenue  gi-owth 
d  earnings  growth.  Next,  we  added  total  returns,  a  coi'e 
sasure  of  how  well  management  is  performing  for  shai-e- 
Iders.  Since  sustaining  growth  is  far  more  difficult  than 
:ting  on  a  short-term  spurt,  we  measured  all  three  of 
3se  key  rates  over  both  one-  and  three-year  time  spans. 


Finally,  we  added  two  key  indicators  of  financial  perfor- 
mance: net  margins  and  return  on  equity.  After  all,  growth 
does  little  good  if  management  gets  scant  return  from  its 
assets. 

With  the  eight  criteria  set,  next  came  judgment  day.  We 
evaluated  each  of  the  companies  in  the  much-watched  index 
produced  by  Standard  &  Poor's,  s&p  is  owned  by  The  Mc- 
Graw-Hill Companies,  which  also  owns  business  week. 
Why  the  s&p?  Quite  simply,  it  has  become  the  universally 
accepted  measure  for  stock  market  performance,  both  on 
Wall  Sti'eet  and  among  small  investors.  Its  500  companies 


)  the  makeup  of  the  market, 
oosing  a  replacement,  s&p  takes 
isideration  market  value,  indus- 
sgory,  and  a  prospect's  financial 
n.  "s&p  has  done  a  good  job  of 
sure  the  index  reflected  the  de- 
basic  manufacturing  and  the 
:echnology,"  says  H.  Vernon 
;,  chief  investment  officer  at 
Private  Capital  Management, 
they  choose  new  companies, 
?k  better,  more  successftil  com- 
and  that  gives  the  index  more 
>wth  orientation." 
Dther  major  consideration  for 
g  companies  for  the  index  is  hq- 
^f  investors  can't  buy  or  sell 
sasily,  s&p  doesn't  want  it. 
vhy  UAL  Corp.,  despite  a  $38  bil- 
rket  value,  is  not  in  the  index. 
5%  of  its  shares  are  locked  in  an 
3e  stock-ownership  plan. 
:  makes  the  index  so  tough  to 
t's  a  capitalization-weighted  in- 
lay accounting  for  69%  of  the 
value  of  the  $8.1  trillion  U.  S. 
market.  The  larger  the  market 
1  company,  the  more  it  counts  in 
ex.  The  10  largest  stocks  drive 


19%  of  the  index,  and  the  50  biggest, 
nearly  half.  This  makes  the  index  sensi- 
tive to  the  fortunes  of  these  megacom- 
panies,  and  for  the  past  few  years,  at 
least,  they  have  been  on  a  roll.  The 
globalization  of  business  plays  right  to 
their  strengths.  Corporations  such  as 
General  Electric  Co.  and  Coca-Cola  Co. 
have  the  products,  expertise,  and  re- 


BULK  POWER 


The  index  is 
highly  sensitive  to  the  fortunes 
of  megacompanies  like  Coke  and 
GE,  and  globalization  has  them 
humming 


sources  to  exploit  those  opportunities. 

Another  reason  why  money  managers 
are  undeipeifonrdng  the  index  is  that 
they  tend  to  invest  in  companies  that 
have,  on  average,  much  smaller  market 
caps  than  those  in  the  s&p.  Although  his- 
torically, smaller  stocks  have  delivered 


higher  returns,  over  the  past  three  years 
that  hasn't  been  the  case.  Even  when 
managers  invest  in  large-cap  stocks,  they 
"equal-weight"  theii'  portfolios.  So  if  the 
larger  companies  outpeifoi-m  the  smaller, 
these  managers  don't  always  get  the 
same  peifoi'mance  as  the  index  fimds. 

Because  movement  in  the  S&P  500  is 
so  influenced  by  the  largest  companies, 
many  investment 
managers  would 
prefer  to  be  judged 
by  other  measures. 
"The  best  bench- 
mark is  one  that 
emulates  the  pond 
where  the  manager 
is  fishing,"  says 
Ronald  D.  Peyton, 
president  of  Callan 
Associates  Inc.,  an 
investment  consult- 
ing firm  that  can  draw  on  some  (iOO  in- 
dexes. Still,  Peyton  concedes,  what 
clients  of  these  managers  still  want  to 
know  at  the  end  of  the  day  is:  "Did  we 
beat  the  s&p?" 

Bij  Jeffrey  M.  Laderr>mn  in 
New  Yo)-k 
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TOP  TEN  (ONE-YEAR) 

PERCENT  INCREASE 


together  make  up  two- 
thirds  of  the  total  market 
value  of  U.S.  stocks.  As 
such,  they  are  some  of  the 
most  important — and  most 
closely  followed  compa- 
nies— in  Corporate  America 
(page  82). 

The  results  provide  an 
in-depth  look  at  how  these 
companies  really  stack  up 
against  one  another.  Who 
has  got  the  best — or  the 
worst — three-year  sales 
growth  record  among  the 
500?  The  best  net  margins? 
The  worst  return  to  share- 
holders? You'll  find  the  an- 
swers scattered  throughout 
the  accompanying  pages. 
But  you'll  find  much  more. 
BUSINESS  WEEK  also  as- 
signed the  500  companies  a 
repoi't-card  grade  for  each 
of  the  eight  criteria,  based 
on  how  well  each  per- 
formed against  its  peers. 
It's  just  like  in  school:  For 
every  measure,  the  compa- 
nies that  ranked  in  the  top 
20%  received  an  A,  the 
next  20%  got  a  B,  and  so  on  down  to  the  Fs  in  the  bottom 
quintile.  (The  handful  of  S&P  companies  for  whom  data  was 
not  available — primarily  new  spin-offs — received  an  incom- 
plete.) Those  grades  can  be  found  in  the  Performance 
Ranking  table  starting  on  page  91. 

TWO  ALL-STARS.  Finally,  to  obtain  our  overall  Performance 
Ranking  of  the  500,  business  week  then  averaged  the 
ranking  each  company  received.  Here,  to  recognize  the 
fact  that  it's  a  lot  easier  for  small  companies  to  score  big 
percentage  gains  than  for  big  companies,  we  weighted  the 
ranking  slightly  by  sales  volume. 

The  result?  Think  of  it  as  the  corpo- 
rate equivalent  of  a  student's  grade- 
point  average.  And  it's  no  surprise  that 
Intel  and  Microsoft  are  the  class  vale- 
dictorians: Among  all  500  companies, 
they're  the  only  two  that  received 
straight  As. 

More  surprising  is  that  a  corporation 
such  as  Walt  Disney  Co. — often  thought 
of  as  among  America's  best — ranks 
as  low  as  No.  96.  But  a  glance  at  the  re- 
port cai'd  shows  it's  no  mystery:  Al- 
though Disney  earned  As  for  its  share- 
holder returns,  it  averaged  just  a 
middUng  C  for  its  financial  and  operating 
performance. 

Since  even  the  best  companies  some- 
times get  slammed — or  boosted — by  fac- 
tors affecting  the  entire  industiy,  it's  im- 
portant to  compare  them  to  their  peers. 
And  even  within  a  middling  industry, 
superior  management  often  allows  some 
companies  to  rise  above  the  pack.  That's 
why  we  also  included  extensive  industry 
ranking  based  on  the  same  criteria  as 
our  overall  ranking.  Those  tables  reveal 
a  wealth  of  additional  data  as  well.  They 
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Earnings  Decline 

BOTTOM  TEN  (TWELVE-MONTH  LOSS) 
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include  the  actual  grow 
rates  upon  which  our  pi 
formance  grades  are  basi 
in  addition  to  sales  a 
profits  figures  and  su 
shareholder  information 
recent  share  price,  t 
price-earnings  ratio,  yie 
and  eai-nings  per  share.  ' 
dustry  Ranking  begin 
page  119.  An  alphabeti' 
index  of  the  S&P  500  co 
panies,  including  their  rai 
ing  by  total  market  vah 
sales,  and  profits,  begins 
page  152. 

Taken  together,  the  1 
bles  add  up  to  a  vivid  a 
sometimes  surprising  sns 
shot  of  those  companies 
and  those  industries — th 
have  become  standou 
Who  made  it  to  the  to 
After  a  decade  of  transft 
mation  in  the  way  heal 
care  is  delivered  and 
nanced,  that  industry  h 
emerged  stronger  th 
ever,  with  1:3  companies 
the  BW  50  honor  roll — gi 
ing  it  the  best  performan 
of  any  industry  measu)'ed  in  our  ranking. 

The  relentless  demand  for  semiconductors  and  compute 
paid  off  for  high-tech  companies.  Altogether,  the  offi 
equipment  and  computer  industry  took  eight  of  the  top 
spots,  while  electrical  and  electronics,  which  includes  Int 
took  two. 

Banks  also  figiu'e  large,  wath  seven  entrants  in  the  Top  f 
Why?  A  spate  of  mergers  brought  quick  growth  to  some- 
and  may  have  boosted  the  stocks  of  some  others  in  tl 
hopes  that  they,  too,  would  become  targets.  Just  as  impo 
tant,  a  moderately  gi'owing  economy,  k 
interest  rates,  and  low  inflation  have  cr 
ated  a  near-perfect  environment,  wi 
bori'owers  both  eager  for  loans  and  s( 
vent  enough  to  pay  them  off. 
CONTRARIAN  COMPANIES.  But  those  ec 
nomic  factors  combined  to  make  for 
tremely  rough  going  for  the  metals  ar 
mining  industry.  Performance  there  w 
almost  uniformly  dismal,  with  over  h£ 
the  entrants  ranking  below  400,  includii 
No.  495,  Echo  Bay  Mines  Ltd.  The  lo 
inflation  that  helped  the  banks,  flatten- 
gold  prices.  Aluminum  prices  were  al 
weak  last  year. 

Still,  just  being  in  the  rigl 
place  does  not  assure  success.  Comp 
nies  from  cyclical  industries,  such 
Phillips  Petroleum  Co.  in  fuel  and  Ty 
International  Ltd.  in  manufactui'in 
have  also  found  their  way  to  the  to 
Lockheed  Martin  Corp.  explodes 
an  ailing  industry,  and  Digital  Equij 
ment  Corp.  ails  in  an  exploding  on 
Peppered  through  the  BW  50,  too,  ai 
some  extraordinarily  well-performin 
companies  that  most  people  have  prol 
ablv  never  heard  of:  Illinois  Tool  Work 
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STARS  YOU  MAY  NEVER  HAVE  HEARD  OF 


Back  in  1937,  when  Motorola  Inc. 
was  perfecting  the  push-button 
radio  for  cars,  at&t  was  still  Ma 
3ell,  and  cell-phone  giant  Craig  0. 
VIcCaw  wasn't  even  born,  Victor  J. 
'^.ndrew  started  selling  antennas  to 
-adio  stations.  Victor  who?  After  six 
lecades,  the  company  Andrew  found 
jd  is  still  not  a  household  name,  but 
t's  riding  the  same  boom  in  wireless 
communications  to  prosperity  as  its 
jetter-known  brethren.  In  business 
^'EEK's  new  Performance  Ranking, 
;\.ndrew  Corp.  weighed  in  at  No.  18. 

Over  the  years,  the  Orland  Park 
lll.)-based  company  followed  the  ex- 
aansion  of  radio  and  then  TV,  supply- 
ng  nuts-and-bolts  components  for 
Doth.  Now,  hot  demand 
for  yet  another  technology 
!s  fueling  its  growth.  Af- 
;er  moving  into  antennas, 
oatteries,  and  hands-free 
kits  for  cell  phones,  An- 
drew now  makes  the 
microwave  dishes,  towers, 
and  transmission  lines 
that  send  and  receive 
phone  signals  around  the 
world.  Although  it  is 
hardly  the  only  company 
making  such  cellular  gear, 
a  broad  international  pres- 
ence has  allowed  Andrew 
to  grow  faster  and  more 
profitably  than  most. 
These  days,  almost  half  its 
sales  are  overseas.  That 
helped  drive  average  an- 
nual profits  up  49.2%  over 
the  past  three  years.  Total 
return  for  the  period: 
272.1%. 

OFF  THE  RADAR.  Andrew  is 
not  the  only  obscure  win- 
ner. The  Standard  & 
Poor's  500-stock  index  may 
represent  the  most  closely  studied 
companies  in  the  world,  but  tucked 
away  in  the  nooks  and  crannies  are 
some  fii'st-class  performers  that  don't 
often  appear  in  the  limelight.  The  rig- 
orous gi'owth  and  perforaiance  mea- 
sures BUSINESS  vv^EK  appUed  to  the 
S&P  500  companies  unearthed  a 
handful  of  httle-known  dynamos. 

Who  are  these  unsung  performers? 
Some,  such  as  No.  33  ranked  Health- 
South  Corp.,  are  youngsters  with  a 
gi-eat  new  product  or  strategy  yet  to 
be  recognized  by  the  world  at  large. 
Others,  such  as  Andrew,  have  a 
longer  history  but  have  recently 


surged  along  with  demand  for  what 
they  do.  "It  amazes  me  that  with  all 
the  talent  and  time  that  goes  into 
analyzing  companies,  those  viith 
gi'owing  profitability  can  still  fly  be- 
neath the  radar  screen,"  says  Dviight 
Gertz,  chief  executive 
of  Symmetrix  Inc.,  a 
management  consult- 
ing fii'm. 

In  viitually  every 
measui'e  of  gi-owth 
BUSINESS  WEEK  tallied, 
for  example,  Illinois  Tool  Works  Inc. 
surpasses  its  peers  in  the  S&P  500. 
That  was  good  enough  to  earn  the 
Glenview  (111.)  company  the  No.  30 
spot  in  our  rankings — but  thi"Ow  the 
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STEALTH  DYNAMOS 


Andrew 

Corp.  and  Illinois  Tool  are  hardly 
household  names,  but  they're 
stellar  performers 


name  out  at  a  cocktail  party  and  the 
likely  response  is:  "Illinois  who?" 
The  $5  billion  company  produces 
low-tech  gizmos  from  adhesives  to 
auto  handles  for  manufacturers 
around  the  world. 

The  secret  of  lUinois  Tool's  suc- 
cess? Intense  decentralization  that 
gives  managers  the  fi'eedom  usually 
reserved  for  entrepreneurs.  "Is  365 
operations  too  many?  Will  we  lose 
contact?"  asks  ceo  W.  James  Fan-ell. 
"Our  division  managers  say  don't 
screw  around  with  it."  Shareholders 
would  probably  agi'ee  with  profits 
that  chmbed  25%,  to  $486  milhon  on 


sales  of  $5  billion  last  year,  ITW  re- 
turned 39.1%  to  shareholders. 

Combine  a  gi'eat  idea  vdth  the 
right  market  conditions,  and  a  new 
leader  can  emerge  before  the  rest  of 
the  world  catches  on.  That's  what 

happened  to  HealthSouth, 
No.  33.  It  has  gi-own  so 
fast  that  few  outside  its 
industry  realize  it's  now 
the  nation's  biggest  oper- 
ator of  outpatient  clinics, 
with  1,000  in  50  states. 
Founded  13  years  ago  by  Richard  M. 
Scioishy,  a  former  country  singer,  the 
Birmingham  (Ala.)-based  company 
saw  opportunity  in  the  new  world  of 
managed  care.  Sciiishy's  idea:  Buy 
up  small  operators,  and 
run  them  better  With  11 
acquisitions,  sales  have 
revved  up  to  an  annual  av- 
erage pace  of  72.2%  over 
the  past  thi'ee  years;  prof- 
its to  201.8%. 
CONVERTS.  A  lot  of  the 
strategies  that  earned  bet- 
ter-known companies  to  the 
top  are  also  working  for 
these  obscui'e  ones.  The 
same  focus  that  made  Intel 
Coi-p.  the  best  perfoiTning 
company  in  the  BW  50 
works  a  similar  magic  for 
Intel's  less  famous  cousin, 
EMC  Corp.  EMC's  specialty: 
computer  data  stoi'age,  a 
market  it  dominates,  emc's 
ascent  has  astounded  in- 
vestors who  only  18 
months  ago  were  so  skepti- 
cal the  company's  "intelli- 
gent storage"  products 
could  deliver  what  they 
promised  that  the  stock  sat 
at  18  for  months.  Appar- 
ently, there  are  now  believ- 
ers. Recently,  emc's  stock  was  trading 
at  40,  and  it  has  retumed  sharehold- 
ers 96%  over  the  past  year 

In  our  new  Performance  Ranking, 
having  a  famous  name  is  obviously 
no  guarantee  of  success.  Companies 
from  Walt  Disney  Co.  to  Wal-Mart 
Stores  Inc.  failed  to  make  it  to  the 
top.  But  obscurity  is  also  no  handi- 
cap. Out  of  the  spotlight,  these  little- 
known  companies  have  quietly 
racked  up  marquee-quality  results. 
Now,  they're  secrets  no  more. 

I.  Jeanne  Dugan  in  New  York, 
with  Gi'eg  Bums  in  Chicago,  and 
bureau  reports 
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When  will  your  office 
extension  finally  live  up 
to  its  name? 


Ericsson's  GSM  wireless  network 
makes  this  possible  today. 

When  you  let  a  GSM  operator  set  up  your  own  Virtual  Private  Network  tor  voice 
and  data,  everyone  in  your  office  can  have  a  mobile  phone.  And  by  simply  dialing 
their  extension  number,  you  can  reach  anyone  in  your  company  -  no  matter 
where  they  are.  In  addition  to  having  access  to  people,  you  will  also  have  access 
to  data  services  on  the  Internet  and  your  own  Intranet.  It's  like  taking  your  ofHce 
with  you  when  you  leave  the  office. 

And  since  your  Virtual  Private  Network  is  connected  via  your  operator's 
network  to  GSM  networks  worldwide,  you  can  enjoy  these  benefits  just  about 
anywhere.  In  tact,  you  can  roam  in  more  than  125  networks  in  more  than  70 
countries. 

Virtual  Private  Networks  can  dramatically  increase  productivity  without 
substantially  increasing  costs.  For  more  intormation  about  how  GSM's  Virtual 
Private  Networks  can  extend  your  office,  call  1-800-431-2345,  or  visit  our 
website  at  www.ericsson.com. 

The  Mobile  Business  Advantage 


ERICSSON  ^ 


Total  Return  The  best  and  worst  m  shareholder  retums 

TOP  TEH  (ONE-YEAR) 

BOTTOM  TEN  (ONE  YEAR) 

TOP  TEN  (THREE-YEAR) 

BOTTOM  TEN  (THREE-YEAR) 

PERCENT  INCREASE 

PERCENT  DECREASE 

PERCENT  INCREASE 

PERCENT  DECREASE 

DELL  COMPUTER 

299.3% 

BAY  NETWORKS  -58 

8% 

DELL  COMPUTER  1150.5% 

BETHLEHEM  STEEL 

-65.2% 

CONSECO 

151.6 

INTERGRAPH  -55 

3 

TELLABS 

547.6 

CHARMING  SHOPPES 

-64.0 

INTEL 

147.5 

DIGITAL  EQUIPMENT  -51 

8 

NIKE 

493.0 

NAVISTAR  INTL. 

-61.2 

NIKE 

120.4 

BETHLEHEM  STEEL  -46 

6 

SUN 

405.3 

CALIBER  SYSTEM 

-58.6 

;     GREAT  WESTERN 

114.3 

ECHO  BAY  MINES  -46 

0 

MICROSYSTEMS 

APPLE  COMPUTER 

-54.9 

FINANCIAL 

APPLE  COMPUTER  -44 

7 

HFS 

391.2 

UNISYS 

-53.8 

TJX 

105.5 

DARDEN  REST.  -43 

6 

MICROSOFT 

378.0 

NOVELL 

-50.5  1 

EMC 

96.0 

CALIBER  SYSTEM  -42 

8 

INTEL 

329.3 

LOUISIANA-PACIFIC 

-49.4  1 

MBNA 

91.0 

GREAT  LAKES  -42 

8 

BOSTON  SCIENTIFIC 

323.8 

HARRAH'S 

-48.5  j 

MICROSOFT 

90.2 

CHEMICAL 

MBNA 

303.4 

ENTERTAINMENT 

ALLEGHENY 

89.7 

DSC  -40 

6 

SEAGATE 

302.0 

GREAT  LAKES 

-42.5 

TELEDYNE 

COMMUNICATIONS 

TECHNOLOGY 

CHEMICAL 

Andrew,   and    Tellabs,    to   name    a   few    (page  85). 

Of  course,  no  list  is  perfect.  Ours  tends  to  make  compa- 
nies recovering  from  a  period  of  lackluster  performance 
look  better  than  they  actually  are.  That's  the  case  with 
No.  88,  Loews  Corp.,  which  was  deep  in  the  doldrums 
three  years  ago  but  has  revamped  since,  selling  off  CBS 
and  adding  to  its  cna  insurance  subsidiary.  Other  corporate 
events  can  also  create  anomalies.  Lucent  Technologies'  stock 
climbed  81.7%  fi"om  last  April,  when  it  went  public,  tlu'ough 
February  21.  Still,  the  company  didn't  register  on  the 
BW  50  radar  screen  because  it  hasn't  been  around  long 
enough  to  have  measures  in  our  three-year  growth  cate- 
gories. Meanwhile,  companies  such  as  itt  Industries  and 
CVS  Corp.,  which  have  spun  off  units, 
also  move  down  the  ranks,  cvs  is  sure 
to  catapult  back  up  the  ranks  when 
its  purchase  of  Revco  D.  S.  Inc.  be- 
comes complete,  making  it  the  second- 
largest  drugstore  chain  in  the  country. 
TELECOM  BLUES.  Almost  as  interesting 
as  which  companies  are  acliieving  rapid 
growth  is  which  companies  are  not. 
The  BUSINESS  WEEK  Performance 
Ranking  uncovered  emerging  problems  at  some  old  fa- 
vorites. Hewlett-Packard  Co.,  an  icon  of  performance,  saw 
sales  grow  18%  last  year,  to  $39  billion.  Still,  it  shps  just  one 
notch  below  the  BW  50.  Why?  Falling  prices  for  printers 
and  chips  pulled  profits  gi'owth  down  to  3% — well  below  the 
S&P  average  of  13%-.  And  one-year  shareholder  returns  of 
just  14%  earned  hp  only  a  C. 

Boom  times  also  seem  to  have  bypassed  the  telecommu- 
nications sector.  Only  two  telecom  companies  made  it  into 
the  BW  50:  Tellabs  Inc.,  a  Lisle  (111.)  maker  of  telephone 
transmission  equipment,  at  No.  21,  and  Northern  Telecom 
Ltd.,  another  equipment  maker,  which  came  in  No.  47.  It's 
telling  that  the  industry  stars  were  providers  of  equipment 
and  not  services.  Service  companies,  such  as  the  Baby  Bells, 
shelled  out  lots  of  money  for  equipment  from  the  likes  of 
Tellabs,  hoping  for  a  payoff  in  a  demand  for  new  services 
that  has  yet  to  materialize.  The  result:  While  the  rest  of  its 
industry  languishes,  Tellabs,  with  sales  last  year  of  $869  mil- 
lion, has  racked  up  a  three-year  total  return  of  547.6%, 


i  i  Finding  ways  to 
grow  is  the  ticket 
to  the  danced 

JACK  WELCH,  General  Electric 


second  only  to  Dell  Computers.  "We've  had  the  wind  a 
our  backs,"  says  Michael  J.  Birck,  chief  executive  since  th 
company's  founding  22  years  ago. 

So  what  makes  the  gi'eat  ones  great?  While  there's  no  sii 
gle  formula  for  success,  there  are  traits  among  the  BW  5 
that  crop  up  in  company  after  company  and  industry  afte 
industry.  For  ge,  like  many  others,  a  tight  focus  on  cor 
businesses  has  proven  key.  ge  may  not  be  in  the  top  10  i 
om-  ranking,  but  it  is  in  the  top  10%  at  No.  42,  a  remarkabl 
feat  for  an  $79  bilhon  behemoth.  For  ge  to  achieve  its  ll*? 
profit  growth  last  year,  it  had  to  generate  a  staggerin 
$707  million  in  additional  earnings — more  than  our  smalles 
companies  had  in  total  sales.  Over  the  past  thi'ee  years,  sale 
have  increased  an  average  10.6%  a)i( 
profits  17.3%.  Shareholders  have  bee; 
rewarded  with  returns  of  110%  ove 
the  past  three  years. 

With  an  intensely  driven,  competi 
tive  culture.  General  Electric  gener 
ates  much  of  its  growth  internally.  Bu 
it's  not  the  only  company  that  turn: 
its  resources  inward  to  grow.  Nobod) 
in  fact,  has  gotten  more  mileage  out  u 
R&D  dollars  than  the  health-care  providers.  With  profit 
squeezed  by  the  new  demands  of  managed  care,  pharma 
ceuticals  are  boosting  productivity  and  fimneling  the  differ 
ence  into  new  drugs.  "There's  nothing  like  new  products  t' 
accelerate  your  financial  performance  and  stimulate  you 
gi-owth,"  says  Merck  Chief  Executive  Raymond  V.  Gilmartin 
He  should  know.  Merck's  sales  and  profits  have  both  growi 
at  a  better  than  20%  average  rate  over  the  past  thret 
years.  While  the  company  got  a  big  boost  from  its  acquisi 
tion  of  Medco  in  1993,  Merck  has  also  benefited  handsomely 
from  new  drugs.  Crixivan  alone  contributed  $188  millioi 
in  sales  last  year. 

R&D  doesn't  work  for  eveiyone,  however.  Other  companie; 
have  rocketed  ahead  through  acquisitions.  In  industry  aftt-i 
industry,  the  trend  toward  consolidation  and  the  need  t( 
bulk  up  for  global  markets  have  produced  a  wave  of  mei-g 
ers  and  buyouts.  Still,  there  are  pitfalls.  Just  look  at  Quak 
er  Oats  Co.,  No.  435  on  our  list,  which  is  still  staggering 
from  its  disastrous  $1.7  billion  purchase  of  Snapple  in  1995 
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However,  when  it  works,  the  right  partner  in  a  merg- 
can  offer  a  company  a  quick  route  to  leveraging 
rd-won  expertise  or  expensive  facilities.  Take  hfs 
No.  20  on  our  list.  Sales  have  gi'own  at  a  blistering 
5%  average  pace  over  the  past  three  years  and 
Dfits  by  68.1%  Its  secret?  hfs  scours  the  market 
■  brand-name  franchise  businesses,  such  as  Ramada, 
is,  and  Century  21,  that  it  can  acquire,  fix  up,  and 
irket  to  the  baby  boomer  customers  it  focuses  on. 
at  gave  it  the  best  sales  growth  for  last  year — 93%- — 
any  company  we  measured.  It's  not  alone  in  its  strat- 
^:  Many  of  the  Top  10  players  on  our  one-  and  three- 
ar  sales  growth  lists  made  it  there  through 
juisitions. 

But  the  best  example  of  the  power  of  mergers  may  be 
1. 5-ranked  Ti-avelers  Group.  A  troubled  Travelers  Inc. 
,s  gobbled  up  by  Primerica  in  1993,  which  then  took 
target's  name.  Last  year  it  also  added  Aetna's  prop- 
;y  and  casualty  business.  Those  combinations  have 
Iped  Travelers,  which  leads  the  nonbank  financial  in- 
itry  in  our  ranking,  rack  up  an  impressive  average  an- 
al sales  gi-owth  over  the  past  three  years  of  44.4%. 
jfits  averaged  35%  a  year  over  the  same  period.  Most 
Travelers'  business  is  split  evenly  among  property 
i  casualty  insurance,  life  insurance,  and  securities. 

have  concentrated  on  things  we  understand,"  says 
airman  and  ceo  Sanford  Weill. 

Whether  they  buy  new  businesses  or  generate  them 
m  within,  most  of  the  companies  that  top  our  list 
ieve  in  making  the  people  who  nm  their  units  responsible 
the  unit's  perfoiTnance.  That's  part  of  the  ge  fonnula:  de- 
itralization.  It  has  13  independent  businesses,  from  plas- 
s  to  airplane  engines  to  medical  products.  Each  has  $25 
llion  it  can  spend  without  going  to  the  board  or  Jack 
!lch. 

A  similar  hands-off  structure  shows  up  again  and  again 
long  the  BW  50,  transcending  size  and  industry.  When 
inson  &  Johnson  launches  a  particularly  hot  product,  it 
ly  build  what  amounts  to  a  new  company  around  it,  even 
ing  the  outfit  a  distinct  name.  "When  people  look  at  us  as 
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TOPTEN(1996) 

PERCENT  INCREASE 

AVON  PRODUCTS  222  0% 
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WESTINGHOUSE  -51.5% 
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AMDAHL  -50.5 

US  AIRWAYS  179.4 

APPLE  COMPUTER  -44.6 
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DELL  COMPUTER  48.9 
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a  $20  billion-plus  company,  I  keep  telling  them  that  that's 
not  the  way  to  look  at  j&j,"  says  ceo  Ralph  S.  Larsen. 
"We  are  165  to  170  decentralized  operating  companies,  all  of 
which  are  growing  at  different  levels." 

That  belief  in  entrepreneurship  shows  up  another  way  at 
the  top  companies  on  our  list:  Tliey  tend  to  reward  their  em- 
ployees lavishly  for  performance.  Norwest  Corp.  in  Min- 
neapolis, No.  22  in  our  ranking,  believes  that  it  pays  to  pay 
for  gi'eat  results.  The  bank's  stock-option  plan  reaches  53,000 
employees — right  down  to  the  tellers.  Employees  own  9%, 
or  $1.7  bilhon  worth,  of  Norwest  shares,  with  just  $100 
million  in  the  hands  of  the 
top  15  executives.  Share- 
holders inside  and  outside 
the  company  have  done  just 
fine,  thank  you  very  much: 
The  bank's  total  return 
over  the  past  three  years 
was  124.2%. 

DOWN  TO  A  SCIENCE.  Many  of  the  superstars  also  got  to 
the  top  by  doing  just  one  or  a  few  things  better  than  al- 
most anyone  else.  Intel  in  computer  chips,  for  example. 
And  in  banking.  No.  9-ranked  mbna  leads  the  rest  of  the 
pack  with  a  clearly  defined  strategy  of  issuing  credit 
cards  to  boiTowers  with  above-average  payment  records. 
The  bank's  specialty:  selling  affinity  cards  to  groups  of 
consumers  with  similar  professional  or  recreational  in- 
terests. "Success  is  getting  the  right  customer  and  keep- 
ing the  right  customer,"  says  mbna  President  Charles 
Cawley.  That  kind  of  discipline  helped  mbna  achieve 
26.5%  return  on  equity  last  year,  far  above  the  14.3%  in- 
dustry average. 

Hand  in  hand  with  focus  is  a  common  belief  in  the  im- 
portance of  market  leadership.  No.  28-ranked  Gillette 
aims  to  dominate  the  market  in  every  category  in  which 
it  competes.  In  10  years,  it  has  gone  from  a  slow-moving 
razor-blade  maker  to  a  nimble  leader  marketing  an  an-ay 
of  consumer  products.  Indeed,  80%  of  its  $9.7  billion  in 
revenues  comes  fi'om  businesses  in  which  it's  a  world 
leader,  such  as  pens,  batteries,  and  toothbrushes,  up  from 
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50%  five  years  ago.  "Worldwide  leadership  is 
vitally  important,"  says  Alfi-ed  M.  Zeien,  chair- 
man and  CEO.  "It  allows  you  to  mobilize  re- 
sources to  fight  local  battles." 

Moj-e  than  anything,  the  Perfoi-mance  Rank- 
ing that  follow  show  that  when  viewed 
through  the  lens  of  gi'owth  and  performance,  a  very  differ- 
ent picture  of  America's  corporate  superstars  emerges. 
Stripped  of  the  advantage  of  sheer  size,  some  familiar  names 
start  to  look  decidedly  mediocre.  Others  that  are  less  well 
known  suddenly  stand  out.  In  assessing  the  overall  excel- 
lence of  prospective  investments,  stock  pickers  need  to  con- 
sider lots  of  factors.  Sure,  size  counts.  Market  position,  the 


industry  that  a  company  is  in,  and  manag' 
ment  are  all  important,  too.  In  the  end,  ho'i 
ever,  investors  need  to  answer  just  one  que 
tion:  Will  a  dollar  invested  in  a  company  todj 
be  worth  more  or  less  next  year  or  five  yea: 
from  now? 

No  list  can  predict  the  future.  But  by  providing  a  sense 
how  well  the  500  most-watched  companies  in  America  ha\ 
met  that  test  in  the  recent  past,  the  new  Business  Wee 
Performance  Ranking  offer  a  much  better  starting  poii 
for  assessing  the  future. 

By  I.  Jeanne  Dtigmi  in  New  York,  with  Alison  Rea  in  Ne\ 
York,  Joseph  Weber  in  Philadelphia,  and  bureau  reports 


MAKING  THE  MOST  OF  A  MOUNTAIN  OF  DATA 


Whether  you're  seeking  stocks 
with  high-octane  growth,  pre- 
fer steady,  predictable  earn- 
ers, or  simply  want  to  see  how  your 
stocks  stack  up  next  to  their  peers, 
BUSINESS  week's  all-new  Perfor- 
mance Ranking  are  a  valuable 
launching  pad  for  research. 

The  best  place  to  start  is  at  the 
overall  ranking  of  the  Standard  & 
Poor's  500-stock  index  compa- 
nies in  the  tables  that  begin 
on  page  91.  Momentum  in- 
vestors may  want  to  focus  on 
the  top  of  the  list,  host  to  the 
fastest-growing  companies — 
many  of  them  high-risk,  high- 
reward  technology  companies. 
The  more  cautious  may  want 
to  stick  to  the  top-ranked 
manufacturers  or  consumer 
and  health-care  giants  among 
the  BUSINESS  WEEK  50,  such 
as  Merck  (No.  26)  or  General 
Electric  Co.  (No.  42). 
CLUES.  For  other  companies 
with  solid  franchises  that  are 
more  defensive  plays,  in- 
vestors might  venture  deeper 
into  the  ranking.  They'll  find 
the  likes  of  Campbell  Soup 
Co.  (No.  188)  or  Hershey 
Foods  Corp.  (No.  267),  "pre- 
dictable, mature,  good  compa- 
nies," says  Gordon  Fines, 


Pi'ofitability  comparisons  are  a 
good  place  to  begin.  No.  192-ranked 
Boeing  Co.,  for  example,  earned  an  F 
for  three-year  profits  grovd;h  but  an 
A  over  the  past  year.  A  sign  of  much 
improved  performance,  that  could 
mean  the  stock  may  still  rise.  But  in- 
vestors will  want  to  check  gi'ades  for 
total  return  to  see  if  the  stock  price 
already  reflects  the  improvement. 


PROSPECTING  WITH  THE 
PERFORMANCE  RANKING 

►  If  you're  a  momentum  investor  willing 
to  take  risks,  focus  on  the  fastest-growing 
stocks  in  the  top  ranks. 

►  If  you're  a  contrarian  investor,  search 
further  down  for  more  defensive,  or  even 
turnaround,  plays.  Big  profit  jumps  may 
signal  a  turnaround. 

►  To  see  whether  a  company  is  gaining  or 
losing  momentum,  compare  performance 
over  one  and  three  years. 

►  Use  the  industry  ranking  to  explore  the 
interplay  between  sales,  profits,  and 
shareholder  returns.  Any  one  measure, 
taken  alone,  may  be  misleading. 

DATA  BUSINESSWEEK 


manager  of  the  ids  New  Dimensions 
A  Fund.  "They're  not  going  to  dou- 
ble overnight,  but  they  also  won't 
get  cut  in  half." 

Whatever  your  goals,  a  company's 
gi'ades  in  the  Performance  Ranking 
provide  many  clues  on  whether  it's 
headed  up  or  down.  Start  by  compar- 
ing the  grades  for  three-year  gi'owth 
rates  with  those  for  one  year  If  the 
one-year  gi'ades  are  much  higher 
than  the  three-year,  investors  may 
want  to  consider  if  a  company  is  re- 
bounding. 


For  more  on  Boeing's  operating  per- 
formance, check  the  numerical  data 
in  the  industry  ranking  tables  (page 
119).  These  contain  the  gi-owth  rates 
on  which  gi'ades  are  based.  And  in 
the  columns  to  the  far  right,  Boeing's 
12-month  high,  as  well  as  the  recent 
share  price  and  the  i/b/e/s  Inc.  1997 
earnings-per-share  forecast,  offer  po- 
tent clues  as  to  whether  its  gains  al- 
ready are  factored  into  its  stock. 

Those  earning  estimates,  however, 
should  be  viewed  in  context.  The 
1997  estimate  for  Cisco  Systems 


(No.  4)  is  for  a  36%  gain,  for  exam- 
ple. But  while  Cisco  earned  an  A  for 
total  returns  over  three  years,  it  got 
just  a  C  for  one  year  Why?  Turn  to 
the  profitability  data  in  the  industry 
ranking  tables,  and  you'll  see  Cisco's 
profits  growth  starting  to  slow.  And 
a  look  at  the  far  right  side  of  the 
page  shows  that  Cisco  is  trading  well 
off  its  12-month  high.  "The  fact  that 
the  [stock]  valuation  has  come 
down  so  much  suggests  that 
the  market  does  not  have  a 
high  degi-ee  of  confidence  that 
Cisco  'Aill  meet  its  earnings  ex- 
pectations," says  Howard  F. 
Ward,  portfolio  manager  for 
the  Gabelli  Growth  Fund. 
STARTING  POINT.  To  figure  how 
well  a  company  is  using  its 
money,  investors  also  can  com- 
pare a  company's  return  on  eq- 
uity (roe)  to  its  peers'  and  the 
industry  average.  But  a  high 
ROE  can  disguise  a  heavy  debt 
load,  so  use  it  only  as  a  start- 
ing point. 

Indeed,  don't  view  any  mea- 
sure in  isolation.  Sales  growth 
isn't  relevant  alone,  either. 
"Certain  companies  could  have 
very  high  sales  growth  and 
make  no  money,"  Ward  warns. 
Quick  test:  Contrast  sales  and 
profitability  growth  rates  over 
comparable  time  periods  to  see  if 
they  match.  Also  recall  that  compa- 
nies with  torrid  gi-owth  may  be  com- 
ing off  a  growth  spurt,  and  high 
gains  may  be  leveraging  off  a  low 
base. 

Just  as  you  wouldn't  judge  a  stock 
by  just  one  measure,  the  Perfor- 
mance Ranking  shouldn't  be  the  sole 
basis  for  buying  or  selling.  But 
armed  with  information  fr-om  the  ta- 
bles, investors  have  a  solid  platform 
fi'om  which  to  launch  a  stock  search. 

By  Suzanne  Woolley  in  New  York 
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hat  makes  a  top  corporate  performer?  To  determine  how  the  companies  within  the 
S&P  500  index  stack  up  against  one  another,  Business  Week  ranked  all  500  using 
eight  key  criteria  of  financial  success.  We  looked  at  growth  in  sales,  profits,  and 
return  to  shareholders.  To  reward  consistency,  we  measured  performance  over  both 
e  year  and  three  years.  And  to  get  a  better  fix  on  which  companies  squeeze  the  most  out  of 
erations,  we  analyzed  profit  margins  and  return  on  equity.  Using  those  rankings,  we 
signed  grades  for  each  measure.  The  top  20%  received  an  A,  the  next  20%  got  a  B  and  so 
,  dowii  to  the  F's  in  the  bottom  quintile.  Finallv,  we  combined  the  individual  category  rank- 
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Office  Equipment  &  Computers 

4 

CISCO  SYSTEMS 

C 

A 

A 

A 

A 

A 

A 

A 

Office  Equipment  &  Computers 

5 

TRAVELERS  GROUP 

A 

A 

A 

A 

A 

A 

B 

B 

Nonbank  Financial 

6 

MERCK 

A 

A 

A 

A 

B 

B 

A 

A 

Health  Care 

7 
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Active  partnership  is  powered  by  the  ability  to  adapt  to  our  customers'  specific  needs  and 
circumstances  as  a  matter  of  policy.  By  not  adhering  to  rigid  forms  and  structures,  we  can  woric 
together  to  create  custom-tailored  risk  management  products  and  solutions  that  yield  superior  results  in 
areas  like  cost  management  and  customer  service.  As  a  member  of  The  Worldwide  Zurich  Insurance  Group, 
we  provide  extensive  financial  strength,  and  offer  long-term  active  partnership  to  you.  For  more 
information,  contact  your  agent  or  broker,  or  call  1-800-382-2150  today. 


ZURICH-AMERICAN 

INSURANCE  GROUP 

rlie  Power  ol  Parlncrsli ip" 


A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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FIRST  DATA 

D 

B 

A 

A 

D 

A 

A 

B 

Office  Equipment  &  Computers 

79 

ALLSTATE 

A 

A 

C 

D 

C 

B 

B 

C 

Nonbank  Financial 

80 

DOVER 

D 

B 

C 

A 

A 

A 

B 

A 

Manufacturing 

81 

AMERICAN  EXPRESS 

A 

A 

D 

C 

B 

D 

A 

A 

Nonbank  Financial 

82 

NORAM  ENERGY 

A 

B 

A 

B 

A 

A 

F 

D 

Utilities 

83 

AMERICAN  INTERNATIONAL  GROUP 

B 

B 

C 

B 

B 

C 

B 

C 

Nonbank  Financial 

84 

CHEVRON 

C 

C 

A 

D 

A 

B 

C 

B 

Fuel 

85 

REPUBLIC  NEW  YORK 

A 

B 

B 

B 

A 

C 

A 

D 

Banks 

86 

CITICORP 

A 

A 

D 

F 

C 

B 

A 

B 

Banks 

87 

ALBERTO-CULVER 

A 

A 

A 

B 

A 

B 

D 

B 

Consumer  Products 

88 

LOEWS 

C 

B 

B 

B 

D 

A 

C 

6 

Nonbank  Financial 

89 

NEWELL 

B 

B 

B 

A 

B 

C 

B 

B 

Manufacturing 

90 

AMERITECH 

D 

B 

B 

C 

C 

B 

A 

A 

Telecommunications 

91 

ATLANTIC  RICHFIELD 

C 

C 

B 

D 

6 

A 

B 

A 

Fuel 

92 

CERIDIAN 

F 

B 

B 

A 

A 

A 

A 

A 

Office  Equipment  &  Computers 

93 

BANC  ONE 

B 

B 

B 

C 

C 

C 

A 

B 

Banks 

94 

PNC  BANK 

A 

B 

F 

B 

A 

D 

A 

B 

Banks 

95 

GTE 

C 

B 

C 

F 

C 

A 

A 

A 

Telecommunications 

96 

WALT  DISNEY 

C 

C 

A 

A 

C 

B 

C 

D 

Leisure  Time  Industries 

97 

GANNETT 

C 

C 

A 

D 

A 

C 

A 

A 

Publishing  &  Broadcasting 

98 

HOME  DEPOT 

D 

D 

A 

A 

B 

B 

D 

C 

Discount  &  Fashion  Retailing 

99 

CLOROX 

A 

A 

B 

C 

C 

C 

B 

A 

Consumer  Products 

100 

ANHEUSER-BUSCH 

B 

B 

C 

F 

A 

B 

B 

A 

Consumer  Products 
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THE  S&P   Business  Weeks  Performance  Rankings 


PERFORMANCE  GRADES 


INDUSTRY  GROUP 


TOTAL 
RETURN 
(IVEARl 

TOTAL 
RETURN 
(3  YEARS! 

SALES 
GROWTH 

(1  YEAR) 

SALES 
GROWTH 

(3  YEARS) 

PROFIT 
GROWTH 

(1  YEAR) 

PROFIT 
GROWTH 

(3  YEARS) 

NET 

MARGIN 

RETURN 
ON 

EQUITY 

101 

AUTOMATIC  DATA  PROCESSING 

D 

c 

A 

A 

B 

c 

A 

B 

Office  Equipment  &  Compute 

102 

SBC  COMMUNICATIONS 

D 

c 

B 

C 

C 

c 

A 

A 

Telecommunications 

103 

rLtbl  rINANLIAL  bnUUr 

A 

D 

K, 

A 

A 

U 

A 

A 

b 

U 

Banks 

104 

n  A  C  T  A  1 

LUAb 1 AL 

a 
D 

o 
o 

U 

A 

A 

A 

A 

U 

b 

ruei 

lOS 

IklTCDDIIDI  IP  PDflllD 

INItKrUDLIL  UKUUr 

/* 

D 

D 

A 

A 

b 

A 

A 

Service  Industries 

106 

CATERPILLAR 

c 

C 

D 

B 

B 

B 

B 

a 

Manufacturing 

107 

CPC  INTERNATIONAL 

c 

B 

B 

B 

C 

C 

C 

A 

Food 

108 

INGlRSOLL-RAND 

L 

u 

D 

A 

A 

A 

A 

b 

U 

b 

Manufacturing 

1  ()') 

HAPI  P  n  KA  KA  1  1  hi  1  P  ATI  n  M  C 

MLI  LUIVIIVIUNILAI  lUNo 

U 

A 

A 

Q 

D 

A 

A 

b 

U 

Telecommunications 

1 10 

DADIklCTT  DAkll/C 

BARNETT  BANKb 

A 

A 

A 

A 

K, 

U 

I. 

b 

A 

A 

b 

Banks 

111 

BANK  OF  BOSTON 

A 

A 

F 

A 

D 

A 

A 

C 

Banks 

112 

CHASE  MANHATTAN 

A 

A 

F 

A 

D 

B 

B 

D 

Banks 

1 13 

JErrERSON-PILUT 

pi 

Q 

D 

A 

A 

A 

A 

A 

A 

L 

A 

A 

Nonbank  Financial 

1 14 

DEERE 

u 

D 
D 

A 
A 

A 

A 

Manufacturing 

115 

EMERSON  ELECTRIC 

D 
D 

D 

D 
D 

K, 

D 

b 

Electrical  &  Electronics 

116 

PACIFIC  TELESIS  GROUP 

A 

C 

C 

F 

C 

A 

B 

A 

Telecommunications 

117 

WALGREEN 

C 

B 

B 

B 

B 

c 

D 

B 

Health  Care 

118 

CIGNA 

D 
D 

A 

A 

r 

r 

A 
A 

A 
A 

n 
U 

L 

Nonbank  Financial 

1 19 

LIAI  1  IDIIDTHM 

HALLIBURTON 

A 

A 

A 

A 

p\ 
u 

b 

A 

A 

u 

r  uei 

120 

Ai  1  rpLirikiv  TCI  rnvkir 

ALLEGHENY  TELEDYNE 

A 
A 

A 

A 

c 
r 

A 

A 

U 

A 

A 

L 

A 

A 

Conglomerates 

121 

MARRIOTT  INTERNATIONAL 

C 

B 

B 

C 

B 

B 

F 

A 

Leisure  Time  Industries 

122 

J. P.  MORGAN 

B 

B 

C 

B 

B 

D 

A 

C 

Banks 

123 

AVON  PRODUCTS 

A 

A 

A 

C 

c 

A 

A 

Consumer  Products 

124 

EXXON 

D 
D 

D 

c 

b 

I, 

b 

r  uei 

125 

DrkirnpiAi 

BENEFICIAL 

A 

A 

D 

A 

A 

r 

A 

A 

V, 

A 

A 

Nonbank  Financial 

126 

SPRINT 

c 

C 

B 

C 

B 

B 

B 

c 

Telecommunications 

127 

GOLDEN  WEST  FINANCIAL 

B 

B 

C 

B 

A 

C 

A 

c 

Nonbank  Financial 

128 

PIONEER  HI-BRED  INTERNATIONAL 

D 
D 

D 
D 

D 
D 

b 

A 

A 

A 

A 

Food 

129 

GENERAL  RE 

c 

L 

D 
D 

A 

A 

K, 

b 

U 

Nonbank  Financial 

130 

SUNTRUST  BANKS 

A 

A 

c 

C 

c 

C 

A 

A 

L 

Banks 

131 

HARNISCHFEGER INDUSTRIES 

D 

B 

A 

A 

c 

A 

D 

B 

Manufacturing 

132 

AVERY  DENNISON 

A 

A 

0 

C 

B 

B 

D 

B 

Manufacturing 

133 

HONEYWELL 

D 

D 

A 

C 

b 

L 

U 

b 

Electrical  &  Electronics 

134 

UNITED  TECHNOLOGIES 

A 

A 

A 

D 

0 

b 

o 

O 

U 

b 

Aerospace  &  Defense 

135 

HOUSEHOLD  INTERNATIONAL 

A 

A 

F 

D 

B 

D 

b 

b 

Nonbank  Financial 

136 

THERMO  ELECTRON 

D 

B 

A 

A 

A 

A 

C 

D 

Electrical  &  Electronics 

137 

AIR  PRODUCTS  &  CHEMICALS 

A 

C 

C 

C 

B 

B 

B 

B 

Cfiemicals 

138 

JOHNSON  CONTROLS 

C 

C 

A 

A 

B 

B 

F 

C 

Manufacturing 

139 

COLGATE-PALMOLIVE 

B 

B 

D 

C 

A 

F 

C 

A 

Consumer  Products 

140 

MARSH  &  Mclennan 

B 

C 

B 

C 

B 

C 

B 

A 

Nonbank  Financial 
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In  a  rea 
you  I 


crush,  sheer 


Kwhere. 


rorce  will  get 


The  most  effective  antidote  to  glutted 
markets  is  innovative  products. 
And,  your  best  chance  to  launch  -  or 
scout  out  -  the  latest  market  advances 
is  provided  by  iVIesse  Frankfurt. 
Here  at  the  world's  top  15  trade  fairs 
for  consumer  goods,  automobiles, 
technology,  musical  instruments 
and  textiles,  you  can  tap  truly  global 
opportunities.  With  the  No.1  airport 
on  the  European  continent  right  at 
our  doorstep,  getting  here  from  any 
of  the  major  US  gateways  is  easy. 
New  business  contacts,  cutting  edge 
ideas,  and  informative  discussions 
in  an  international  atmosphere,  make 
staying  here  anything  but  routine 
business. 


Messe  Frankfurt.  Out  in  front  and  on  the  scene. 


THE  S&P   Business  Week's  Performance  Rankings- 


PERFORMANCE  GRADES 


INDUSTRY  GROUP 


TOTAL 
RETURN 

(lYEAR) 

TOTAL 
RETURN 

(3VEARS) 

SALES 
GROWTH 

!1  VEAR) 

SALES 
GROWTH 

(3  YEARS) 

PROFIT 
GROWTH 

(I  VEAR) 

PROFIT 
GROWTH 

(3  YEARS! 

NET 

MARGIN 

RETURN 
ON 

EQUITY 

141 

CONSECO 

A 

A 

c 

B 

8 

D 

8 

c 

Nonbank  Financial 

142 

HELMERICH  &  PAYNE 

B 

C 

A 

C 

A 

8 

A 

D 

Fuel 

143 

CUCDUUIKl  IAJIIMARJ1C 

bntnWIN-WILLIAIVio 

Q 

D 

D 

A 
A 

b 

p 

D 

U 

p 
b 

Housing  &  Real  Estate 

144 

Ai  1  irncipUAi 
ALLItUolUriAL 

D 

D 
D 

r 

U 

p 
b 

L 

A 

A 

Conglomerates 

145 

rAKKtn  nANNIrlN 

D 

p 

Q 
b 

n 
U 

A 

A 

Manufacturing 

146 

CORESTATES  FINANCIAL 

B 

A 

F 

A 

C 

8 

A 

C 

Banks 

147 

UNOCAL 

B 

C 

A 

F 

A 

8 

8 

8 

Fuel 

148 

IVIINNtoUIA  MININb  Ci  Mru. 

Q 

D 

D 
D 

r» 
V. 

r 

p 

D 

U 

p 
b 

A 
A 

Manufacturing 

149 

UAT  1  UN  HUUbUN 

A 

A 

Q 

D 

A 

A 

U 

c 
r 

K. 

Discount  &  Fashion  Retailing 

1  cn 
IDU 

CACTKAAU  i^nnAi^ 
tAo  1  MAN  KUUAK 

D 

D 

A 

A 

I, 

n 
U 

p 
b 

L 

p 
b 

Leisure  Time  Industries 

151 

ENRON 

D 

D 

A 

B 

C 

8 

D 

C 

Service  Industries 

152 

SARA  LEE 

C 

B 

D 

C 

c 

8 

D 

8 

Food 

153 

DAI/CD  UIIPUCC 

D 

D 
D 

D 
D 

V 

A 

A 

A 

A 

r- 
K. 

r\ 
U 

ruei 

154 

DnUKil  0    li  A  A  C 

KUHIVI  &  HAAo 

Q 

D 

U 

p 

b 

A 

A 

b 

b 

Chemicals 

155 

rl  1  NtY  DUWto 

D 

L. 

p 

b 

A 

A 

p 
b 

Office  Equipment  &  Computer 

156 

CROWN  CORK  &  SEAL 

C 

C 

A 

A 

A 

c 

D 

F 

Containers  &  Packaging 

157 

MOBIL 

c 

B 

c 

B 

8 

c 

D 

C 

Fuel 

158 

II  C  CIIDPIPAI 

A 

A 

A 

A 

U 

A 

A 

A 

A 

p 

b 

U 

Meaitn  Lare 

WALnUvIA 

D 
D 

p 
D 

n 
u 

p 
D 

c 
v» 

A 

A 

p 
b 

canKS 

IbU 

H.  J.  HtlNZ 

b 

r* 
\, 

r-\ 
U 

A 

A 

Food 

161 

US  WEST  COMMUNICATIONS  GROUP 

c 

C 

c 

F 

c 

A 

A 

A 

Telecommunications 

162 

XEROX 

B 

B 

D 

F 

c 

8 

C 

A 

Office  Equipment  &  Computer 

163 

IICV        A  D  ATU  n  ILI  PDnilD 

UoA-IVIAKAl  HUN  bKUUr 

A 

b 

b 

b 

U 

r 

U 

p 
b 

ruei 

164 

rrb  INUUb  1  Kltd 

D 

r\ 
U 

L, 

A 

A 

b 

A 

A 

Housing  &  Real  Estate 

165 

A  1  7  A 

ALZA 

r 

D 

A 

A 

A 

A 

b 

b 

A 

A 

L. 

Health  Care 

166 

MCDONALD'S 

F 

C 

c 

8 

C 

C 

A 

8 

Leisure  Time  Industries 

167 

FRONTIER 

F 

F 

A 

A 

A 

8 

B 

8 

Telecommunications 

168 

SANTA  fc.  ENERGY  RESOURCES 

A 

C 

A 

C 

A 

A 

c 

c 
r 

Fuel 

169 

MCDONNELL  DOUGLAS 

Jl 

A 

A 

F 

F 

D 

8 

c 

A 

Aerospace  &  Defense 

170 

RAn  1  nu  DAfcii/ 

MELLON  BANK 

A 

A 

F 

F 

C 

8 

A 

8 

Banks 

171 

BRUNSWICK 

C 

C 

C 

8 

A 

A 

C 

C 

Leisure  Time  Industries 

172 

UNION  CARBIDE 

D 

B 

D 

C 

F 

A 

8 

A 

Chemicals 

173 

SONAT 

A 

8 

A 

A 

C 

D 

C 

c 

Utilities 

174 

ONEOK 

B 

B 

A 

8 

A 

C 

D 

c 

utilities 

175 

AMR 

1" 
r 

D 

D 

D 

A 

A 

C 

D 

o 

Transportation 

176 

BAXTER  INTERNATIONAL 

C 

A 

C 

F 

A 

D 

8 

A 

Healthcare 

177 

GENERAL  SIGNAL 

B 

D 

8 

8 

A 

B 

C 

8 

Electrical  &  Electronics 

173 

BANKERS  TRUST  NEW  YORK 

A 

D 

8 

8 

A 

F 

C 

D 

Banks 

179 

AMERICAN  GENERAL 

B 

B 

C 

B 

C 

8 

8 

D 

Nonbank  Financial 

180 

COMERICA 

A 

A 

F 

B 

C 

D 

A 

C 

Banks 
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— —  


SKIS  A 
G-EAT-DOG  WORLD. 


UNLEASH  THE  POWER  OF 
TWO  UNBEATABLE  NOTEBOOKS. 

Do  battle  with  two  new  noteliooks  ttiat  take  the 
award-winning  Micron  TransPort"'  design  to  new 
heights.  The  Micron  TransPort  XPE  offers  the  latest 
in  portable  technology  built  on 
the  new  Mobile  Intel  Pentium  = 
processor  with  MMX"  technol- 
ogy. You  get  unprecedented 
multimedia  capability, 
including  dynamic  full-motion 
video,  making  this  notebook  the 
first  true  desktop  replacement.  The 
Transport  MRX  gives  you  full-feature  multimedia 
in  an  affordable  notebook.  Two  aggressive  new 
tools  for  today's  business. 

MICRON  TRANSPORT  XPE 

THE  TRUE  NO-COMPROMISE  DESKTOP  REPLACEMENT 
2.1GB  removable  hard  drive 
12.1  active  matnx  color  display.  800  x  600 
Motorola  Montana  33.6  fax/modem 
166MH2  Mobile  Intel  Pentium 

processor  with  MMX 
48MB EDO  RAM  (80MB max) 


M,999 

Bus  lease  $170/mo 

M,599 

Bus  lease  $)56/mo. 


53,199 


150MHz  Mobile  Intel  Pentium 

processor  with  MMX 
32MB  EDO  RAM  (80MB  max.) 

MICRON  TRANSPORT  MRX 

FULL-FEATURE  MULTIMEDIA  MADE  AFFORDABLE 
133MHz  Mobile  Intel  Pentium  processor 
16MB  EDO  RAM  (48MB  max.) 

I.  4GB  removable  hard  dnve 

II.  3"  active  matnx  color  display,  800x600        Bus  Iease$i09/mo 

COMMON  FEATURES 

Intel  430MX  Mobile  PCI  chip  set 
256KB  L2  pipeline  burst  cache 
PCI  graphics  accelerator  (1  MB  EDO  RAM 

in  MRX.  2MB  VRAM  in  XPE) 
Pick-a-Poinf"  dual  pointing  devices 
SoundBlaster"  16-bit  stereo  sound 
Built-in  stereo  speakers  and  microphone 
CardBus-  and  zoomed  video-ready 

(XPE  models  only) 
2  infrared  ports.  1  front.  1  rear 
S-video  and  NTSC-video  capability 
Builtnn  game  port  (XPE  models  only) 
2  modular  expansion  bays  (8X  CD-ROM 
drive,  hard  drive.  3.5"  floppy  drive, 
lithium-ion  battery) 
Custom  nylon  carrying  case 
Microsoft  liVindows"  '95 

and  MS'  Plus' CD 
Microsoft  Office  CDs 
5-year/3-year  limited  Micron  Power"  warranty 

CALL  WOW  FOR  DETAILED  PRICIMG 
OPTIONS  AND  FREE  PRODUCT-DEMO  DATA  SHEET 

,     ,  MICRO^POWER"WARRANTV 

^.ear  l,m,lM  warant,  „„  mic.opme.so,  m  ma,„  „,e™„  3-«  limitM  „-,,e„,  wa™,^ 

iiiiemaiionai  fax  20^893-7393  •  inlemalionai  Sales  208-893.6970 

Pm«marere5aereiltrar™art^M2,  Logo  and 

Windows  NT  SdTS™  to  ITS™*/ "^""^  ""I"". 

«ce  marks  iradPrnir  .°  "  5,f .  .T  T  "  '^"™'»"  ««      ^  - 


pentium* 


THE  S&P   Business  Weeks  Performance  Ranking;^ 


PERFORMANCE  GRADES 


INDUSTRY  GROUP 


TOTAL 
RETURN 
(lYEARl 

TOTAL 
RETURN 
(3  YEARS) 

SALES 
GROWTH 

(1  VEAR) 

SALES 
GROWTH 

13  YEARS) 

PROFIT 
GROWTH 

(1  YEAR) 

PROFIT 
GROWTH 
(3  YEARS) 

NET 

MARGIN 

RETURN 
ON 

EQUITY 

181 

BEMIS 

B 

B 

c 

B 

B 

B 

c 

B 

Containers  &  Packaging 

182 

NORTHROP  GRUMIvlAN 

C 

D 
D 

A 

A 

b 

U 

A 

A 

c 
r 

U 

Aerospace  &  Defense 

1  y,* 
liS.i 

UMIVIrDLLL  oUUr 

R 
D 

A 
M 

n 

n 

n 

u 

n 

R 

A 

H 

Food 

1  o4 

prni AR 

C wULHD 

a 

a 

Q 
D 

D 
D 

r 
\^ 

p 

D 

r 
\^ 

P 

'^UlloUlnct  ri  UU  UL  Lb 

1  o  f* 
lo.) 

UUUIUtrilAL  rclKULLUlVl 

LI 

r 

n 

n 

A 
H 

A 
M 

p 

n 
u 

Pi  icil 

186 

SEAGATE  TECHNOLOGY 

A 

A 

D 

A 

F 

B 

D 

D 

Office  Equipment  &  Computer; 

187 

COMPUTER  ASSOCIATES  INTL. 

f 

A 

A 

A 

A 

A 

A 

V 

rv 
U 

u 

D 
D 

Office  Equipment  &  Computer; 

1 88 

DOIA/ A  M 

A 

M 

A 
M 

A 

o 
D 

n 

c 
r 

p 

D 

n 

Fi  ipI 

1 89 

AiiifuiiKiiiiv/irn  nPAMPDiPA 
ALUiviiriUivi  uu.  ur  MivitniUM 

o 
D 

D 
D 

n 

R 
D 

C 

r 

A 
M 

n 

n 

u 

IVIc  Ld  1  b  <x  Ivl  1  f !  1 1 

CT   DA  1 II 

o  1 .  rAUL 

O 
D 

D 

c 

p 

D 

c 

INUFlUdllK  rilldllCldl 

191 

MBIA 

B 

c 

A 

c 

B 

c 

A 

c 

Nonbank  Fmancial 

192 

BOEING 

B 

A 

B 

r- 

r 

A 

A 

r 
r 

U 

U 

Aerospace  &  Defense 

193 

DITC  Ain 
Kilt  AlU 

D 

A 
M 

c 

D 

c 

p 

r 

c 

ncdlLtl  odic 

194 

otAKo,  KUtbUUIV 

R 

A 

r 

p 

D 

r 

n 
u 

A 
M 

UlbCOUllL  o;  rdblllOlt  rAcLdlilflg 

1  fIC 

19o 

DDn\/ini  A  M 
rnUv  lUIAN 

f 

R 
D 

c 

P 
D 

c 

A 
H 

INUMUallK  riMdlHwldl 

196 

LOWE'S 

D 

F 

A 

A 

B 

B 

D 

C 

Discount  &  Fashion  Retailing 

197 

MATTEL 

r— 

r 

C 

D 

D 
O 

p 

A 

A 

b 

A 

A 

Leisure  Time  Industries 

ri  HOD 

n 

A 
M 

D 
D 

p 

D 

p 

\^ 

p 

p 

Kf 

OcivlLC  llltJUbLllCb 

199 

N  T  Nt  A 

n 
u 

c 
r 

r 
r 

R 
D 

R 
D 

R 
D 

R 
D 

1  cl  CLUI  IMIIUIIILdUUnb 

'inn 

C  U  A  D  riM 

R 

D 

R 

R 

p 

R 
D 

p 

^/lri^ll  if'a^^'fi  ifinn 
IVldllUldLLUnilg 

201 
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Seriously 

fast 
surfing, 


Introducing  K56flex:" 
The  hot  new  56  Kbps  nnodem  technology.  Works  over 
existing  phone  lines  up  to  twice  as  fast  as  nnost  modems. 
Lets  you  surf  the  web  without  the  wait. 
Technology  pioneered  by  Bell  Labs 
Enjoys  support  of  almost  400  leading 
high-tech  companies,  including:  PC  makers 
(like  Compaq,  Hewlett-Packard  and  Toshiba),  modem 
manufacturers  (like  Hayes  and  Multi-Tech  Systems), 
nearly  300  internet  service  providers  (like  PSINet 
and  UUNet)  and  their  network  equipment  providers 
(like  3Com,  Cisco  Systems,  Inc.  and  Livingston 
Enterprises,  Inc.), 
It  s  like  totally  awesome,  dude, 

microelectronics  group 


Lucent  Technotogies 

Sp,t-,  ^""^  VVav 

'-""■37a-2447,B„.w" 

We  make  the  things  that  make  communications  work.^" 


o 


K56flex  IS  a  trademark  of  Lucent  Technologies  and  Rockwell  International 
All  ottier  company  names  are  registered  trademarks  or  trademarks 
of  their  respective  owners.   ©  1997  Lucent  Technologies 
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Transportation 
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Manufacturing 
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D 

Nonbank  Financial 

102  BUSINESS  WEEK  /  MARCH  24,  1997 


ine  day  a  single  company  will  deliver 
I    secure    global  network. 


s   today  okay? 


In  spite  of  all  the  talk  about  the  Internet,  intranets  and  now,  extranets,  is  anyone  seriously 
jLking  security?  Not  for  credit  card  numbers  or  shopping,  but  for  mission-critical  data  and  business 
itelligence  whose  Loss  can  sink  a  company  faster  than  the  Titanic.  Because,  with  too  many  vendors 
Lipplying  too  many  pieces,  it  creates  too  many  problems. 

What  you  need  is  one  company  that  can  do  it  all,  including  owning  the  medium  your  information 
'avels  on.  That's  why  you  should  consider  us.  Because,  although  known  as  a  communications  company, 
e're  very  much  a  supplier  of  information  technology,  with  MCI  Systemhouse  "  recognized  by  industry 
nalysts  as  a  leader  in  client/server  computing.  And  Data  Communications  voted  our  end-to-end  systems 
upport  a  "Hot  Product"  for  1997.  So  for  network  security,  remember,  we  create  networks  using  proven 
rchitectural  modules  so  functionality  and  reliability  are  never  in  doubt. 

To  find  out  even  more  about  MCI  networking  solutions,  visit  www.mci.com  or  call  1-800-368-6547. 
or  your  peace  of  mind,  do  it  today. 


1997  MCI  Telecommunications  Corporation 

rights  reserved  Is  this  a  great  lime,  or  what''  is  a  service  mark  of  MCi 


Is  this  a  great  time,orwhat? 


MCI 
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Why  More  Ihdustry  Leaders  BuyThe  Leader  In  The  Industry. 

For  the  past  15  years,  International  has  sold  more  heavy  and  medium-duty  trucks 
ibined  than  any  other  North  American  manufacturer* 

And  it  didn't  happen  by  accident.  International  has  a  heritage  of  building  innovative, 
able  vehicles  that  comes  from  our  long-standing  commitment  to  owners  and  drivers. 

Plus  International  owners  benefit  from  the  largest  dealer  network  in  the  industry  - 
r  1,000  locations  throughout  North  America  including  Mexico  -  as  well  as 
rnational  Diamond  Services, a  new  and  unparalleled  level  of  customer  support. Guaranteed. 

Go  with  the  leader.  Call  International  trucks  at  1-800-962-0119,  ext  200  today. 

4V  INTERNATIONAL 

ftvmNAVISTAR 


'According  lo  combined  figures  for  Cfass  5,6,7  and  8  Irucks  published  by  ttie  American  Automobile  fvlanufacturers  Association  (AAMA) 
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306  PERKIN-ELMER 

307  GREAT  WESTERN  FINANCIAL 
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334  OHIO  EDISON 

335  ITT  INDUSTRIES 

336  KELLOGG 

337  NALCO CHEMICAL 

338  ALCAN  ALUMINUM 

339  EASTMAN  CHEMICAL 

340  SAFETY-KLEEN 
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A 

Conglomerates 

F 

C 

F 

F 

C 

F 

r- 
L 

A 

A 

Food 

C 

F 

C 

F 

C 

D 

B 

B 

Chemicals 

C 

C 

F 

F 

D 

A 

D 

F 

Metals  &  Mining 

F 

C 

F 

C 

F 

B 

C 

A 

Chemicals 

B 

D 

C 

D 

B 

C 

C 

C 

Service  Industries 
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Introducing 

CFO  Vision 


THE  POWER  TO 

FIGURE  IT  „QUX. 


•  EClSIONS  ARE  TOUGHER. 
IME  IS  CRITICAL. 
ESOURCES  ARE  LEANER. 
NDTHE  BUCK  STOPS  WITH  YOU. 


HYPE  JUST  WON'T  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively... and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency 

Povverful,  award-winning  data  warehousing, 
OLAR  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide... including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 
at  bw@sas.sas.com 


919.677.8200    Fax  919.677.4444  www.sas.com/vision/ 


SAS  is  a  registered  trademarl<.  and  CFO  Vision  a  trademarl^. 
of  SAS  Institute  Inc  Copyright  ©  1996  by  SAS  Institute  Inc 
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MARGIN 

RETURN 
EQUITY 

341 

ALLTEL 

D 

D 

D 

c 

D 

D 

B 

c 

Telecommunications 

342 

LONGS  DRUGSTORES 

C 

C 

C 

D 

B 

D 

F 

D 

Health  Care 

343 

HASBRO 

C 

D 

D 

D 

B 

D 

C 

D 

Leisure  Time  Industries 

344 

GUIDANT 

B 

INC 

B 

C 

F 

C 

C 

C 

Health  Care 

345 

LINCOLN  NATIONAL 

D 

C 

D 

F 

C 

C 

C 

D 

Nonbank  Financial 

346 

ENTERGY 

F 

F 

B 

B 

D 

D 

C 

F 

Utilities 

347 

MOTOROLA 

D 

F 

D 

A 

F 

D 

D 

D 

Electrical  &  Electronics 

348 

INCO 

C 

C 

F 

B 

D 

A 

D 

F 

Metals&  Mining 

349 

MILLIPORE 

D 

B 

D 

B 

F 

D 

C 

B 

Electrical  &  Electronics 

350 

MANOR  CARE 

D 

C 

A 

C 

D 

D 

D 

D 

Health  Care 

351 

DUKE  POWER 

F 

D 

D 

D 

C 

D 

A 

D 

Utilities 

352 

FLEETWOOD  ENTERPRISES 

D 

D 

C 

C 

B 

D 

F 

B 

Housing  &  Real  Estate 

353 

ENSERCH 

A 

D 

B 

D 

A 

F 

F 

F 

Utilities 

354 

CAROLINA  POWER  &  LIGHT 

D 

C 

F 

F 

C 

D 

A 

C 

Utilities 

355 

MAYTAG 

D 

D 

F 

F 

D 

B 

D 

A 

Consumer  Products 

356 

CONSOLIDATED  EDISON  CO.  OF  N.Y. 

D 

D 

C 

D 

D 

D 

B 

D 

Utilities 

357 

PACCAR 

B 

D 

F 

D 

D 

C 

D 

C 

Automotive 

358 

DOW  JONES 

D 

F 

C 

C 

D 

C 

C 

D 

Publishing  &  Broadcasting 

359 

NATIONAL  SERVICE  INDUSTRIES 

C 

C 

D 

D 

C 

C 

D 

C 

Electrical  &  Electronics 

360 

CONAGRA 

B 

B 

D 

D 

F 

F 

F 

D 

Food 

361 

HOUSTON  INDUSTRIES 

D 

D 

B 

F 

D 

D 

B 

D 

Utilities 

362 

UNUM 

B 

C 

F 

D 

D 

D 

C 

D 

Nonbank  Financial 

363 

DATA  GENERAL 

C 

A 

B 

C 

D 

F 

F 

D 

Office  Equipment  &  Computers 

364 

INTERNATIONAL  PAPER 

C 

D 

D 

B 

F 

C 

F 

F 

Paper  &  Forest  Products 

365 

WINN-DIXIE  STORES 

F 

D 

D 

D 

D 

D 

F 

B 

Food 

366 

H.F.  AHMANSON 

A 

A 

F 

D 

F 

F 

D 

F 

Nonbank  Financial 

367 

HERCULES 

F 

D 

F 

F 

D 

B 

A 

A 

Chemicals 

368 

NACCO INDUSTRIES 

F 

F 

D 

B 

D 

A 

F 

C 

Manufacturing 

369 

BALTIMORE  GAS  &  ELECTRIC 

D 

C 

C 

D 

D 

D 

B 

D 

Utilities 

370 

GREAT  ATLANTIC  &  PACIFIC  TEA 

6 

D 

F 

F 

A 

F 

F 

D 

Food 

371 

ASARCO 

D 

D 

F 

A 

D 

A 

D 

F 

Metals& Mining 

372 

ARCHER  DANIELS  MIDLAND 

D 

D 

C 

C 

F 

D 

D 

F 

Food 

373 

TEMPLE-INLAND 

B 

F 

F 

C 

F 

A 

D 

F 

Containers  &  Packaging 

374 

JAMES  RIVER  CORP.  OF  VIRGINIA 

C 

B 

F 

C 

B 

F 

F 

F 

Paper  &  Forest  Products 

375 

AMERICAN  BRANDS 

C 

B 

F 

F 

D 

F 

B 

C 

Consumer  Products 

376 

EASTERN  ENTERPRISES 

F 

C 

C 

F 

D 

B 

C 

C 

Utilities 

377 

W.R.GRACE 

C 

B 

F 

F 

D 

F 

C 

B 

Chemicals 

378 

CINCINNATI  MILACRON 

F 

F 

D 

A 

F 

A 

D 

C 

Manufacturing 

379 

AMP 

F  . 

D 

D 

B 

F 

D 

D 

D 

Electrical  &  Electronics 

380 

GIANT  FOOD 

D 

D 

D 

D 

B 

D 

F 

C 

Food 
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Sound  liils  par  a  speed  of  760  mpli 

Ljghr  hits  i|ou  i\  a  speed  of  671,000.000  mph 

(^shilio  DVD  mdhes  W  ocrually  feel  lihe  W. 


fnrJZi  1  "I'h  '.l'""'  o°''  9"'^  ^"'"^''s-  That  little  vein  in  your 
forehead  is  throbbing.  Senses— meet  Toshiba  DVD. 

■P^  PLEASE,  NO  TALKING  DURING  THE  SHOW 

K      1     mi JmS '^'f  r'"'  ^^^^'°Ped  the  technology  that  fits  up  to 
B      133  niinutes  of  heart-pounding  video  and  audio 
H      normally  reserved  for  the  finest  cineplexes  '.^^ 
for  use  at  home  on  a  disc  the  size  of  a  CD  ^Vl^^ 
Picture  quality  that's  three  times  better  than' 
VHS  and  audio  recorded  in  full  Dolby  Digital  ^m^JU 
Surround  Sound*  on  six  discrete  channels  ^■^F 
And,  our  models  can  even  play  your  favorite  ^^^^ 
compact  discs.  i-zvr  

5  (same  as  CD) 
NO  WAITING.  NO  FADING,  NO  RENOVATING 

revvind'?  D5!5'''At''r  '''^     'l''^'  '''''  ^"V  need  to 

rewind  a  DVD.  And,  there  s  no  chance  of  your  favorite  DVD 

uZTST  'Z'  '^''  ''^^  '  tape.  FinaNy  u  won? 
have  to  build  an  addition  to  your  home  to  hold  your  DVDs  The 

TALL,  SHORT,  OR  FRENCH- 
WE  RE  READY  FOR  ANYTHING 

.  Many  DVD  movies  will  come  with  some  of  the  most 
incredible  options  only  Hollywood  and  Toshiba  could  dream  of 
including  the  ability  to  change  the  format  of  the  movie  to  f  t 

widescreen;  language  tracks  of  up  to  eight  different 
M  "^'"^  from  English  to  FreSch;  subtitles  in  up  o 
a  mn^fp  nn' ""^''f  ■■      ^^'^^'^'^  '°  ^^^^  the  same  scene  of 
a  movie  from  any  of  up  to  nine  remote-controlled  angles-  or 
multiple  ending?  to  the  same  movie.  If  the  feature  is  on  the 
disc,  Toshiba  DVD  players  are  ready  for  it. 

YEAH,  SO? 

We  believe  your  senses  will  thank  you  for  this  comoletP  anri 
total  assault.  As  soon  as  they're  out  of  traction  ^ 


Tosluba  DIfD 


m 

ses.  Ose 

liiui 
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SALES 

UnUW 1 H 

(lYEAR) 

SALES 

PDAIAITU 

^13  YEARS) 

PROFIT 

bKUW 1 n 

(lYEARI 

PROFIT 
UKUW 1 n 
(3  YEARS) 

NET 

MARGIN 

RETURN 
ON 

EQUITY 

381 

DOMINION  RESOURCES 

D 

D 

D 

D 

c 

D 

B 

D 

Utilities 

382 

GPU 

D 

c 

D 

D 

F 

c 

B 

D 

Utilities 

383 

USLIFE 

A 

B 

D 

D 

F 

D 

D 

F 

Nonbank  Financial 

384 

SPRINGS  INDUSTRIES 

D 

D 

F 

D 

B 

B 

D 

D 

Manufacturing 

385 

PP&L RESOURCES 

F 

D 

C 

F 

C 

D 

A 

D 

Utilities 

386 

USX-U.S. STEEL  GROUP 

F 

F 

D 

D 

D 

B 

D 

B 

Metals&  Mining 

387 

C.R.  BARD 

F 

F 

D 

C 

C 

C 

C 

C 

Health  Care 

388 

NORTHERN  STATES  POWER 

F 

D 

D 

D 

D 

C 

B 

D 

Utilities 

389 

TRW 

C 

C 

D 

C 

F 

D 

F 

D 

Conglomerates 

390 

WILLAMETTE  INDUSTRIES 

C 

F 

F 

B 

F 

B 

C 

D 

Paper  &  Forest  Products 

391 

ALLERGAN 

F 

C 

C 

C 

C 

F 

C 

D 

Health  Care 

392 

WESTVACO 

F 

D 

F 

C 

F 

A 

C 

D 

Paper  &  Forest  Products 

393 

AETNA 

C 

C 

B 

F 

F 

F 

F 

F 

Nonbank  Financial 

394 

BARRICKGOLD 

F 

F 

D 

A 

D 

D 

A 

F 

Metals&  Mining 

395 

PENNZOIL 

A 

D 

F 

F 

D 

D 

D 

C 

Fuel 

396 

INTL.  FLAVORS  &  FRAGRANCES 

F 

D 

F 

D 

D 

D 

A 

B 

Chemicals 

397 

WORTHINGTON  INDUSTRIES 

D 

F 

B 

C 

D 

D 

D 

D 

Metals&  Mining 

398 

BLACK  &  DECKER 

D 

C 

D 

F 

F 

B 

D 

D 

Manufacturing 

399 

J.C.  PENNEY 

D 

F 

B 

D 

F 

F 

F 

D 

Discount  &  Fashion  Retailin 

400 

MEAD 

D 

D 

F 

D 

F 

A 

D 

D 

Paper  &  Forest  Products 

401 

ORYX  ENERGY 

A 

D 

D 

F 

C 

F 

A 

F 

Fuel 

402 

DILLARD  DEPARTMENT  STORES 

F 

F 

C 

D 

A 

D 

D 

F 

Discount  &  Fashion  Retailin 

403 

RUBBERMAID 

F 

F 

F 

D 

A 

F 

C 

C 

Manufacturing 

404 

CUMMINS  ENGINE 

B 

F 

F 

C 

F 

D 

D 

C 

Automotive 

405 

TEXAS  INSTRUMENTS 

A 

B 

F 

D 

F 

F 

F 

F 

Electrical  &  Electronics 

406 

SUPERVALU 

D 

F 

F 

F 

C 

C 

F 

C 

Food 

407 

HARRAH'S  ENTERTAINMENT 

F 

F 

D 

C 

B 

D 

C 

C 

Leisure  Time  Industries 

408 

NEWMONT  MINING 

F 

F 

A 

D 

D 

D 

B 

D 

Metals&  Mining 

409 

WMX  TECHNOLOGIES 

C 

D 

D 

F 

D 

D 

D 

D 

Service  Industries 

410 

HUMANA 

F 

F 

A 

A 

F 

F 

F 

F 

Health  Care 

411 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

D 

D 

D 

F 

D 

D 

B 

D 

Utilities 

412 

TANDY 

C 

D 

C 

B 

F 

F 

F 

D 

Consumer  Products 

413 

UNION  ELECTRIC 

F 

D 

D 

D 

D 

D 

A 

D 

Utilities 

414 

TIME  WARNER 

F 

F 

A 

B 

F 

F 

F 

F 

Publishing  &  Broadcasting 

415 

COOPER  TIRE  &  RUBBER 

F 

F 

C 

C 

D 

D 

C 

C 

Automotive 

416 

REYNOLDS  METALS 

B 

D 

F 

B 

F 

F 

F 

F 

Metals&  Mining 

417 

DELTA  AIR  LINES 

D 

C 

C 

F 

F 

F 

F 

F 

Transportation 

418 

CHAMPION  INTERNATIONAL 

D 

D 

F 

C 

F 

A 

F 

F 

Paper  &  Forest  Products 

419 

TENNECO 

F 

F 

A 

F 

D 

F 

D 

C 

Conglomerates 

420 

MERCANTILE  STORES 

D 

D 

D 

D 

D 

C 

D 

D 

Discount  &  Fashion  Retailinj 
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THE  BUSINESS  STRESS-REDUCTION  INDEX 


Skarp  drop  in  cnaos; 
Analysts  suspect  new  PaperPort  mx. 


REDUCE  ISSUES  DOWN 
TO  THEIR  ESSENTIALS. 

The  first  step  in  reducing 
stress  is  to  rid  yourself  of 
unnecessary  paper. 
PaperPort  mx  con  scon 
tfiousonds  of  words  in 
niinutes — from  virtually 
any  type  of  document. 
Reports.  Memos,  Letters. 
Newspaper  articles. 
So  you  can  more  easily 
deal  with  them.  The  result 
IS  higher  productivity. 
For  instance,  Toyota's 
U  S.  marketing  division 
deployed  PaperPort  in 
its  organization  and 
expects  to  save  consider- 
able time  and  money. 


BE  THE  GREAT 
COMMUNICATOR. 


Use  PaperPort  mx  to  scan 
wads  of  information  direct- 
ly into  reports,  proposals, 
and  e-mails.  It  will  even  let 
you  send  information  over 
the  Net — for  instance,  that 
contract  (or  invoice)  that 
needs  immediate  attention 


>/visioneer 


IMPROVE  YOUR 
TIME-MANAGEMENT  SKILLS. 

Rid  your  world  of  unneces- 
sary and  time-consuming 
tasks.  For  example,  retyping 
PaperPort  mx  con  handle 
it  for  you  Simply  lake  the 
document  you  wont  to 
retype,  and  scan  it  with 
PaperPort  mx.  Then 
PaperPort  mx's  integrated 
Xerox  TextBridge'"  OCR 
software  converts  these 
words  to  digital  format  so 
they  can  be  edited  or 
copied  Literally  saving 
you  hours 


MEASURABLE  OPERATING 
RESULTS. 

Ah,  here's  a  bonus 
PaperPort  mx  can  accom- 
plish all  of  these  things — 
without  hogging  space  on 
your  desk.  It's  sleek  and 
small  and  fits  right  between 
your  keyboard  and  monitor 


MANAGE  TECHNOLOGY. 

Here's  a  secret  about  how 
to  gel  the  technology  you 
have  to  work  harder  Say 
you  want  to  send  a  fax 
Scon  in  your  document 
using  PaperPort  mx,  then 
send  a  fax  using  your  com- 
puter's modem  It  saves 
time  (you'll  never  again  have 
to  trek  down  the  hall  to  fax 
something).  And  it's  usually 
cheaper,  to  boot 


SIMPLIFY  OPERATIONAL 
STRUCTURES  AND 
SYSTEMS.  

For  instance,  your  archaic 
filing  system  Instead,  use 
PaperPort  mx  Filing  things 
digitally  on  your  computer 
lakes  up  far  less  space, 
but  more  than  that,  it  helps 
you  pinpoint  a  specific 
document  later.  Just  type  in 
a  keyword,  and  PaperPort 
mx  will  retrieve  it  for  you 


ORCHESTRATE  THE 
PROGRAM  FOR  CHANGE. 

Don't  lei  its  compact  size 
fool  you  PaperPort  mx 
IS  lough  enough  for  even 
the  toughest  business 
environment  For  one, 
it's  fully  compatible  with 
Windows  NT  And  at 
a  new  lower  price,  even 
the  most  stringent  bean 
counters  in  your  company 
will  be  pleased 


Bonds  Drop.  Stoc 


coil  1  -800-787-7007,  extension  654. 
http:/ /wv/w  visioneer  com 
Or  contact  on  _  — 

authorized  reseller      PAPERPORT  mx 
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421 

NORDSTROM 

F 

F 

c 

c 

D 

D 

D 

D 

Discount  &  Fashion  Retailing 

422 

TELE-COMMUNICATIONS 

F 

F 

A 

A 

F 

F 

F 

Publishing&  Broadcasting 

423 

SUN 

F 

F 

B 

B 

F 

F 

F 

Fuel 

424 

PECO  ENERGY 

F 

F 

D 

F 

D 

D 

D 

Utilities 

425 

UNION  CAMP 

D 

F 

F 

C 

F 

A 

F 

Containers  &  Packaging 

426 

COMCAST 

F 

F 

A 

A 

F 

F 

F 

Publishing  &  Broadcasting 

427 

NIAGARA  MOHAWK  POWER 

B 

F 

F 

F 

B 

F 

F 

Utilities 

428 

KMART 

A 

F 

F 

F 

D 

F 

F 

Discount  &  Fashion  Retailing 

429 

SILICON  GRAPHICS 

F 

F 

A 

A 

F 

F 

F 

Office  Enuipment  &  Computer; 

430 

BRIGGS&STRATTON 

D 

D 

F 

F 

C 

D 

C 

B 

Manufacturing 

431 

MOORE 

C 

D 

F 

D 

F 

C 

C 

D 

Office  Equipment  &  Computers 

432 

WEYERHAEUSER 

D 

F 

F 

D 

F 

D 

D 

D 

Paper  &  Forest  Products 

433 

RYDER  SYSTEM 

C 

D 

C 

C 

F 

F 

F 

Transportation 

434 

GREAT  LAKES  CHEMICAL 

F 

F 

F 

C 

D 

B 

B 

Chemicals 

435 

TOYS  'R'  US 

D 

F 

C 

C 

F 

F 

F 

Discount  &  Fashion  Retailing 

436 

QUAKER  OATS 

D 

D 

F 

F 

F 

D 

B 

Food 

437 

ITT  HARTFORD  GROUP 

A 

INC 

D 

D 

F 

F 

F 

Nonbank  Financial  F 

438 

JOSTENS 

F 

D 

C 

F 

F 

D 

A 

Manufacturing  1 

439 

BEVERLY  ENTERPRISES 

B 

F 

D 

D 

D 

F 

F 

Healthcare  f 

440 

US  WEST  MEDIA  GROUP 

F 

INC 

A 

A 

F 

F 

F 

Publishing  &  Broadcasting      !  ' 

441 

DTE  ENERGY 

F 

D 

F 

F 

D 

B 

D 

Utilities 

442 

EG&G 

F 

D 

F 

D 

D 

D 

C 

Service  Industries  i 

443 

AUTODESK 

D 

D 

F 

D 

F 

B 

C 

Office  Equipment  &  Computers 

444 

BROWNING-FERRIS  INDUSTRIES 

D 

D 

F 

A 

F 

F 

Service  Industries  fi 

445 

GOODYEAR  TIRE  &  RUBBER 

C 

D 

F 

D 

F 

Automotive  1 

446 

GENERAL  INSTRUMENT 

F 

B 

A 

F 

F 

Electrical  &  Electronics  | 

447 

PG&E 

F 

F 

F 

Utilities  1 

448 

ADVANCED  MICRO  DEVICES 

F 

D 

F 

^ 

p 

Electrical  &  Electronics  ; 

449 

WHIRLPOOL 

D 

D 

D 

F 

Consumer  Products  ' 

450 

H&R  BLOCK 

B 

B 

F 

F 

F 

Nonbank  Financial  jj 

i; 

451 

BAYNETWORKS 

A 

A 

F 

F 

F 

Office  Equipment  &  Computers  Ik 

452 

WESTINGHOUSE  ELECTRIC 

^ 

A 

F 

F 

F 

F 

Electrical  &  Electronics  !, 

453 

POTLATCH 

D 

F 

D 

F 

F 

Paper  &  Forest  Products 

454 

WOOLWORTH 

A 

F 

F 

F 

F 

F 

Discount  &  Fashion  Retailing  i' 

455 

JOHN  H.  HARLAND 

B 

D 

C 

D 

F 

^ 

Office  Equipment  &  Computers  1' 

456 

SCIENTIFIC-ATLANTA 

D 

D 

F 

B 

F 

F 

F 

Telecommunications 

457 

ADOLPH  COORS 

D 

D 

D 

F 

D 

Consumer  Products  j 

458 

DARDEN  RESTAURANTS 

F 

INC 

F 

F 

A 

Leisure  Time  Industries  ^ 

459 

AMDAHL 

B 

B 

C 

F 

F 

Office  Equipment  &  Computers  i^i 

460 

GEORGIA-PACIFIC 

C 

F 

F 

F 

F 

Paper  &  Forest  Products  { 
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tays  mainly  in 


the  plain. 


•,\cr\'  c'ounliA  IvAs  its  own  Xl'ikJ  Access  \uinbci"  which  makes  callinti  Iroin 


oxcrscas  icalh'  cas\ .  |iisi  dial  the  .\Ti<\'  Access  NLiinber  lor  ihe  counin' 


CallinR  Card 


'iw**"*^*  ^^^^  voLi  re  callinii  liom  and  we'll  lake  it  h-oin  there.  And  he  sure  to  charge  \our 


\<^W>^  0\')*  327  928  730  3  50 


calls  on  your  A'!lX.T  (falling  Card.  It'll  lielp  you  avoid  ouU'a^ueous  phone 


All  you  need  for  the 
fastest,  clearest  connections  home. 


charnc's  on  \'our  hotel  bill  and  sa\e  vou  up  to  M\*  ram  or  shine.  I'oi'  a  In 


wallet  card  ot  woddwide  A'l'c\:T  Access  Numbers  call  1-«()()-»  j6-8399. 


ittp:// www. att.com/traveler 


istesl  and  clearest  connectit)n.s  from  coiinlrics  with  voice  prtjmpl-s,  compared  lo  ni.i|or  I!  s  ^.l^rle^^  on  i.illMo  ihe  V  s  CIc.ireM  b.l^ed 
1  Olslomer  preference  leslin^  •Compared  In  certain  hotel  telepnonc  charges  Ixised  on  uilK  lo  the  1 1  s  in  Oclnlier  199^  .Acliial  s-ivinns 
ay  be  higher  or  lower  depending  upon  your  hilling  method,  time  of  day,  lenglli  ol  i  .ill,  (ecs  ch.irged  by  hold  .ind  the  iounlr\'  Ironi 
hich  you  are  calling.  "Rain  in  ^pain"  (Alan  |.iy  Lerner.  Frederick  Loewe)  iD  l')=i(i(:li.ipix-lU\  Co  (ASCAP)  01997  AT\T 


AT&T 


We^e  been  an  integral  part  of  the  I  liter  net  for  years.  We  provid 
servc^rs  for  Netscape,    helped  set  up  the  first  secure  onlin 

b  Vi  w  king  s  e  r  v  i^  c  e.   <\  n  d   b  u  i  !  t   t  li     w  o  r  Id's   I  a,  r  g  e  s  t   i  n  t  r  a  \\  e 


Netscape  Ui  a  U  S  trademark  of  Netscape  Communications  Corp  ©1997  Hewlett-Packard  Company 


e  can  help  you  become  part  of  the  net,  too.  More  important, 
e     a  n  ii  e  1  p  y  o  u  r  v  o  m  p  a  n  y  t  li  r  i  v  e  t  h  e  r   .  I^"*  i  n  d  o  u  i  h  o  w .  J  n  s  t 
p  e  II  s  i  n.  w  w  w .  h  p .  c  o  m  /go/  c  o  ai  puling  Capitalize  on  chaos. 


¥Ap%  HEWLETT* 

mLnM  Packard 


The  compa  , 
education  fo 


A.  get  an  apple. 

□ 


T  F 

B.  get  a  tax  deduction. 

□ 


T  F 

C.  move  to  the  head 
of  the  class. 


□ 


T  F 


A  global  company  that  only 
looks  outside  for  people  with 
new  skills  and  knowledge  is 
missing  a  bet. 

With  the  right  people,  it's  more 
productive  to  build  from  within. 
United  Technologies  offers 
employees  100%  paid  tuition  for  undergraduate  and  advanced  degrees.  One  hundred  percent 
payment  for  required  books,  registration  and  academic  fees.  Paid  time  off  from  work  to  study. 
And  100  shares  of  United  Technologies  common  stock  upon  graduation. 
Corporate  largesse?  Hardly. 

We  know  when  our  employees  move  to  the  head  of  the  class,  so  do  we. 


i:^ii^Z3ni3i 


United 
Technologie 


tis    Carrier    Pratt  &  Whitney    Sikorsky    Hamilton  Standard    UT  Automotiv 


rHE  S&P 

500 


Business  Week's 


Performance  Rankings 


PERFORMANCE  GRADES 


FLEMING 

KAUFMAN  &  BROAD  HOME 
R.R.  DONNELLEY 
DELUXE 

CYPRUS  AMAX  MINERALS 

SANTA  FE  PACIFIC  GOLD 

BOISE  CASCADE 

NATIONAL  SEMICONDUCTOR 

OWENS  CORNING 

NOVELL 

POLAROID 

ARMCO 

TANDEM  COMPUTERS 

BAUSCH&LOMB 

UNISYS 

McDERMOTT  INTERNATIONAL 
PLACER  DOME 
BATTLE  MOUNTAIN  GOLD 
STRIDE  RITE 
HOMESTAKE  MINING 
NAVISTAR  INTERNATIONAL 
INLAND  STEEL  INDUSTRIES 
GIDDINGS&  LEWIS 
DSC  COMMUNICATIONS 
DIGITAL  EQUIPMENT 
CALIBER  SYSTEM 
BALL 

DUN&BRADSTREET 
APPLE  COMPUTER 
STONE  CONTAINER 
CHARMING SHOPPES 
BETHLEHEM  STEEL 
LOUISIANA-PACIFIC 
INTERGRAPH 
ECHO  BAY  MINES 
COGNIZANT 

LUCENT  TECHNOLOGIES 
SEAGRAM 
TUPPERWARE 
UNILEVER  NV 


INC 

D 
D 


TOTAL  TOTAL 
RETURN  RETURN 
(lYEAR)      (3  YEARS) 


SALES  SALES  PROFIT 
GROWTH  GROWTH  GROWTH 
(lYEARl      (3YEARS)  (lYEAR) 


PROFIT 

GROWTH  NET 
(3  YEARS]  MARGIN 


RETURN 

ON 
EQUITY 


INC 

INC 

c 

INC 

B 


F 
A 
D 
D 
F 
F 
F 
F 
C 
F 
D 
B 
D 
F 
F 
D 
B 
C 
F 
D 
F 
F 
D 
F 
F 
B 
C 
F 
F 
F 
F 
F 
F 
F 
F 
B 
B 

INC 

D 

INC 


D 
C 
A 
F 
F 
D 
D 
B 
A 
F 
F 
F 
F 
D 
D 
F 
F 
F 
F 
F 

INC 
INC 
INC 
INC 
INC 


INDUSTRY  GROUP 

Food 

Housing  &  Real  Estate 

Service  Industries 

Office  Equipment  &  Computers 

Metals  &  Mining 

Metals  &  Mining 

Paper  &  Forest  Products 

Electrical  &  Electronics 

Housings  Real  Estate 

Office  Equipments  Computers 

Leisure  Time  Industries 

Metals  &  Mining 

Office  Equipment  &  Computers 

Healtfi  Care 

Office  Equipment  &  Computers 

Manufacturing 

Metals&  Mining 

Metals  &  Mining 

Consumer  Products 

Metals  &  Mining 

Automotive 

Metals&  Mining 

Manufacturing 

Telecommunications 

Office  Equipment  &  Computers 

Transportation 

Containers  &  Packaging 

Service  Industries 

Office  Equipment  &  Computers 

Containers  &  Packaging 

Discount  &  Fashion  Retailing 

Metals  &  Mining 

Paper  &  Forest  Products 

Office  Equipment  &  Computers 

Metals  &  Mining 


A 

INC 

B 

A 

Service  Industries 

D 

INC 

D 

A 

Telecommunications 

INC 

INC 

D 

F 

Consumer  Products 

C 

INC 

A 

A 

Manufacturing 

INC 

INC 

INC 

INC 

Food 

"denotes  incomplete  where  data  was  not  available.  Companres  with  two  or  more  incompletes  were  not  ranked 
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If  you  think  you  can  find  a 

better  scanner  p 

than  an  tpSOr 


scan  this. 


COMPARISON  CHART 

THE  EPSON 
EXPRESSION  636 

THE  HP 
SCANJET  4C 

Bit  Depth 

36 

30 

Colors 

68.7  billion 

2,0  billion 

Maximum  Resolution 

4800  X  4800 

2400  X  2400 

Optical  DPI 

600 

600 

Grayscale  Levels 

4,096 

1,024 

SCAN  SPEED-Preview 

6  seconds 

11  seconds 

Color  (4x5) 

21  seconds 

27  seconds 

Grayscale 

23  seconds 

34  seconds 

Text  OCR 

14  seconds 

28  seconds 

THE  EPSON'  EXPRESSION""  636  COLOR  SCANNER  - 

There's  no  cienying  we're  making  a  pretty  bold  statement  about 
our  scanner.  But  with  numbers  like  this,  we  can.  Because  Epson 
TrueScan"  technology  with  36-bit  scanning  and  6oo-dpi  optical 
resolution,  gives  you  the  power  to  capture  68,7  billion  colors  and 
countless  details  with  incredible  clarity.  And  everything  you  need 
to  harness  that  power  is  easy  to  set  up  and  easy  to  use.  So  you'll  get  high-quality  images  that  will  turn  visual  presentations 
and  business  documents  into  bold  statements-more  quickly  and  easily  than  other  scanners  can.  And  for  a  lot  less  money,  too. 

But  there  are  other  ways  we  outdo  the  competition  that  can't  be  expressed  in  numbers.  With  our  exclusive  Text  Enhance- 
ment Technology  and  Auto  Area  Segmentation,  you  can  accurately  scan  both  text  and  graphic  images  from  the  same  page-even 
from  colored  backgrounds.  And  you'll  get  greater  versatility  with  easy,  simultaneous  hook-up  to 
both  PC  and  Mac  platforms.  Nobody  else  can  do  that.  So  now  that  you  see  what  the  numbers 
(amongst  other  stuff)  do  for  our  scanner,  wait'll  you  see  what  our  scanner  does  tor  your  bus- 
i"     mess.  For  more  information  call  i-8oo-CO-EPSON  and  ask  for  operator  3055, 
Or  visit  us  at  www,epson,com. 


The  Expression  656  executive  PC  bundle  comes  with 
Adobe  Photoshop"  LE,  Xerox  TextBridge  Pro"  '96,  NewSott"  Prestoi  PageManager"  LE 
and  SCSI  interface  and  cable  As  well  as  a  competitive  edge 


YOU'VE  GOT  TO  SEE  IT  IN 


EPSON 


color; 


Pfodud  comparison  based  on  independent  thifd  parly  feeing  using  a  ioo  MHz  Pentium  computer  with  Windows  95  Scanners  were  operated  in  best  quality  mode  using  Adobe  Photoshop,  TWAIN  drivers  and  SCSI  cards  included  in  the  box.  Images  were  single-pass 
scanned  at  (joo  dpi  Executive  Mac  bundle  also  available  with  Adobe  Photoshop  LE,e  Paper™  and  SCSI  cable  Other  scanner  configurations  available  /Wards  given  lo  the  ES-1200C  one  in  the  line  of  Epson  award-winning  scanners  Do  not  scan  published  material 
without  permission  o(  itie  ropynght  holder  EPSON  is  a  regist^^red  trademart  of  Seiko  Epson  Corp  Expression  and  TrueScan  are  trademarics  ot  Epson  America,  Inc  Ail  other  trademarks  are  the  property  of  theif  respective  owners  'C1996  Epson  America,  Inc 


Business  Week's 

Industry  Rankings 


[he  ScScP  500  represents  a  huge  universe,  accountmg  for  some  69%  of  the  market 
capitahzation  of  all  U.S.  stocks.  To  find  out  how  each  of  the  companies  in  the 
index  measures  up  against  its  peers,  we  ranked  them  within  industry  groups, 
using  the  same  factors  that  go  into  the  overall  report  card  grades.  The  numbers 
sed  to  derive  those  grades  are  shown  in  these  tables,  along  with  a  wealth  of  additional 
nancial  information.  Each  company  s  rank  within  its  industry  is  listed  to  the  left  of 
s  name,  followed  by  its  overall  rank. Taken  together,  they  form  a  vivid  picture  of  how 
ell  each  company  harnesses  its  resources,  given  the  unique  constraints  of  its  industry. 


Glossary  &  Footnotes 

Companies  on  this  list  are  from  the  Standard 
Si  Poor's  500.  Each  company  is  ranked  by 
;ight  criteria;  one-year  total  return,  three-year 
:otal  return,  one-year  sales  growth,  three-year 
average  annual  sales  growth,  one-year  profit 
?rowth,  three-year  average  annual  profit 
growth,  net  profit  margins,  and  return  on 
;quity,  with  additional  weight  given  to  a  com- 
pany's sales.  A  company's  composite  rank  is 
;alculated  using  the  sum  of  all  its  ranks. 

MARKET  VALUE 

share  price  on  Feb.  21,  1997  multiplied  by 
he  latest  available  common  shares  out- 
standing 

)NE-YEAR  TOTAL  RETURN 

\nnual  dividend  per  share,  reinvested,  plus 
•eb.  21,  1997  price  per  share,  as  a  percent 
)f  Feb.  21,  1996  price  per  share 

THREE-YEAR  TOTAL  RETURN 

\nnual  dividend  per  share,  reinvested,  plus 
"eb.  21,  1997  price  per  share,  as  a  percent 
)f  Feb.  22,  1994  price  per  share 

iALES 

.atest  available  sales  through  the  most 
ecent  12  months.  Includes  all  sales  and 
ither  operating  revenues.  For  banks,  this 
ncludes  all  banking  operations  revenues 

THREE-YEAR  SALES  GROWTH 

/Blculated  using  the  least  squares  method. 
)ata  for  1995  and  1995  is  as  reported  by 
ompany  in  1996 


PROFITS 

Latest  available  profits  through  the  most 
recent  12  months.  Net  income  from  contin- 
uing operations  before  extraordinary  items 

THREE-YEAR  PROFITS  GROWTH 

Calculated  using  the  least  squares  method. 
Data  for  1996  and  1995  is  as  reported  by 
company  in  1996.  If  results  for  the  earliest 
year  are  negative,  the  average  is  for  two 
years 

NET  MARGINS 

Net  income  from  continuing  operations 
before  extraordinary  items  as  a  percent  of 
sales 

RETURN  ON  INVESTED  CAPITAL 

Profits  plus  minority  interest  and  interest 
expense  (adjusted  by  tax  rate)  as  a  percent 
of  debt  and  equity  funds 

RETURN  ON  EQUITY 

Net  income  available  for  shareholders  divid- 
ed by  total  equity 

RECENT  SHARE  PRICE 

Price  for  a  single  share  of  a  company's  most 
widely  traded  issue  of  common  stock  as  of 
the  close  of  trading  Feb.  21,  1997 

HIGH/LOW  PRICE 

Trading  range  for  the  company's  common 
stock,  Feb.  21,  1996  to  Feb.  21,  1997 

P-E  RATIO 

Price-earnings  ratio  based  on  latest  12  months 
earnings  and  Feb.  21,  1997  stock  price 

DIVIDEND  YIELD 

Annual  dividend  rate  as  a  percent  of  the 
Feb.  21  stock  price 


EARNINGS  PER  SHARE 

Primary  earnings  per  share,  excluding  extra- 
ordinary profit  or  loss,  divided  by  number  of 
common  and  common  equivalent  shares 

EARNINGS  PER  SHARE  ESTIMATES 

Analysts'  consensus  estimates  for  1997 
compiled  as  of  Feb.  13  by  l/B/E/S  Interna- 
tional Inc.,  New  York,  N.Y.  l/B/E/S  is  a  regis- 
tered trademark  of  l/B/E/S  International  Inc. 

(a)  Data  as  of  September  1996 

(b)  Data  as  of  October  1996 

(c)  Total  return  from  May  20,  1996 

(d)  Total  return  from  Oct.  17,  1996 

(e)  Total  return  from  April  4,  1996 

(f)  Two-year  growth  rate 

(x)  Sales  include  excise  taxes 
(y)  Sales  include  other  income 
(z)  Sales  include  excise  taxes  and  other  income 
NA=not  available.  NI\/l=not  meaningful. 
NC=not  calculable.  INC=lncomplete 
t  Because  business  week  is  owned  by 
McGraw-Hill,  the  S&P  500  Scoreboard  does  not 
include  a  forecast  of  the  company's  earnings. 

Note:  Data  compiled  by  Standard  &  Poor's 
Compustat,  a  division  of  The  McGraw-Hill 
Companies,  from  sources  such  as  statistical 
services,  registration  statements,  and  com- 
pany reports  that  spc  believes  to  be  reliable 
but  are  not  guaranteed  by  spc  or  business 
WEEK  as  to  correctness  or  completeness.  This 
material  is  not  an  offer  to  buy  or  sell  any 
security. 

Additional  data:  l/B/E/S  International  Inc., 
New  York,  N.Y.  l/B/E/S  is  a  registered  trade- 
mark of  l/B/E/S  International  Inc. 
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THE  S&P 

300 


Business  Week's  Industry  Rankii; 


IVIARKET  VALUE 


SALES 


PROFITABILITY 


FEB. 21  TOTAL 
1997  RETURN 
$MIL  (ITEAR) 


TOTAL 
RETURN 
(3  YEARS) 


12 

MONTHS 
1996 
SMIL, 


CHANGE 
FROM 
1995 

% 


3  YEAR 
AVERAGE 
CHANGE 


12 

MONTHS 
1996 
SMIL, 

CHANGE 
FROM 
1995 

% 

773.3 

143 

1347.0 

98  ^ 

906.0 

21 

788.0 

NM 

234.0 

-7 

1095.0 

179 

270.0 

9 

1420.0 

1 

3720.0 

75 

4446.0 

7 

306.0 

6 

4953.0 

-18 

146.5 

-6 

201.0 

-20 

160.0 

-29 

107.9 

~4 

101.7 

-83 

58.0 

-64 

111  7.9 

1.'. 

435.3  a 

34 

2330.0a 

26 

1153.9 

21 

739.8 

30 

1499.0 

5 

1436.0 

2b 

335.1 

16 

478.9 

46 

736.6 

25 

1020.0 

12 

2873.0 

8 

1071.0 

4 

418.8 

45 

3788.0 

9 

1426.5 

12 

992.2 

143 

932.0  a 

-19 

553.0a 

6 

650.0 

-4 

2461.0 

-17 

1574.0 

21 

1  Aerospace  &  Defense 


1M)1  > 

^  I  HV  AM  !{  \<,l 

1 

29 

LOCKHEED  MARTIN 

2 

134 

UNITED  TECHNOLOGIES 

3 

169 

MCDONNELL  DOUGLAS 

4 

182 

NORTHROP  GRUMMAN 

5 

192 

BOEING 

6 

270 

GENERAL  DYNAMICS 

2  Automotive 

i\i)i  fsi  Kv  Av  i:k\(;i: 


1 

69 

CHRYSLER 

2 

246 

FORD  MOTOR 

3 

272 

DANA 

4 

286 

GENERAL  MOTORS 

5 

319 

ECHLIN 

6 

357 

PACCAR 

7 

404 

CUMMINS  ENGINE 

8 

415 

COOPER  TIRE  &  RUBBER 

9 

445 

GOODYEAR  TIRE  &  RUBBER 

10 

481 

NAVISTAR  INTERNATIONAL 

3  Banks 

INDl  S  I  KV  \\  l  H  WAi 


1 

9 

MBNA 

2 

12 

NATIONSBANK 

3 

22 

NORWEST 

4 

26 

FIRST  BANK  SYSTEM 

5 

32 

FIRST  UNION 

6 

35 

FIRST  CHICAGO  NBD 

7 

46 

FIFTH  THIRD  BANCORP 

8 

53 

U.S.  BANCORP 

9 

59 

NATIONAL  CITY 

10 

66 

BANK  OF  NEW  YORK 

11 

68 

BANKAMERICA 

12 

76 

WELLS  FARGO 

13 

85 

REPUBLIC  NEW  YORK 

14 

86 

CITICORP 

15 

93 

BANC  ONE 

16 

94 

PNC  BANK 

17 

103 

FLEET  FINANCIAL  GROUP 

18 

110 

BARNETT BANKS 

19 

111 

BANK  OF  BOSTON 

20 

112 

CHASE  MANHATTAN 

21 

122 

J. P.  MORGAN 

l.".033.6  2«.2 

17838.8  14.2 

18056.3  47.1 

14370.8  46.1 

4300.7  15.7 

36661.0  31.6 

4374.0  14.7 


128').).0  13.0 

24675.3  41.3 
39352.5  13.7 

3181.0  2.0 

44262.4  19.7 
2071.0  -4.1 
2554.9  31.2 
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734.2  -3.7 
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11104.1 
17495.0 
41832.7 
28391.2 
5164.1 
56338.7 
19497.9 
13937.1 
15407.9 
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19625.0 


.->3.8 
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68.0 
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47.4 
55.7 
47.2 
73.4 
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55.4 
56.4 
71.3 
28.7 
59.0 
61.4 
35.4 
45.4 
53.1 
60.7 
61.2 
52.3 
37.7 


136.4 

131.9 
136.1 
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105.0 
139.0 
63.7 

7.<» 

35.2 
16.4 
17.6 
5.0 
21.3 
35.0 
6.9 

-20.8 
24.0 

-61.2 

148.4 

303.4 
171.2 
124.2 
176.6 
149.6 
133.7 
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109.4 
119.4 
225.1 
197.9 
141.5 
104.3 
214.0 
73.4 
75.7 
99.9 
160.2 
247.2 
208.5 
75.1 


I642r>.7 
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23512. Oy 
13834.0 

8071.0 
22681.0 

3581.0 


41 142.3 

59333.0 
146991.0 
7890.7 
164068. 9y 
3261.0 
4316. 8y 
5257.0 
1619.3 
13112.7 
5573.0 


8000 

2998 
16376 
8534 
3026 
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9686 
1748 
2862 
4047 
5029 
20025 
8508 
2833 
28818 
8978 
6155 
8078 
3748 
5611 
25000 
10713 


.() 

Oa 
Oa 
3 

ly 

Oy 
Oy 
7 

3y 
ly 

Oy 

0 

0 

ly 
Oy 
ly 

5y 
Oa 
8a 
Oy 
0 

Oy 


10 

18 
3 
-3 
18 
16 
17 


•1 
16 
7 
1 
2 

15 
-6 
0 
8 
0 
-12 


26 
10 
15 
6 
11 
-4 
19 
2 
2 
1 
5 
62 
16 
2 
14 
-2 
5 
7 
-5 
-5 


7.0 

24.1 
4.1 
-0.5 
15.2 
-4.5 
3.6 


9.3 

10.8 
10.3 
12.5 
6.4 
18.4 
6.3 
7.7 
10.3 
4.3 
5.9 

18.9 

33.4 
21.1 
17.6 
15.7 
31.0 
56.9 
19.6 
20.2 
27.3 
13.2 
12.5 
20.1 
13.5 
-0.3 
10.1 
18.1 
40.9 
6.6 
21.4 
41.1 
13.5 
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INVESTMENT  DATA 


RECENT  ESTIMATED 

NET          RETURN  ON      RETURN  ON            SHARE  12-MONTH  EARNINGS  EARNINGS 

MARGIN        INVESTED        COMMON             PRICE  HIGH/LOW            P-E  DIVIDEND       PER  SHARE     PER  SHARE 

1995  CAPITAL  EQUITY  $  S  RATIO  YIELD  1996  1997 


10.2 

7.0 
13.2 
13.0 
4.5 
9.0 
14.8 


8.1 

19.8 
2.4 
9.3 
8.9 
8.5 
5.8 
10.5 
12.6 
2.0 
1.5 


8.2 

8.5 
6.6 
5.9 

10.6 
8.2 
8.0 

13.8 
9.7 

10.0 

13.4 
7.1 
5.0 
5.3 
9.2 

12.3 
5.5 
5.7 

12.1 
8.1 
6.4 
6.1 


16.1 

18.7 
18.5 
25.9 
11.0 
11.1 
16.2 


1^>.8 

32,1 
16.4 
21.4 
22.3 
14.1 
14.8 
12.8 
13.7 
2.7 
3.1 


14.3 

26.5 
17.4 
18.7 
24.0 
14.9 
15.6 
15.6 
17.2 
16.5 
19.7 
12.1 

7.1 
12.0 
17.5 
16.7 
16.9 

9.5 
16.5 
12.9 
10,4 
12.7 


81 

87/.")<» 

89 

97/73 

76 

78/50 

68 

72/43 

75 

84/58 

108 

115/74 

69 

76/57 

:}8 

44/.S  1 

35 

36/26 

33 

37/29 

31 

36/27 

59 

64/46 

33 

39/30 

66 

74/45 

52 

55/37 

21 

27/18 

54 

56/42 

10 

12/8 

8(» 

8.S/.i(t 

35 

38/17 

60 

63/36 

50 

52/32 

81 

83/52 

91 

96/57 

61 

63/37 

83 

85/46 

50 

51/29 

50 

52/32 

39 

41/23 

118 

123/66 

310 

318/214 

94 

97/56 

122 

127/72 

46 

48/31 

43 

44/28 

59 

62/38 

48 

50/28 

74 

77/45 

103 

106/63 

106 

110/76 

1<> 

13 
22 
19 
17 
34 
16 


12 

7 
9 
10 
10 
14 
13 
13 
16 
81 
25 

17 

28 
14 
16 
15 
17 
14 
26 
16 
15 
16 
16 
25 
13 
16 
14 
15 
23 
17 
19 
20 
14 


1 .62 

1.80 
1.63 
0.71 
2.15 
1.04 
2.36 


2.8.*, 

4.56 
4.65 
3.20 
3,42 
2,64 
3,80 
1,91 
1,66 
2.08 
NA 


2..)4 

1.37 
2,20 
2,39 
2,29 
2.55 
2.63 
1.39 
2.47 
3,30 
2,24 
2.07 
1.68 
1.96 
1.73 
3,32 
3,44 
3.06 
2.25 
2.37 
2.19 
3.32 


4.28 

6.80 
3.45 
3,64 
4,33 
3,19 
4.27 


.{.17 

5.03 
3,72 
3,01 
6,07 
2,38 
5.17 
4.01 
1.30 
0.66 
0.39 

4..->0 

1.24 
3,98 
3.07 
5.34 
5,35 
4,39 
3,22 
3,08 
3,29 
2,47 
7.31 
12.21 
6.97 
7.50 
3.23 
2,90 
2.57 
2.82 
3.99 
5.02 
7.63 


.^>.22 

7.33 
3.98 
4,19 
5.84 
5.40 
4.57 


5,28 
4,06 
3,11 
7,45 
2,55 
6.07 
4.04 
1,64 
4,86 
0,72 

.i.46 

1.68 
4.25 
3.50 
5,44 
6,96 
4,99 
3,75 
3,38 
3,61 
2.73 
8.32 
17.33 
7.68 
8.47 
3.36 
3.31 
4,79 
3,19 
5,78 
8,67 
7.90 


Aces  of  Plastic 


M! 


'r\ A  rose  to  tlie  top 
(»f  llie  banking 
n  ou|) — one  of  (lie 
.s  os:  P  s  b  e  si-  J  J  eif  o  r  ni  i  ng 
indnslries  overall — 
(hanks  to  i(s  skill  w  ith 
pla.stic.  Credit  cards,  that 
is.  It  concentrates  on  the 
creine  de  la  crenie  of  the 
market:  affinity  groups 
united  l)\  a  common 
iiKerest  or  professioji. 
That  and  caref  ul  credit 
screening  keeps  delin- 
(piencies  low.  "We  are  on 
(he  old-lashioned  sifl(\ 
says  President  (diaries  \1. 
Caw  ley.  "We  still  liave 
j>eo|de  w  i(h  gjeen  eye- 
shades  making  the  credit 
decisions  om  ev  er\ 
individual. 


FOOTNOTES  TO  TABLES  APPEAR  ON  PAGE  119; 
ALPHABETICAL  INDEX  OF  COMPANIES 
BEGINS  ON  PAGE  152 
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i    IJ  1 

MARKET  VALUE 

SALES 

PROFITABILITY 

^  

> 

FEB  21 
1997 
$MIL, 

TOTAL 
RETURN 
(1  YEAR) 

TOTAL 
RETURN 
(3  YEARS) 

12 

MONTHS 
1996 
$MIL, 

CHANGE 
FROM 
1995 

% 

3  YEAR 
AVERAGE 

CHANGE 

12 

MONTHS 
1996 
SMIL 

CHANGE 
FROM 
1995 

% 

22 

130 

SUNTRUST  BANKS 

11684.9 

45,2 

149.8 

3994.3 

8 

10.2 

616.6 

9 

23 

146 

CORESTATES  FINANCIAL 

11766.2 

28,8 

127.1 

3405.1a 

-3 

22.5 

590.6a 

3 

24 

159 

WACHOVIA 

10240.3 

36,9 

117.5 

3713. 4y 

1 

12.8 

644.6 

7 

25 

170 

MELLON  BANK 

10549.1 

54.4 

154.2 

3250, Oy 

0 

1.5 

733.0 

6 

26 

178 

BANKERS  TRUST  NEW  YORK 

7379.5 

53.8 

36.8 

8072, Oy 

11 

11.4 

612.0 

185 

27 

180 

COMERICA 

6679.2 

61.7 

158.6 

2836,7  y 

_1 

12.9 

417.2 

1 

28 

225 

KEYCORP 

12262.0 

54.9 

1  HQ  Q 

OtD/b.U 

A 

-4 

O.U 

783.0 

-1 

4  Chemicals 

INDL  STKV  A\  1  KA(;i: 

i(»;{7J.(» 

11. « 

()6.4 

7-266.1 

:$ 

6.2 

605.5 

-1 

1 

58 

DUPONT 

60499.1 

41.3 

115.1 

43810.0Z 

4 

5.8 

3636,0 

10 

2 

72 

PRAXAIR 

7802.7 

36.0 

184.9 

4449.0 

41 

21.6 

282.0 

8 

3 

137 

AIR  PRODUCTS  &  CHEMICALS 

8957,0 

43.4 

61,6 

4181.9 

7 

7.9 

426.9 

15 

4 

154 

ROHM  &  HAAS 

5741,3 

29.3 

67,5 

3982.0 

3 

7.1 

363.0 

24 

5 

172 

UNION  CARBIDE 

5894,1 

6.0 

95,8 

6106.0 

4 

10.7 

593.0 

-36 

6 

211 

ENGELHARD 

3200,7 

4.6 

29.3 

3184.4y 

12 

14.5 

150,4 

9 

7 

217 

DOW  CHEMICAL 

19257.2 

7.0 

35.8 

20053.0y 

-1 

3.3 

1907,0 

1 

8 

227 

MORTON  INTERNATIONAL 

5709.8 

6.1 

21.2 

3742.8y 

7 

13.5 

334.2 

2 

9 

283 

B.F.GOODRICH 

2261,4 

16.4 

127,1 

2238,8 

9 

5.7 

106.2 

-4 

10 

317 

MONSANTO 

22124,3 

44.4 

161,6 

9262.0 

3 

5,7 

385.0 

-48 

11 

337 

NALCO  CHEMICAL 

2466,9 

18.9 

10,2 

1303.5 

7 

-2,9 

145.9 

8 

12 

339 

EASTMAN  CHEMICAL 

4312,1 

-15.7 

42,7 

4782.0 

-5 

7.9 

380.0 

-32 

13 

367 

HERCULES 

4798.4 

-20.1 

26,4 

2060.2 

-15 

-9.9 

324.9 

-2 

14 

377 

W.R. GRACE 

5037,0 

20.0 

92,4 

3454.  ly 

-3 

-6.1 

INIVI 

15 

396 

INTL.  FLAVORS  &  FRAGRANCES 

5097,8 

-6.1 

33,2 

1436.1 

0 

6.8 

189.9 

-24 

16 

434 

GREAT  LAKES  CHEMICAL 

2792.3 

-42.8 

-42.5 

OO 1  1  "7 

-fa 

O.U 

250.3 

-15 

5  Conglomerates 

iNDi  s  i  in  Avi:uA(;i; 

21  (»<).>.}{ 

"iO..") 

7i.:i 

128i;<.7 

10 

0.1 

•'04.2 

10 

1 

42 

GENERAL  ELECTRIC 

173080.0 

38.0 

110.8 

79178.9 

13 

10.6 

7280.0 

11 

2 

120 

ALLEGHENY  TELEDYNE 

4593.7 

89,7 

164.5 

3815.6 

-6 

19.8 

226.5 

-18 

3 

144 

ALLIEDSIGNAL 

20679.8 

37.8 

94.7 

13971.0 

-3 

6.3 

1020.0 

17 

4 

202 

IKON  OFFICE  SOLUTIONS 

5854.2 

19.3 

103,4 

4339.6 

31 

-16,9 

1^2.6 

39 

5 

226 

TEXTRON 

8292,9 

27.6 

78.3 

9274.0y 

10 

-0,7 

482.0 

16 

6 

274 

PALL 

2752,6 

-13,4 

47,0 

970.9 

8 

13.3 

136.5 

6 

7 

279 

HARCOURT GENERAL 

3360.4 

17,0 

35.9 

3360.2y 

9 

4.9 

188.9 

5 

8 

289 

ROCKWELL  INTERNATIONAL 

14606,0 

13,9 

65,7 

10596.0 

18 

-2.9 

582.0 

19 

9 

304 

WHITMAN 

2527,7 

7,2 

61,1 

3111.3 

6 

7.5 

139,4 

4 

10 

335 

ITT  INDUSTRIES 

3085,7 

0,0 

52,8 

8718.2 

-2 

-22.3 

222,6 

960 

11 

389 

TRW 

6556,2 

20.1 

54.3 

9857.1 

3 

7.2 

182,4 

-54 

12 

419 

TENNECO 

6680.8 

-11.4 

-12.4 

6572.0 

26 

-23.8 

218.0 

-16 

6  CoNsiMEK  Products 

INDlSnn  AM  HACi; 

1  7  NIKE 

2  25  COCA-COLA 


2056}{.5 

21194.8 
154315.6 


.•{4.<. 

<).{.5 

<)025.7 

6 

7.0 

760. 1 

14 

120.4 

493.0 

7801.9 

39 

27,3 

673,1 

38 

53.0 

204,1 

18546.0 

3 

10,1 

3492.0 

17 
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INVESTMENT  DATA 

NET 
1995 

RETURN  ON 

1 1»  VCO  1  LU 

CAPITAL 

RETURN  ON 
COMMON 
EQUITY 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
uiru/i  nw 
niun/  LUW 

$ 

P-E 
RATIO 

Ul  VIULNL' 

YIELD 

EARNINGS 
pro  Qwaor 

1996 

ESTIMATED 
EARNINGS 

pro  QUADt 
r tn  onnKt 

1997 

15.3 

9.6 

12.6 

53 

55/33 

19 

1.70 

2.76 

3.02 

16.4 

9.0 

14.6 

53 

55/36 

17 

3.53 

3.05 

4.28 

16.4 

6.5 

17.3 

63 

64/40 

16 

2.56 

3.81 

4.16 

21.3 

9.5 

18.4 

82 

85/51 

16 

2.93 

5.17 

5.79 

2.9 

3.2 

10.7 

93 

96/63 

14 

4.30 

6.78 

7.63 

14.4 

6.0 

15.6 

62 

63/37 

18 

2.76 

3.55 

1  ^  A 

o.  1 

1  R  Q 
LD.zJ 

DD 

OD/oO 

ID 

o.ub 

Q  ^  "7 

8.7 

13.8 

23.4 

55 

64/42 

16 

2.04 

3.33 

3.75 

7.8 

22.5 

36.3 

108 

114/73 

17 

2.12 

6.47 

7.18 

8.3 

6.7 

14.1 

50 

52/34 

28 

0.88 

1.77 

2.60 

9.5 

9.1 

16.6 

75 

77/52 

19 

1.47 

3.84 

3.78 

7.5 

15.3 

20.3 

90 

92/55 

16 

2.01 

5.45 

6.17 

15.7 

16.1 

27.5 

46 

50/36 

11 

1.62 

4.28 

4.82 

4.8 

12.5 

18.1 

22 

26/18 

21 

1.62 

1.05 

1.24 

9.4 

13.4 

24.1 

79 

93/70 

10 

3.79 

7.71 

7.75 

9.3 

16.6 

18.7 

40 

45/33 

18 

1.50 

2.28 

2.56 

5.4 

6.9 

10.3 

42 

46/33 

21 

2.61 

1.97 

2.46 

8.2 

6.7 

9.3 

38 

43/25 

59 

1.58 

0.64 

1.71 

11.2 

15.0 

20.9 

37 

39/29 

18 

2.73 

1.99 

2.29 

11.1 

12.4 

23.8 

56 

76/51 

12 

3.17 

4.80 

4.36 

13.7 

27.3 

35.9 

47 

66/42 

15 

2.15 

3.04 

3.26 

-5.1 

10.6 

16.8 

56 

83/46 

24 

0.89 

2.32 

3.45 

17.3 

17.1 

17.2 

46 

52/41 

27 

1  7 1 

9  ^  1 
.  o  1 

XC..O 

iO.O 

i  i 

1  /in 
1 .4U 

4.Uo 

7.1 

10.7 

20.5 

52 

59/40 

22 

1.99 

2.36 

3.09 

9.4 

8.9 

24.3 

105 

108/74 

24 

1.98 

4.40 

4.95 

6.8 

17.1 

25.8 

26 

27/13 

21 

2.43 

1.28 

1.70 

6.1 

19.1 

25.3 

73 

75/50 

20 

1.42 

3.61 

4.18 

3.8 

4.0 

6.8 

45 

66/38 

38 

1.26 

1.17 

1.53 

4.9 

3.5 

15.6 

100 

104/73 

18 

1.76 

5.60 

6.44 

14.3 

17.8 

18.9 

24 

29/20 

20 

2.35 

1.19 

1.32 

5.9 

8.7 

18.5 

47 

57/39 

18 

1.52 

2.60 

2.98 

5.5 

10.3 

10.6 

67 

71/48 

25 

1.73 

2.67 

3.57 

4.5 

8.0 

21.6 

24 

26/22 

19 

1.72 

1.31 

1.52 

0.2 

16.5 

30.9 

26 

29/22 

14 

2.30 

1.85 

2.15 

4.1 

6.6 

8.2 

Oil 

^AIA 1 

^7 
o  / 

i  .oO 

Q  QQ 
O.OO 

7  7 

CQ/QQ 

oy/oo 

Q  1 

ol 

o.U/ 

1  OO 

2.91 

7.9 

21.2 

26.5 

57 

61/38 

24 

1.96 

2.42 

2.99 

8.7 

23.1 

23.9 

74 

76/32 

32 

0.54 

2.28 

3.29 

16.6 

47.4 

56.0 

62 

63/37 

44 

0.81 

1.40 

1.65 

Swoosh! 


When  it  conies  tf) 
brand  })iiil(iing,  no- 
l)()(ly  does  il  Ijelter 
dian  Nike.  Its  nliiqiiitons 
swoosh  emblem  has  lie- 
come  one  of  the  best- 
known  coq^orate  symbols 
on  tlie  <2;lobe.  Bnt  Nike 
doesnt  tliink  of  itself  jnst 
as  a  niannfacltuer:  hence, 
the  iheme-park-Iike  Nike 
Town  stores,  the  team 
sponsorships  around  the 
world,  and  big  deals  widi 
the  likes  of  Michael  .lor- 
dan.  AH  that  fias  helped 
the  consinnei-goofis  in- 
dnstiy  star  pump  on  I 
sales  and  earnings  growdi 
averaging  close  to  -f()% 
for  three  years  straight. 
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ALPHABETICAL  INDEX  OF  COMPANIES 
BEGINS  ON  PAGE  152 
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12  CHANGE  3  YEAR                  12  CHANGE 

FEB,  21            TOTAL            TOTAL                 MONTHS          FROM  AVERAGE  MONTHS  FROM 

1997            RETURN          RETURN                  1996             1995  CHANGE                1996  1995 

$MIL  ll.YEAR)         I3YEARS)                 $  MIL               %               %  $MIL  % 


3 

28 

GILLETTE 

37685.6 

56.7 

180.2 

9697.7 

10 

23.7 

948.7 

-11 

4 

62 

PROCTERS.  GAMBLE 

84427.9 

51.3 

123.9 

35212.0 

1 

5.9 

3237.0 

14 

5 

74 

PHILIP  MORRIS 

105294.2 

38.0 

156.5 

54553.0 

3 

2.1 

6303.0 

15 

6 

87 

ALBERTO-CULVER 

1679.7 

66.3 

168.7 

1668.9 

20 

12.7 

76.5 

41 

7 

99 

CLOROX 

6263.5 

43.3 

141.1 

2353.5 

13 

10.6 

234.8 

12 

8 

100 

ANHEUSER-BUSCH 

21908.0 

33.9 

96.9 

10883.7 

5 

-3.1 

1156.1 

30 

9 

123 

AVON  PRODUCTS 

8037.0 

49.6 

136.0 

4814.2 

7 

7.5 

317.9 

11 

10 

139 

COLGATE-PALMOLIVE 

15166.3 

34.5 

71.5 

8749.0 

5 

7.3 

635.0 

269 

1 1 

184 

EC0LA6 

2487.8 

25.3 

85.0 

1490.0 

11 

10.6 

113.2 

14 

12 

231 

RUSSELL 

1443.8 

34.7 

54.5 

1244.2 

8 

9.6 

81.6 

51 

13 

250 

LIZ  CLAIBORNE 

2968.7 

29.7 

106.9 

2217.5 

7 

-0.2 

155.7 

23 

14 

261 

VF 

4424,5 

35.5 

53.8 

5137.2 

1 

5.5 

299.5 

90 

15 

266 

UST 

6027.7 

-2.1 

28.8 

1396.8X 

5 

8.0 

464.0 

8 

16 

271 

CIRCUIT  CITY  STORES 

3104.9 

7.2 

66.1 

7499.5 

12 

25.8 

150.2 

-17 

17 

310 

REEBOK  INTERNATIONAL 

2774.0 

84.3 

55.5 

3478.6 

0 

6.3 

139.0 

-16 

18 

311 

PEPSICO 

53820.0 

12.7 

83.3 

31645.0 

5 

8,0 

1149.0 

-28 

19 

314 

BROWN-FORMAN 

3027.2 

12.9 

65.3 

1580.7 

4 

4.3 

165.4 

5 

20 

322 

FRUIT  OF  THE  LOOM 

3132.8 

57.5 

48.2 

2447.4 

2 

8.6 

151.2 

NM 

21 

330 

ARMSTRONG  WORLD  INDUSTRIES 

2859.2 

18.3 

36.2 

2156.4 

-7 

-3.2 

164.8 

1112 

22 

355 

MAYTAG 

2125.2 

4.7 

37.6 

3001.7 

-1 

-0.9 

138.0 

NM 

ZO 

o  /  D 

AIYitKll/An  DnAriUo 

1  D.4 

7  9  1 
1  ^.l 

C77C  Q 

— z 

—  1  Z.4 

A  Q 

4yo.o 

— y 

24 

412 

TANDY 

2887.5 

16.7 

19.3 

6285. 5y 

8 

15.6 

-91.6 

NM 

25 

449 

WHIRLPOOL 

3726.5 

-6.1 

-20.5 

8696.0y 

4 

4.7 

156.0 

-25 

26 

457 

ADOLPH  COORS 

758.4 

7.3 

25,7 

1732.2 

3 

2.9 

43.4 

1 

27 

479 

STRIDE  RITE 

595.4 

48.8 

-17.6 

448.3 

-10 

-8.1 

2.5 

NM 

28 

INC 

SEAGRAM 

14952.9 

17.3 

47.0 

12207. Oy 

NA 

NA 

429.0 

NA 

7  Containers  &  Packaging 

INDl  S  I  KV  A\  1  H 

2974.2 

1 1 .2 

25.2 

4124.8 

r. 

8.7 

82.3 

-64 

1 

156 

CROWN  CORK  &  SEAL 

-70 OQ  A 
1  iiLOA 

OQ  "7 

<Li.  1 

DO.  / 

DD 

"7 

/c /y 

2 

181 

BEMIS 

2127.2 

26.8 

92.3 

1655.4 

9 

11.0 

101.1 

19 

3 

373 

TEMPLE-INLAND 

3068.8 

35.7 

16.8 

3422.3 

-1 

8.7 

132.8 

-53 

4 

425 

UNION  CAMP 

3325.3 

4.6 

9,2 

4013.2 

-5 

10.2 

85.3 

-81 

5 

487 

BALL 

772.9 

-12.8 

0,1 

2184.4 

7 

-5.5 

13.1 

-75 

6 

490 

STONE  CONTAINER 

1227.6 

-11.1 

-20.6 

5141.8 

-30 

3.0 

-122.5 

NM 

8  Discount  &  Fashion  Retailing 

INDl  f 

s  I  KY  \\  i:ka(;k 

<>;no.<) 

2.}.4 

17.6 

!6<)2«>.6 

10 

«>.8 

472.'> 

8 

1 

55 

TJX 

3206.2 

105.5 

61.7 

6689.4 

68 

21,7 

213.8 

314 

2 

61 

GAP 

8989.5 

34.3 

50,9 

5284.4 

20 

17.1 

452.9 

28 

3 

98 

HOME  DEPOT 

24490.5 

10.5 

28,7 

19535.5 

26 

27.9 

937.7 

28 

4 

149 

DAYTON  HUDSON 

8567.6 

62.6 

86,5 

25371.0 

8 

9.7 

474.0 

52 

5 

194 

SEARS,  ROEBUCK 

21282.4 

28.2 

143.3 

38236.0 

9 

-7.7 

1271.0 

24 

6 

196 

LOWE'S 

5731.6 

2.5 

10.0 

8600.2 

22 

22.9 

292.2 

29 

7 

220 

AUTOZONE 

3665.6 

-8,9 

-12.8 

2348.7 

25 

21.9 

170.3 

17 

500 
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RETURN  ON 
INVESTED 
CAPITAL 


RETURN  ON 
COMMON 

EQUITY 


INVESTMENT  DATA 


RECENT 

SHARE  12-MONTH 


21.5 
18.9 
24.2 
12.4 
17.6 
15.8 
128.1 
12.7 
16.4 
8.9 
15.1 
11.7 
111.0 
9.6 
11.1 
7.1 
17.4 
7.8 
12.7 
12.2 
9.4 
8.2 
4.9 
4.9 
1.0 
3.1 


26.5 
25.5 
44.3 
16.8 
24.1 
28.5 
222.0 
32.1 
21.8 
12.3 
15.1 
14.8 
145.9 
13.3 
39.5 
15.9 
23.4 
14.2 
20.1 
24.0 
13.5 
8.8 
8.2 
6.1 
1.0 
4.6 


7.2 

14.6 
26.7 
13.0 
5.3 
7.7 
9.4 
16.4 


12.6 

17.8 
26.7 
15.7 
12.8 
25.9 
12.7 
18.8 


PRICE 
$ 

HIGH/LOW 
$ 

P-E 
RATIO 

DIVIDEND 
YIELD 

85 

86/48 

49 

0.85 

124 

130/79 

27 

1.45 

129 

136/86 

17 

3.72 

60 

62/35 

22 

0.66 

121 

127/78 

27 

1.92 

44 

46/32 

19 

2.19 

61 

64/39 

25 

2.08 

103 

109/71 

25 

1.82 

39 

40/30 

22 

1.66 

38 

39/23 

18 

1.38 

42 

46/27 

19 

1.08 

70 

71/49 

15 

2.18 

32 

36/28 

13 

5.00 

31 

39/26 

21 

0.45 

50 

53/26 

25 

NA 

35 

36/28 

48 

1.33 

44 

48/35 

18 

2.46 

41 

43/23 

21 

NA 

69 

75/52 

17 

2.31 

21 

23/18 

16 

3.03 

52 

54/40 

18 

3.86 

49 

59/37 

-30 

1.63 

50 

61/44 

24 

2.71 

20 

24/17 

18 

2.50 

12 

13/7 

240 

1.67 

40 

43/31 

35 

1.64 

EARNINGS 
PER  SHARE 
1996 


32 

41 
32 
51 
40 
54 
33 
24 


40/2h 

48/19 
37/23 
60/43 
42/24 
55/40 
44/29 
38/20 


2(» 

17 
20 
26 
19 
17 
19 
22 


!..■>() 

0.68 
0.93 
0.47 
1.62 
1.69 
0.66 
NA 


1.71 
4.58 
7.68 
2.70 
4.55 
2.28 
2.38 
4.19 
1.75 
2.11 
2.15 
4.64 
2.42 
1.52 
2.00 
0.72 
2.39 
1.98 
3.97 
1.36 
2.86 
-1.64 
2.08 
1.14 
0.05 
1.14 


1.61 

2.36 
1.60 
1.94 
2.07 
3.12 
1.74 
1.12 


ESTIMATED 
EARNINGS 
PER  SHARE 
1997 


2.61 
4.86 
8.96 
2.47 
4.75 
2.44 
2.72 
4.82 
2.00 
2.35 
2.42 
4.96 
2.67 
1.71 
2.57 
1.46 
2.69 
2.48 
5.66 
1.80 
3.55 
3.10 
3.25 
1.19 
0.25 
1.06 


3.2 

4.7 

40 

44/31 

36 

2.44 

1.12 

1.68 

1.5 

3.3 

7.2 

57 

60/41 

26 

1.75 

2.16 

3.18 

5.6 

12.0 

17.8 

41 

42/28 

21 

1.97 

1.90 

2.12 

8.1 

3.6 

6.6 

55 

57/40 

23 

2.31 

2.39 

2.37 

10.7 

2.5 

4.0 

48 

55/45 

39 

3.77 

1.23 

1.76 

2.5 

0.8 

1.3 

25 

32/23 

74 

2.38 

0.34 

1.87 

6.0 

-2.7 

-14.6 

12 

17/12 

-9 

4.85 

-1.32 

-1.25 

2.18 

2.70 
1.86 
2.36 
2.86 
3.62 
2.06 
1.28 


Clothes  Horses 


Rcliiilcrs  lia\('  l>cen 
im(l(M|K"i"l()rineis  loi- 
\rars.   I  lial  iiiak('s 
staiuloiil  i('>iills  fioiii 
and  r.l\.  wliicli  runs  the 
T.j.  Maw  (liscoiiiil  clolli- 
ing  cliaiii.  all  (he  more 
inipivh.six e.  A  liiniaroiiiKl 
at        liXiNC  sharelioldcis  a 
105.5%  return  last  y(>ar. 
Thr  tuucli-lai'^rr  ijn\)  saw 
sliareliolder  return^  jiim|) 
'o-i%.  How?  limo\ati(>ii 
and  attention  to  detail.  .\ 
lew  veajs  a^o.  went 
alter  eiist<»mers  lell  (Mit  ol 
its  niid{)riee  eliaiii.   1  hat 
led  t(»  low-end  Old  \a\\ 
stoics  and  a  rel)orn  liii^li- 
erjd  Hanatia  l\ej)nl>lic. 
Both  are  liooniini!,. 


FOOTNOTES  TO  TABLES  APPEAR  ON  PAGE  119; 
ALPHABETICAL  INDEX  OF  COMPANIES 
BEGINS  ON  PAGE  152 
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JUST  A  REMINDER, 
BLUE  ISN'T  THE  ONLY 
COLOR  THAT'S  BIG 
IN  THE  COMPUTER 
BUSINESS. 


LifeBook  and  Dymi  \10  are  irademarks  of  Fujitsu  Ltd  TeamWARE  is  a  n-gistcred  tTademark  of  ICL  in  (he  UK  <.ind  other  counmes.  0/996  Fu/irjw,  All  nghts  men'cd 


The 

world's  largest  computer 
maker  is  you-know-who.  And 
now  you  know  who  number  two  is,  too. 
That's  right,  Fujitsu. cO We're  a  global  maker 
of  everything  from  tablet,  notebook  and  desktop 
PCs  to  workstations,  servers,  supercomputers  and 
software.  cP  We  also  make  a  full  line  of  computer 
peripherals  including  high  capacity  disk  drives, 
nagneto-optical  removable  storage,  tape  cartridge 
)ack-up  systems,  high  volume  document  scanners 
and  workhorse  printers. cO Why  are  we  telling  you  this? 
Because  we  fully  expect  you'll  be  seeing  more 
and  more  of  our  products  in  your  business. 
And  when  you  do,  we  don't  want  you  to 
wonder,  "Fujitsu  who?"  To  learn  more 
about  Fujitsu  computer  products, 
^     please  see  us  on  the  Web  at 
www.fujitsu.com. 


Fujfrsu 

COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


THE  S&P     Business  Week  s  Industry  Rankij 


MARKET  VALUE 


SALES 


FEB, 21 
1997 
SMIL 

TOTAL 
RETURN 
a  YEAR) 

TOTAL 
RETURN 
(3  YEARS) 

8 

223 

WAL-MART  STORES 

55052.5 

10.7 

-13.0 

9 

228 

COSTCO 

5014.8 

42.7 

35.1 

10 

252 

FEDERATED  DEPARTMENT  STORES 

7096.3 

20.8 

46.8 

11 

278 

PEP  BOYS-MANNY,  MOE  &  JACK 

2005.9 

10.7 

21,7 

12 

285 

MAY  DEPARTMENT  STORES 

11265.6 

14.0 

28.3 

13 

324 

LIMITED 

4879.1 

6.5 

4,8 

14 

399 

J.C.  PENNEY 

10847.0 

5.9 

0.5 

15 

402 

DILLARD  DEPARTMENT  STORES 

3222.7 

-8.1 

-18,0 

16 

420 

MERCANTILE  STORES 

1768.5 

-0.8 

33.8 

17 

421 

NORDSTROM 

2942.9 

-10.0 

1.5 

18 

428 

KMART 

5449.1 

60.7 

-33.8 

19 

435 

TOYS 'R' US 

CQ70  n 

—J  1 

20 

454 

WOOLWORTH 

2730.0 

69.8 

-10,6 

21 

491 

CHARMING SHOPPES 

474.3 

28.6 

-64,0 

9  Electrical  &  Electronics 

S  1  KV  AV  I  I{A(;F, 

1  l<>8l.-2 

26.1 

»»2.4 

1 

1 

INTEL 

120115.3 

147.5 

329.3 

2 

18 

ANDREW 

3340.9 

65.0 

272.1 

3 

70 

RAYCHEM 

3808.4 

30.0 

134.5 

4 

115 

EMERSON  ELECTRIC 

22707.6 

28.7 

68.3 

5 

133 

HONEYWELL 

9281.9 

41.0 

142.8 

6 

136 

THERMO  ELECTRON 

5459.2 

-0.1 

99.8 

7 

177 

GENERAL  SIGNAL 

2278.4 

30.2 

40.3 

8 

241 

EATON 

5580.1 

32.4 

34.6 

9 

248 

TEKTRONIX 

1633.7 

12.2 

103.0 

10 

282 

THOMAS  &BETTS 

1860.4 

23.7 

53.9 

11 

287 

LSI  LOGIC 

4042.1 

-12.2 

233.8 

12 

292 

RAYTHEON 

12395.6 

-6.8 

61.2 

13 

298 

MICRON  TECHNOLOGY 

7194.7 

-7.3 

152.3 

14 

302 

COOPER  INDUSTRIES 

4820.4 

19.3 

26.2 

15 

303 

HARRIS 

2900.9 

16.3 

57.6 

16 

306 

PERKIN-ELMER 

3184.5 

54.5 

107.2 

17 

347 

MOTOROLA 

35055.0 

4.1 

12.8 

18 

349 

MILLIPORE 

1911.6 

-1.8 

96.2 

19 

359 

NATIONAL  SERVICE  INDUSTRIES 

1730.0 

12.9 

55.3 

20 

379 

AMP 

8618.3 

-5.8 

34.7 

21 

405 

TEXAS  INSTRUMENTS 

15078.2 

57.2 

101.4 

22 

446 

GENERAL  INSTRUMENT 

3303.0 

-9.8 

-9.4 

23 

448 

ADVANCFD  MICRO  DEVICES 

4910.2 

74.8 

59.8 

24 

452 

WESTINGHOUSE  ELECTRIC 

7219.9 

-10.0 

20.3 

25 

468 

NATIONAL  SEIIICONDUCTOR 

3600.8 

55.2 

22.4 

12  CHANGE  3  YEAR 

MONTHS  FROM  AVERAGE 

1996  1995  CHANGE 

$MIL  %  % 


PROFITABILITY 

12  CHAN, 

MONTHS  FRO" 

1996  199: 
SMIL, 


104859.0 
20066.3  y 
15229.0 
1794.6 
11650.0y 
8644.8  y 
22653. Oy 
6412. ly 
3030.8y 
4579. 4y 
31437. Oy 
9870.1  b 
8161.0b 
1068.3  b 


.18)1 

20847 
847 
1721 

11414 
7311 
2785 
2065 
6961 
1841 
1985 
1238 

12260 
3196 
5315 
3717 
1211 

27973 
618 
2032 
5467 
9940 
2689 
1953 
8449 
2440 


.:i 

.0 

.3 

.4 

.7 

.6 

.la 

.0 

.0 

,5 

.1 

.7 

.9 

.1 

.6 

.2 

.0 

,0 

,7 

.9 

.7 

.0 

.7 

.0 

.0 

.3 


12 
8 
1 

18 
11 
10 
10 
5 
3 
8 
-1 
9 
-2 
-5 

8 

29 
23 
7 
11 
9 
33 
11 
2 
11 
15 
-2 
5 
-11 
10 
6 
9 
3 
4 
3 
5 

-13 
11 

-21 
51 


15.7 
8.8 
32.7 
13.6 
-1.2 
6.2 
3,1 
6.5 
3.6 
7.4 
-3.1 
9.5 
-6.0 
-5.5 


I. 5.(» 

34.1 
22.7 

7.2 
12.1 

7.4 
32.2 

II.  6 
16.1 
13.7 
26,0 
21,8 
10,7 
50,7 

3,9 

5.0 

8.3  f 
18.5 
12.4 

3,6 
16,9 

5,8 
24.0 

6.8 
-2.0 

4.8 


3056.0 

12 

231.1 

6 

265.9 

257 

96.7 

19 

749.0 

7 

434.2 

-55 

565,0 

-33 

238.6 

43 

121.5 

-1 

147.5 

-11 

231.0 

NM 

137.5b 

-70 

-38.0  b 

NM 

-116.5b 

NM 

;5<>t».(>  -I't 

5157.0 

45 

97.8 

31 

215.5 

235 

1042.9 

12 

402.7 

21 

175.5a 

34 

133.4 

33 

349.0 

-13 

99.8 

5 

59.9 

-32 

147.2 

-38 

761.2 

-4 

285.6 

-72 

315.4 

12 

188,1 

14 

56.9 

-24 

1154.0 

-35 

43.6 

-49 

102.7 

7 

286.9 

-33 

-46.0 

NM 

-1.9 

NM 

-69.0 

NM 

-838.0 

NM 

-146.0 

NM 
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INVESTMENT  DATA 


NET 
MARGIN 
1995 

RETURN  ON 
INVESTED 
CAPITAL 

RETURNON 
COMMON 

EQUITY 

RECENT 
SHARE 
PRICE 

$ 

12-MONTH 
HIGH/LOW 

i 

P^E 
RATIO 

DIVIDEND 
YIELD 

EARNINGS 
PER  SHARE 
1996 

ESTIMATED 
EARNINGS 
PER  SHARE 
1997 

2.9 

11.0 

17.7 

24 

28/20 

18 

0.88 

1.33 

1.53 

1.2 

7.3 

12.6 

26 

28/16 

22 

NA 

1.15 

1.48 

0.5 

2.2 

5.1 

34 

37/26 

27 

NA 

1.28 

2.55 

5.3 

7.4 

12.9 

33 

38/28 

21 

0.63 

1.57 

1.95 

6.7 

9.7 

19.9 

46 

52/41 

16 

2.61 

2.82 

3.26 

12.2 

15.7 

20.9 

18 

23/16 

12 

2.22 

1.54 

1.28 

4.1 

6.9 

12.0 

48 

57/46 

21 

4.33 

2.29 

3.74 

2.7 

4.1 

6.0 

28 

42/28 

14 

0.56 

2.09 

2.47 

4.2 

7.9 

9.1 

48 

67/46 

15 

2.38 

3.30 

3.86 

3.9 

8.6 

10.9 

36 

54/34 

20 

1.38 

1.82 

2.38 

-0.7 

-3.2 

-5.8 

11 

14/6 

23 

NA 

0.48 

0.68 

5.1 

3.0 

3.9 

25 

38/22 

51 

NA 

0.50 

1.97 

0.4 

-2.0 

-3.0 

20 

25/11 

-73 

NA 

-0.28 

1.59 

-2.4 

-20.9 

-27.8 

5 

8/3 

-4 

NA 

-1.13 

0.22 

31.8 
18.3 
20.4 
16.6 
14.6 
4.6 
14.1 
10.7 
11.5 
3.1 
9.2 
12.8 
9.9 
8.5 
8.7 
16.1 
8.4 
9.9 
14.2 
9.3 
-0.8 
-0.1 
-2.8 
-13.6 
-8.5 


14.5 

33.2 
20.2 
23.9 
19.0 
19.3 
10.3 
17.9 
16.4 
13.9 

5.9 
11.2 
17.1 
11.3 
17.1 
12.7 
16.1 

9.8 
20.0 
14.8 

9.9 
-1.1 
-0.2 
-3.4 
-51.5 
-10.6 


55 

146 
55 
86 

102 
73 
37 
46 
72 
50 
46 
32 
47 
34 
45 
74 
73 
59 
44 
38 
39 
79 
24 
35 
17 
26 


b  1  /35 

165/52 
64/29 
89/59 

105/78 
77/48 
44/30 
47/34 
75/53 
52/30 
48/33 
40/17 
56/43 
44/17 
45/36 
80/50 
77/44 
70/44 
47/34 
40/33 
46/33 
85/41 
34/18 
37/10 
21/15 
28/13 


2« 

25 
34 
18 
22 
23 
29 
17 
16 
16 
41 
28 
15 
26 
15 
15 
58 
31 
44 
17 
30 
--33 1 
-2413 

-68 
-9 

-25 


1.58 

0.14 
NA 
0.66 
2.13 
1.47 
NA 
2.23 
2.21 
1.21 
2.44 
NA 
1.70 
0.58 
2.96 
2.04 
0.93 
0.81 
0.82 
3.16 
2.55 
0.86 
NA 
NA 
1.17 
NA 


2.()(» 

5.81 
1.60 
4.65 
4.66 
3.18 
1.28 
2.68 
4.50 
3.03 
1.13 
1.12 
3.21 
1.33 
2.93 
4.84 
1.26 
1.90 
1.00 
2.18 
1.31 
-0.24 
-0.01 
-0.51 
-1.89 
-1.05 


2.98 

8.72 
1.88 
5.08 
5.05 
3.67 
1.58 
2.98 
5.22 
3.97 
2.76 
1.47 
3.52 
0.84 
3.03 
5.16 
2.80 
2.53 
2.35 
2.27 
2.15 
3.30 
1.32 
1.00 
0.30 
1.64 


Chip  Champ 

Wliat's  better  than 
dominating  a  mar- 
ket?' Dominating  a 
market  tliats  fast-giowing 
and  high-margin.  That  s 
the  formida  l)eliind  No.  1 
ijitek  who.se  mieroproces- 
,sors  reside  irrside  PCs 
e\ej\ where.  Despite  its 
near-monopolv  j)ositi()n. 
Intel  leaves  nothing  to 
elianee.  Its  \  igilant  in 
guaiding  agaiirst  incur- 
sions hy  rivals,  and  its 
marketing  |)ro\vess  is  leg- 
end. Witness  the  lnt(d  In- 
side campaign,  which  cre- 
ated a  hrand  idcntitv  lor 
a  j^roduct  that  consumers 
never  see  and  only  vague- 
Iv  miderstajid. 


FOOTNOTES  TO  TABLES  APPEAR  ON  PAGE  119; 
ALPHABETICAL  INDEX  OF  COMPANIES 
BEGINS  ON  PAGE  152 
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12            CHANGE  3  YEAR  12  CHANGE 

FEB,  21            TOTAL            TOTAL                 MONTHS          FROM  AVERAGE  MONTHS  FROM 

1997            RETURN          RETURN                  1996             1995  CHANGE  1996  1995 

$MIL  HYEAR)         13YEARS)  $MIL  %               %  SMIL,  % 


10  Food 


INDISI  KV  AVFRACi: 

<>r)()2.4 

17.1 

<i2.<> 

11264.1 

:i 

4.8 

:{66.8 

-6 

1 

107 

CPC  INTERNATIONAL 

11645.1 

17.8 

76.0 

9844.3 

17 

13.5 

580.0 

13 

2 

128 

PIONEER  HI-BRED  INTERNATIONAL 

5776.6 

26.9 

88.3 

1719.0 

11 

8.2 

227.0 

25 

3 

152 

SARA  LEE 

19050.9 

21.6 

93.1 

19225.0 

5 

8.8 

970.0 

13 

4 

160 

H.J.  HEINZ 

15281.7 

21.3 

108.3 

9332.5  b 

7 

10.0 

683.7  b 

9 

5 

183 

CAMPBELL  SOUP 

20805.2 

37.5 

132.7 

7840.0 

4 

5.5 

690.0 

-8 

6 

209 

GENERAL  MILLS 

10562.2 

19.6 

59.9 

5567.0 

8 

-5.9 

448.2 

55 

7 

224 

RALSTON  PURINA 

8593.7 

32.0 

131.3 

6235.3 

-9 

-0.1 

370.6 

13 

8 

240 

AMERICAN  STORES 

6542.0 

56.7 

105.2 

18859.0 

6 

-0.2 

344.7 

6 

9 

242 

SYSCO 

6112.7 

7.6 

28.0 

14091.2 

11 

10.0 

289.9 

9 

10 

244 

KROGER 

6664.2 

42.9 

115.8 

25170.9 

5 

4.0 

352.7 

11 

11 

249 

ALBERTSON'S 

8834.8 

-0.9 

30.4 

13479.7 

9 

7.0 

493.6 

8 

12 

267 

HERSHEY FOODS 

6968.8 

18.1 

81.8 

3989.3 

8 

4.4 

273.2 

-3 

13 

284 

WM.  WRIGLEY  JR. 

7132.2 

3.1 

44.9 

1850.6 

5 

9.2 

230.3 

3 

14 

336 

KELLOGG 

15180.0 

-5.3 

49.9 

6676.6 

-5 

2.4 

531.0 

8 

15 

360 

CONAGRA 

13032.5 

30.5 

110.6 

24924.3 

1 

3.4 

218.1 

-58 

16 

365 

WINN-DIXIE  STORES 

4748.0 

-12.1 

37.1 

13090.8 

4 

6.3 

232.0 

-5 

17 

370 

GREAT  ATLANTIC  &  PACIFIC  TEA 

1161.0 

35.9 

20.8 

10072.4 

-1 

-1.1 

75.5 

102 

18 

372 

ARCHER  DANIELS  MIDLAND 

10322.3 

5.8 

27.0 

13715.7 

6 

9.6 

500.3 

-38 

19 

380 

GIANT  FOOD 

1945.7 

0.3 

39.2 

3931.2 

3 

3.8 

112.7 

15 

20 

406 

SUPERVALU 

2107.9 

3.3 

-8.1 

16509.6 

0 

0.9 

170.8 

6 

21 

436 

QUAKER  OATS 

4732.6 

1.4 

19.4 

5199.0 

-13 

-2.9 

247.9 

-66 

22 

461 

FLEMING 

647.1 

-11.1 

-26.1 

16486.7 

-6 

8.3 

26.7 

-36 

23 

INC 

UNILEVER  NV 

30707.9 

41.3 

81.1 

NA 

NA 

NA 

NA 

NA 

11  Fuel 

INDUJ 

STKY  aveka(;e 

ia<»;^7.7 

27.8 

6:5.0 

10181.4 

14 

7.1 

ll.'>1.2 

1 

23 

PHILLIPS  PETROLEUM 

11484.9 

29.4 

62.7 

15731.0 

18 

8.6 

1303.0 

178 

2 

57 

ROYAL  DUTCH  PETROLEUM 

95220.1 

32.4 

87.3 

76988.0 

17 

11.0 

5667.0 

29 

3 

60 

AMOCO 

43325.1 

27.7 

85.5 

32150.0 

19 

7.8 

2834.0 

52 

4 

65 

TEXACO 

27041.0 

30.3 

75.3 

45500. Oy 

24 

11.2 

2018.0 

177 

5 

75 

SCHLUMBERGER 

25521.6 

40.4 

91.7 

8956.1 

18 

10.5 

851.5 

31 

6 

84 

CHEVRON 

43630.7 

22.8 

69.1 

37580.0 

20 

5.2 

2607.0 

180 

7 

91 

ATLANTIC  RICHFIELD 

20645.1 

18.1 

46.2 

18592.0 

18 

2.9 

1663.0 

21 

8 

104 

COASTAL 

5109.1 

27.3 

63.1 

11894.6 

14 

5.2 

500.2 

85 

9 

119 

HALLIBURTON 

7683.9 

22.7 

135.1 

7385.1  y 

26 

5.7 

300.4 

21 

10 

124 

EXXON 

128826.4 

31.4 

76.7 

119660.0y 

9 

7.3 

7510.0 

16 

11 

142 

HELMERICH  &  PAYNE 

1093.3 

29.3 

66.1 

423.1 

32 

10.2 

56.1 

348 

12 

147 

UNOCAL 

10079.2 

32.8 

49.0 

5328.0  y 

21 

-12.9 

456.0 

83 

13 

153 

BAKER  HUGHES 

5208.2 

37.8 

93.8 

3141.7 

15 

6.3 

194.3 

52 

14 

157 

MOBIL 

51018.3 

17.7 

80.7 

80781. 9y 

7 

14.0 

2964.0 

25 

15 

163 

USX-MARATHON  GROUP 

7690.5 

46.5 

73.6 

16332.0X 

18 

13.2 

671.0 

NM 

16 

168 

SANTA  FE  ENERGY  RESOURCES 

1247.1 

48.6 

52.8 

583.3 

32 

10.4 

41.9 

58 

500 
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RETURN  ON 
INVESTED 
CAPITAL 


RETURN  ON 
COMMON 
EQUITY 


INVESTMENT  DATA 

RECENT 

SHARE  12-MONTH 
PRICE  HIGH/LOW 


P-E 
RATIO 


DIVIDEND 
YIELD 


ESTIMATED 
EARNINGS  EARNINGS 
PER  SHARE      PER  SHARE 
1996  1997 


3.6 

14.7 

!').() 

.'■>.'■> 

.*>8/4 1 

26 

1.92 

2.13 

2.H7 

6.1 

15.8 

28.3 

81 

84/65 

21 

2.03 

3.93 

4.32 

11.7 

23.1 

23.8 

70 

74/50 

26 

1.31 

2.72 

3.03 

4.7 

13.1 

19.7 

39 

41/30 

20 

2.13 

1.94 

2.03 

7.2 

11.7 

24.0 

42 

42/30 

23 

2.80 

1.82 

2.13 

9.9 

25.7 

41.9 

89 

91/56 

32 

1.73 

2.82 

3.64 

5.6 

34.0 

186.3 

68 

69/52 

24 

2.95 

2.84 

3.41 

4.8 

14.5 

34.1 

84 

85/56 

24 

1.42 

3.51 

4.08 

1.8 

6.9 

13.8 

45 

46/25 

19 

1.43 

2.36 

2.73 

2.1 

13.5 

19.7 

35 

36/28 

21 

1.74 

1.61 

1.73 

1.3 

14.7 

NM 

53 

54/35 

20 

NA 

2.68 

3.26 

3.7 

15.6 

22.8 

35 

44/34 

18 

1.71 

1.96 

2.15 

7.6 

15.0 

23.5 

45 

52/35 

26 

1.76 

1.77 

2.24 

12.6 

25.7 

25.7 

62 

63/48 

31 

1.11 

1.99 

2.34 

7.0 

33.5 

39.1 

72 

81/62 

29 

2.34 

2.50 

3.36 

2.1 

4.2 

9.2 

54 

55/38 

57 

2.01 

0.95 

3.01 

1.9 

16.8 

17.6 

32 

38/30 

21 

3.04 

1.54 

1.56 

0.4 

4.4 

8.7 

30 

37/22 

15 

0.66 

1.98 

2.42 

6.2 

6.1 

8.0 

19 

23/16 

21 

1.05 

0.92 

1.38 

2.6 

10.8 

13.0 

33 

36/31 

17 

2.34 

1.89 

2.04 

1.0 

6.3 

13.4 

32 

33/27 

12 

3.18 

2.53 

2.82 

12.2 

10.8 

19.4 

35 

40/30 

19 

3.27 

1.80 

1.54 

0.2 

0.8 

1.9 

17 

21/12 

24 

0.47 

0.71 

1.10 

NA 

NA 

NA 

192 

198/130 

21 

1.72 

NA 

9.58 

4.3 

9.6 

16.6 

62 

69/47 

17 

2.27 

3..)2 

3..)1 

3.5 

18.3 

30.7 

44 

47/32 

9 

2.93 

4.96 

3.35 

6.7 

13.0 

15.0 

178 

185/135 

17 

3.26 

10.62 

9.88 

6.9 

14.1 

17.9 

87 

90/65 

15 

3.21 

5.69 

5.20 

2.0 

12.3 

18.9 

102 

110/78 

14 

3.33 

7.52 

6.26 

8.5 

13.6 

15.1 

104 

116/69 

30 

1.45 

3.47 

4,31 

3.0 

13.4 

16.8 

67 

70/52 

17 

3.23 

3.99 

4.00 

8.7 

12.1 

22.3 

128 

143/108 

13 

4.28 

10.18 

9.62 

2.6 

7.3 

17.0 

48 

52/36 

11 

0.83 

4.54 

3.41 

4.2 

14.8 

16.3 

67 

74/50 

28 

1.50 

2.38 

3.06 

5.9 

15.2 

17.4 

104 

107/78 

17 

3.05 

6.02 

5.63 

3.9 

8.3 

8.3 

44 

56/32 

19 

1.19 

2.27 

2.41 

5.7 

9.0 

18.5 

40 

46/29 

23 

1.99 

1.76 

2.38 

4.7 

7.9 

11.3 

36 

41/24 

27 

1.28 

1.35 

1.61 

3.2 

12.2 

15.5 

130 

133/108 

18 

3.27 

7.38 

7.94 

-0.6 

10.7 

20.8 

27 

29/18 

11 

2.84 

2.33 

1.78 

6.0 

-0.6 

-1.0 

14 

16/9 

-229 

NA 

-0.06 

0.68 

The  Crude  Edge 


Pcrroiiiiaiice  in  the 
fuel  iiidustiy  ranges 
innu  Phillips  Petio- 
leiiiii.  at  No.  23,  to  Siui, 
at  No.-^23.  Whats  the 
( lilTerence?  I^hillips, 
which  drills,  refines,  and 
then  sells  the  linislied 
}>r(jdnets,  got  a  boost 
from  a  25%  jump  in 
crude  priec^s  last  year. 
Meanwhile,  Sun,  which 
owns  the  Simoco  brand, 
is  largely  a  reiinei; 
where  margins  are  thin. 
Scattei'ed  op(Mations 
make  it  tough  to  lexer- 
age  its  size  or  achieye 
market  share.  To  suc- 
ceed in  this  business  re- 
(juircs  control,  focus, 
and  enough  diversity  to 
withstand  bad  times. 


FOOTNOTES  TO  TABLES  APPEAR  ON  PAGE  119; 
ALPHABETICAL  INDEX  OF  COMPANIES 
BEGINS  ON  PAGE  152 
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FEB.  21  TOTAL 
1997  RETURN 
$M1L  (J  YEAR) 


12  CHANGE        3  YEAR 

TOTAL                 MONTHS  FROM  AVERAGE 

RETURN                  1996  1995  CHANGE 

(3  YEARS)                 $MIL,  %  % 


17 

185 

OCCIDENTAL  PETROLEUM 

18 

188 

ROWAN 

19 

230 

LOUISIANA  LAND  &  EXPLORATION 

20 

236 

AMERADA  HESS 

21 

293 

KERR-McGEE 

22 

297 

UNION  PACIFIC  RESOURCES  GROUP 

23 

313 

ASHLAND 

24 

329 

WESTERN  ATLAS 

25 

332 

BURLINGTON  RESOURCES 

26 

395 

PENNZOIL 

27 

401 

ORYX  ENERGY 

28 

423 

SUN 

12 

MONTHS 
1996 
$MIL 

CHANGE 
FROM 
1995 
% 

698.0 

37 

61.3 

NM 

80.2 

327 

660.1 

NM 

220.1 

NM 

320.8 

-9 

160.0 

111 

125.7 

26 

255.0 

NM 

1  Q 

IN  IVI 

1  fi^  n 

-L  DO  ,\J 

■3 
O 

MM 

IN  IVI 

7:i8.4 

21 

3881.3 

16 

1929.0 

24 

2850.0 

57 

2887.0 

20 

1523.5 

17 

509.9 

29 

220.8 

139 

1212.8 

15 

167.1 

2495 

1883.4 

12 

1882.0 

11 

679.8 

26 

1505.0 

41 

786.5 

6 

383.1 

16 

109.1 

38 

92.4 

28 

575.0 

55 

162.3 

5 

297.0 

13 

246.1 

-36 

355.6 

24 

100.9 

17 

198.2 

21 

562.0 

-24 

92.2 

-34 

239.6 

NM 

58.6 

27 

65.8 

-35 

12  Health  Care 

AVi.i{A(;i: 

MERCK 
PFIZER 

BRISTOL-MYERS  SQUIBB 
JOHNSON  &  JOHNSON 
ELI  LILLY 
MEDTRONIC 
HEALTHSOUTH 
SCHERING-PLOUGH 
BOSTON  SCIENTIFIC 
AMERICAN  HOME  PRODUCTS 
ABBOTT  LABORATORIES 
AMGEN 

COLUMBIA/HCA  HEALTHCARE 
WARNER-LAMBERT 
WALGREEN 
U.S.  SURGICAL 
ALZA 

BAXTER  INTERNATIONAL 
RITE  AID 

BECTON,  DICKINSON 
TENET  HEALTHCARE 
UNITED  HEALTHCARE 
BIOMET 

MALLINCKRODT 
PHARMACIA  &  UPJOHN 
ST.  JUDE  MEDICAL 
CVS 

LONGS  DRUG  STORES 
GUIDANT 


INDLi 

SIKY 

1 

6 

2 

10 

3 

14 

4 

15 

5 

27 

6 

31 

7 

33 

8 

37 

9 

39 

10 

45 

11 

48 

12 

49 

13 

50 

14 

56 

15 

117 

16 

158 

17 

165 

18 

176 

19 

193 

20 

210 

21 

215 

22 

216 

23 

239 

24 

255 

25 

300 

26 

312 

27 

318 

28 

342 

29 

344 

8469.4 
1902.7 
1636.1 
5204.1 
3102.9 
6230.9 
2803.1 
3308.9 
5668.2 
2813.4 
2266.1 
2025.5 


i<)»2a.i 

114564.9 
61078.5 
65103.2 
80292.9 
51179.9 
15835.4 
6555.7 
28455.5 
11875.8 
41727.0 
44718.1 
16609.9 
29128.4 
22884.4 
10399.5 
2768.8 
2515.7 
13156.4 
3472.6 
6147.9 
6111.7 
9449.3 
1659.1 
3106.5 
19075.7 
3188.4 
4749.2 
1054.9 
4780.5 


11.7 
89.4 
12.5 
6.6 
5.5 
-6.3 
15.1 
12.8 
18.2 
56.2 
64.8 
-2.4 


2-2.1 

45.6 
45.1 
55.8 
28.9 
52.8 
15.5 
19.6 
40.2 
47.9 
34.8 
43.1 
4.4 
19.6 
68.0 
22.7 
65.5 

-10.2 
24.1 
31.3 
20.9 
32.4 

-20.2 

-22.2 
6.6 

-10.8 
-1.9 
65.7 
23.4 
38.3 


62.2 
201.7 
27.2 
20.3 
53.6 

NA 
14.0 

NA 

3.6 
26.4 
17.7 

1.8 


1 19. () 

216.1 
250.7 
162.3 
209.5 
271.7 
239.7 
188.4 
180.6 
323.8 
144.9 
116.5 
207.0 
53.4 
186.6 
115.9 
138.8 
33.0 
138.8 
136.6 
168.4 
82.9 
25.2 
32.6 
15.5 
113,8 
122.0 
46.5 
53.2 
NA 


10557.0 
571.2 
860.5 
8929.7  y 
1931.1 
1831.0 

12561.0 
2582.8 
1293.0 
2486. 8y 
1147. Oy 

11300.0Z 


<>:51'».() 

19828.7 
11306.0 
15065.0 
21620.0 
7346.6 
2393.9 
2436.5 
5655.8 
1462.0 
14088.3 
11013.5 
2239.8 
19909.0 
7231.4 
12139.6 
1112.7 
411. ly 
5438.0 
5744.0 
2785.6 
5818.9 
10073.8y 
556.1 
2302.4 
7286.0 
808.8 
5528.1 
2828.3 
1048.5 


1 

21 
5 
19 
10 
24 
9 
16 
48 
0 
2 
14 


14 

19 
13 

9 
15 

9 
14 
22 
11 
29 

5 
10 
15 
13 

3 
14 

9 
26 

8 

7 

1 

25 

78 
9 
7 
3 
6 

14 
7 

13 


9.5 
16.4 

3.9 
14.9 
-14.0 
17. 2f 
10.2 

8.2 
-0.8 
-1.2 

2.3 
16.9 


1<i..i 

22.3 
15.8 
10.2 
15.7 

5.7 
21.7 
72.2 

9.5 
53.6 
22.0 

9.4 
17.7 
24.4 

7.9 
12.6 

3.2 
23.4 
-18.8 
13.3 

4.4 
27.0 
48.1 
17.5 

7.8 
23.5 
52.8 
-24.0 

4.1 

9.5 
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INVESTMENT  DATA 


RECENT 


ESTIMATED 


NET 
MARGIN 
1995 

nrTi  ID M  AM 
Kt 1 uKN  UN 

INVESTED 
CAPITAL 

COMMON 
EQUITY 

SHARE 
PRICE 
$ 

1  9  MflMTW 
1  d-IVIUIN  1  n 

HIGH/LOW 
$ 

P-E 
RATIO 

DIVIDEND 
YIELD 

EARNINGS 
PER  SHARE 
1995 

EARNINGS 
PER  SHARE 
1997 

4.9 

6.3 

11.9 

26 

27/21 

14 

3.88 

1.86 

1.81 

-3.9 

8.0 

12.4 

22 

29/10 

32 

NA 

0.70 

1.50 

2.3 

8.5 

18.1 

48 

64/39 

20 

0.50 

2.35 

1.93 

-5.2 

13.5 

20.6 

56 

62/48 

8 

1.07 

7.09 

2.12 

-1.4 

11.1 

16.3 

64 

75/56 

14 

2.55 

4.44 

4.26 

Z3.7 

14.7 

21.2 

25 

32/24 

20 

0.80 

1.28 

1.46 

0.7 

3.6 

7.6 

43 

49/35 

20 

2.55 

2.16 

2.85 

4.5 

6.3 

8.4 

62 

75/53 

27 

NA 

2.31 

2.80 

32.1 

7.1 

11.4 

45 

55/35 

22 

1.21 

2.02 

2.33 

12.3 

4.2 

13.8 

60 

64/37 

21 

1,66 

2.88 

2.88 

14.0 

16.4 

NM 
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Good  Health 

hanks  to  lieavT  re- 


.scarcli  .spcjidiiig  and 
a  comniitinent  to  in- 
novative new  products, 
the  heahli-care  inchistiy 
boasts  nianv  ol  the  (ittest 
companies  in  the  S^:!'  .">()(). 
An  un[>reced(Mited  eight 
drugs  inti'o(hiced  in  1^)*)-+ 
and   *^)5  hel|»e(l  prrsh  giaiii 
Mejciv  to  the  top  ol  the 
sector,  while  httle-known 
.\Ie(hr(»nic  has  (  InniKnl 
ont  led-hol  giowth  \)\  de- 
vehjping  state-ot-tiie-art 
heait  pacemakeis.  And  all 
henelited  liotn  strong 
stock  rujuips  as  h^ars  of 
goveiiunent- inspired 
health-care  I'eioiin 
siihsided. 
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INVESTMENT  DATA 

NET 
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1995 
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EQUITY 
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SHARE  12-MONTH 
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Dean  of  Lean 

Small  is  ceitaiiilv  heaii- 
tilul  For  Illinois  Tool 
Works.  Tlie  $5  billion 
conipaiiv  has  Itecoine  a 
liiiihlv  profitable  suj)|)lier 
of  choice  lor  aliriost  even 
hidiisdT — making  rliori- 
saiuls  of  con)|)oiieiits  and 
products  IVoni  adliesives 
and  atito-dooi"  handles  to 
s|)ra\  i^Lins  and  [)a])er- 
packaiiinij;  gear.  Extreme 
decentralization,  combined 
with  a  global  push,  lio  a( 
the  lieail  (A  its  success.  B\ 
splitting  into  -it)")  o|)erat- 
ing  iniits  in  3-4  coniilries — 
with  just  100  stal'feis  l)ack 
at  headcjnarters — its  local 
units  react  tar  Taster  to 
cirstonier  necfls. 
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FREEPORT-McMORAN  COPPER  &  GOLD 

1  n  4 

NA 

1905.0 

4 

29.4 

226.2 

-1 1 

4 

327 

NUCOR 

41  88  R 

H 1 00 .  0 

-1^9 

-16. 1 

3647.0 

5 

17.3 

248.2 

-10 

5 

338 

ALCAN  ALUMINUM 

8n8Q  7 
ouo^ .  / 

1  Q  Q 

65.4 

7614.0 

-18 

2.8 

410.0 

-24 

6 

348 

INCO 

4R  4 

3105.0 

_7 

15.3 

166.0 

-25 

7 

371 

ASARCO 

1  9Q4. 

4  P, 

97  ^ 

2696.7 

-16 

19.4 

138.3 

-18 

8 

386 

USX-U.S. STEEL  GROUP 

ocqi  c 

^  8 
0.0 

-1  ft  ft 

6547.0 

1 

5.4 

275.0 

-9 

9 

394 

BARRICKGOLD 

1  nriR/i  8 

iUU  JH-.O 

1  9  9 

1  ^  4 

1  9Q8  4 

i  il  ^0 .  H 

1 

26.0 

217.9 

-25 

10 

397 

WORTHINGTON  INDUSTRIES 

1897.5 

0.0 

11.3 

1629.4 

12 

10.3 

83.8 

-24 

11 

408 

NEWMONT  MINING 

4515.7 

-18.2 

12.5 

768.5 

21 

6.9 

85.1 

-24 

12 

416 

REYNOLDS  METALS 

4644.9 

30.1 

37.4 

6972.0 

-3 

11.0 

104.0 

-73 

13 

465 

CYPRUS  AMAX  MINERALS 

2166.9 

-4.7 

-12.9 

2843.0 

-11 

17.0 

77.0 

-38 

14 

466 

SANTA  FE  PACIFIC  GOLD 

2251.4 

8.2 

NA 

343.2 

-2 

11.4 

21.1 

-47 

15 

472 

ARMCO 

453.1 

-26.1 

-26.1 

1724.0 

11 

1.9 

26.0 

11 

THE  S&P 

500 
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INVESTMENT  DATA 


NET 
ilARGIN 
1995 

RETURN  ON 
INVESTED 
CAPITAL 

RETURN  ON 
COMMON 

EQUITY 

4.7 

10.9 

17.9 

7.0 

13.8 

23.3 

4.7 

8.3 

17.0 

4.6 

14.6 

21.1 

2.4 

10.3 

15.0 

7.0 

12.6 

16.3 

9.7 

21.2 

24.1 

8.8 

13.4 

15.9 

5.0 

12.8 

15.1 

4.9 

10.8 

26.4 

3.8 

10.5 

16.6 

5.0 

14.6 

23.0 

-2.2 

11.9 

34.7 

7.0 

11.0 

17.3 

2.3 

8.6 

12.4 

3.0 

5.4 

14.8 

6.4 

8.8 

14.8 

3.2 

9.2 

11.3 

4.5 

4.9 

9.2 

2.6 

13.0 

15.0 

6.4 

15.0 

16.8 

8.. I 

31.2 

32.3 

0.2 

-0.9 

-2.4 

0.9 

-2.1 

-2.7 

.2.6 

49.2 

69.1 

6.7 

2. 1 

6.1 

6.3 

7.0 

11.8 

.7.8 

13.6 

16.8 

.3.8 

6.4 

15.3 

7.9 

13.0 

16.2 

5.8 

6.4 

8.1 

6.7 

2.5 

3.2 

5.3 

3.4 

6.0 

4.7 

9.7 

17.3 

!2.8 

5.6 

6.3 

7.6 

8.4 

12.4 

.7.7 

5.0 

8.3 

5.4 

15 

2.6 

3.9 

1.1 

2.5 

.1.4 

2.2 

3.7 

1.5 

6.1 

NM 

RECENT 

SHARE  12-MONTH 

PRICE  HIGH/LOW 

$  $ 


P-E 
RATIO 


DIVIDEND 
YIELD 


EARNINGS 
PER  SHARE 
1996 


ESTIMATED 
EARNINGS 
PER  SHARE 
1997 


49 
43 
43 
40 
85 
44 
85 
40 
54 
70 
31 
37 
38 
52 
38 
55 
23 
45 
33 
24 
46 
21 
21 
14 
46 

30 
71 
71 

33 
48 
36 
36 
30 
32 
27 
21 
45 
64 
23 
17 
4 


49/37 
47/35 
50/30 
41/25 
91/63 
45/33 
91/61 
41/27 
55/37 
78/61 
36/25 
40/28 
46/31 
59/42 
39/24 
64/43 
29/18 
51/39 
44/29 
30/21 
47/37 
24/17 
23/16 
20/11 
56/38 

86/24 

73/54 
78/55 
36/28 
63/45 
37/29 
37/29 
36/23 
38/24 
33/25 
23/18 
61/38 
65/49 
29/20 
18/11 
6/4 


15 
13 
17 
24 
15 
14 
23 
19 
12 
12 
21 
11 
25 
11 
35 
10 
13 
10 
20 
24 
16 
22 
-74 
-38 
17 

27 

24 
10 
38 
17 
21 
33 
9 
11 
45 
23 
53 
60 
38 
107 
53 


1.68 
1.88 
0.94 
1.72 
2.02 
1.81 
2.49 
1.99 
2.46 
NA 
2.19 
2.15 
1.90 
0.39 
1.96 
1.38 
1.59 
2.94 
1.47 
2.49 
2.35 
4.24 
0.94 
0.85 
1,91 

I. .^7 

1.27 
2.80 
2.70 
0.67 
1.68 
1.12 
2,65 
3.15 
0.52 
2.30 
1.06 
2.19 
3.44 
0.29 
NA 


3.33 
3.20 
2.57 
1.68 
5.58 
3.19 
3.63 
2.16 
4.43 
5.73 
1.48 
3.51 
1.50 
4.61 
1.09 
5.67 
1.73 
4.32 
1.64 
1.01 
2.88 
0.95 
-0.29 
-0.37 
2.76 

1.11 

2.94 
6.97 
0.89 
2.83 
1.74 
1.09 
3.24 
3.00 
0.60 
0.92 
0.86 
1.06 
0.62 
0.16 
0.08 


3.52 
3.50 
3.83 
1.92 
6.21 
3.36 
4.11 
2.45 
4.77 
6.21 
1.73 
3.53 
1.78 
5.03 
2.09 
4.50 
1.95 
4.05 
2.46 
1.26 
3.58 
1.50 
0.78 
0.96 
3.05 

1.80 

5.41 
6.32 
1.06 
3.29 
2.79 
1.67 
1.98 
3.85 
0.79 
1.25 
1.22 
3.70 
1.58 
0.21 
0.39 


Aluminum  Roll 


With  pies.siire  on 
uold.  iilurnimiiii. 
and  steel  ]>rices.  llie 
inininii  and  tnclals  indus- 
tries have  laken  a  Ijeatinii. 
Still,  aliiniiiinni  maker  Al- 
coa lias  done  better  than 
most.  TV)  he  snre.  weak  le- 
suhs  in  1<)<)2  and  Vm 
make  loi'  an  easier  com- 
j)arison.  That  s  why  .\l(  <^a 
could  rack  up  averau'e  an- 
nual prolit  gains  of  ."3.'3rXi 
o\er  tlie  past  tirree  \ears. 
AJcoa  tuined  low  alii- 
minnni  piices  inl(»  im- 
pro\('(i  pi(»lit  mariiins, 
w  hich  i!,a\(^  it  a  let;  up  on 
competitors.  Total  letmii 
lor  three  \(>ars  hit  ^^■')%. 
\}\  far  tlie  sectors  Ijesi 
nerlctrmance. 


FOOTNOTES  TO  TABLES  APPEAR  ON  PAGE  119: 
ALPHABETICAL  INDEX  OF  COMPANIES 
BEGINS  ON  PAGE  152 
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i    ii  i 

MARKET  VALUE 

SALES 

PROFITABILITY 

FEB, 21 
1997 
$MIL 

TOTAL 
RETURN 
il'YEAR) 

TOTAl 
RETURN 
(3  YEARS! 

12 
MONTHS 
1996 
$MIL 

CHANGE 
FROM 
1995  ■ 

% 

3  YEAR 
AVERAGE 
CHANGE 

% 

12 

MONTHS 
1996 
$MIL, 

CHANGE 
FROM 
1995 

% 

16 

477 

PLACER  DOME 

5298.6 

-19.7 

-1.9 

1157.0 

12 

8.7 

-65.0 

NM 

17 

478 

BATTLE  MOUNTAIN  GOLD 

1635.8 

-33.3 

-33.4 

424.0 

6 

33.8 

-74.3 

NM 

18 

480 

HOMESTAKE  MINING 

2365.1 

-14.7 

-18.3 

742. 9y 

4 

2.5 

30.3 

0 

19 

482 

INLAND  STEEL  INDUSTRIES 

978.2 

-22.6 

-39.7 

4584.1 

-4 

5.7 

69.0 

-53 

20 

492 

BETHLEHEM  STEEL 

O /  r/.O 

— M-O.D 

-65.2 

4679.0 

-4 

2.5 

— oUo.o 

IN  Ivl 

21 

495 

ECHO  BAY  MINES 

-36.1 

337.3 

-6 

-2.9 

1  7fi  7 
—  i  /  o.  / 

MM 
IN  Ivl 

17  NoNBANK  Financial 

ixDi  sTRV  avi:ra(;i; 

117(»7.7 

4(1. (» 

10«).2 

8753. ;i 

l(» 

11. 2 

75.5.4 

16 

1 

5 

TRAVELERS  GROUP 

35016.1 

67.9 

203.2 

21345. 3y 

21 

44.4 

2305.8 

42 

2 

17 

FEDERAL  HOME  LOAN  MORTGAGE 

22607.6 

52.6 

140.7 

12032.0 

27 

30.9 

1258.0 

15 

3 

19 

GREEN  TREE  FINANCIAL 

5268.3 

27.4 

248.4 

924,1 

30 

36.8 

308.7 

22 

4 

24 

MERRILL  LYNCH 

16148.8 

68.9 

149.3 

25011.0y 

16 

15.0 

1619.0 

45 

5 

38 

DEAN  WITTER,  DISCOVER 

13307.3 

56.2 

147.6 

9028.6  y 

14 

16.2 

951.4 

11 

6 

40 

MGIC  INVESTMENT 

4522.7 

34.0 

159.4 

749.7 

20 

21.6 

258.0 

24 

7 

41 

FANNIE  MAE 

42307.4 

25.0 

103.1 

25053. 9y 

13 

16.4 

2753.6 

28 

8 

54 

MORGAN  STANLEY  GROUP 

10369.8 

36.1 

102.9 

13144.0 

22 

14.4 

1029.0 

69 

g 

79 

ALLSTATE 

29055.3 

56.2 

172.0 

24299.0 

7 

5.4 

2075.0 

9 

1 0 

81 

AMERICAN  EXPRESS 

31802.5 

46.1 

170.5 

16237.0y 

3 

7.4 

1901.0 

22 

l  ] 

83 

AMERICAN  INTERNATIONAL  GROUP 

58679.6 

30.5 

113.6 

25862. 5y 

9 

11.7 

2897.3 

15 

1 2 

88 

LOEWS 

11931.3 

24.1 

116.1 

20442.4y 

9 

17.9 

1383.9 

-22 

1 3 

1 13 

IFFFFR^nN-PII  OT 

4076.7 

6.5 

99.6 

2121.5a 

56 

18.8 

306.0  a 

31 

14 

118 

CIGNA 

11963.2 

33.3 

163.1 

18950.0y 

0 

1.2 

1056.0 

400 

1  'i 

125 

RFNFFiriAl 

3790.0 

47.0 

104.7 

1959. ly 

24 

-2.9 

281.0 

87 

1  R 

4114.3 

38.6 

75.2 

2620.  ly 

7 

12.9 

369.9 

58 

1 7 

1 29 

HFNFRAI  PF 

14029.2 

19.6 

65.2 

8192.1 

15 

36.6 

893.1 

8 

1  R 
1  o 

J.  O  J 

i-inii<sFHni  n  intfrnatiiinai 

9674.2 

56.0 

206.3 

5058,8 

-2 

5.1 

538.6 

19 

1  Q 

1  /I  n 

MADQU  S  Mrl  CNNAKI 

8434.7 

25.0 

56.4 

4149.0 

10 

9.5 

459.3 

14 

20 

141 

CONSECO 

5709.0 

151.6 

210.1 

3035,0 

6 

11.5 

278.9 

25 

21 

179 

AMERICAN  GENERAL 

8857.6 

24.7 

80.4 

6887. Oy 

6 

14.6 

577  0 

6 

22 

190 

ST.  PAUL 

5862.8 

23.6 

85.4 

5734.2 

13 

8.6 

557.9 

4 

23 

191 

MBIA 

4232.0 

32.4 

68.1 

545.5 

18 

8.0 

322.2 

19 

24 

195 

PROVIDIAN 

5122.1 

22.0 

70.5 

3622.6 

7 

8.4 

434.7 

26 

25 

222 

SALOMON 

6351.0 

53.1 

20.3 

9002.0  y 

1 

4,3 

907.0 

98 

26 

238 

CHUBB 

10094.7 

21.2 

63.5 

6316.4y 

4 

5.7 

694.7 

0 

27 

243 

USF&G 

2639.2 

40,5 

64.5 

3498.0 

1 

2.7 

261.0 

25 

28 

260 

AON 

6929.3 

24.0 

110.9 

3888.2 

12 

-1.5 

350.8 

16 

29 

263 

TORCHMARK 

3993.3 

23.5 

37.8 

2186.0a 

6 

1.6 

321.1a 

19 

30 

299 

SAFECO 

5325.8 

19.3 

61.5 

4072. Oy 

4 

5.5 

439.0 

10 

31 

305 

TRANSAMERICA 

5803.1 

18.5 

85.3 

6227.6 

2 

9,5 

456.3 

-3 

32 

307 

GREAT  WESTERN  FINANCIAL 

6394.0 

114.3 

1 98.0 

O  /I  O  O  C.J 

o4oo.b  y 

U 

o,U 

115.8 

-56 

33 

345 

LINCOLN  NATIONAL 

5987.7 

9.2 

58.6 

6721. 3y 

1 

-5.7 

513.6 

7 

34 

362 

UNUM 

5591.4 

34.3 

55.8 

4042.7 

-2 

6.8 

238.0 

-15 
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INVESTMENT  DATA 

NET 
MARGIN 
1995 

RETURN  ON 
INVESTED 
CAPITAL 

RETURN  ON 
COMMON 
EQUITY 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/LOW 
$ 

P-E 
RATIO 

DIVIDEND 
YIELD 

EARNINGS 
PER  SHARE 
1996 

tb  1  IMA  1  LL) 
EARNINGS 
PER  SHARE 
1997 

7.2 

1.3 

2.0 

22 

31/20 

-82 

0.00 

-0.27 

0.32 

7.4 

-9.8 

-14.2 

7 

12/6 

-20 

0.70 

-0.36 

0.08 

4.2 

2.9 

3.9 

16 

21/13 

77 

1.24 

0.21 

0.18 

3.1 

3.7 

7.3 

20 

29/16 

16 

1.00 

1.23 

1.58 

3.7 

-20.0 

-28.0 

8 

16/8 

-3 

NA 

-3.15 

0.45 

13.9 

-26.8 

-29.4 

8 

15/6 

-6 

1.06 

-1.31 

-0.35 

8.2 

7.<) 

14.4 

71 

74/47 

!.'■) 

1.7'2 

4..^4 

.■i.27 

9.2 

9.3 

17.7 

55 

58/28 

16 

1.10 

3.45 

3.75 

11. 5 

0.7 

17.6 

32 

34/19 

19 

1.09 

1.67 

1.91 

35.7 

21.1 

24.7 

38 

43/28 

17 

0.78 

2.20 

2.97 

5.2 

5.1 

23.8 

98 

104/54 

12 

1.23 

8.20 

7.15 

10.8 

6.9 

19.1 

41 

44/24 

15 

1.36 

2.79 

3.38 

33.3 

19.6 

20.1 

79 

80/52 

18 

0.20 

4.13 

5.10 

9.7 

1.5 

21.2 

40 

44/28 

16 

2.11 

2.50 

2.80 

5.6 

4.6 

14.7 

68 

72/41 

11 

1.18 

6.27 

5.58 

8.4 

14.9 

16.3 

66 

68/37 

14 

1.45 

4.63 

4.82 

9.9 

11.5 

22.3 

67 

70/39 

17 

1.34 

3.90 

4.09 

10.5 

7.4 

13.3 

125 

130/88 

20 

0.32 

6.15 

6.73 

9.5 

9.8 

16.5 

104 

107/73 

9 

0.96 

11.91 

10.50 

17.1 

11.7 

13.6 

58 

61/49 

14 

2.78 

4.25 

4.16 

1.1 

13.1 

15.1 

159 

162/101 

11 

2.01 

13.85 

13.84 

9.5 

2.9 

16.3 

71 

72/47 

14 

2.95 

5.08 

5.96 

9.5 

2.8 

15.7 

72 

76/49 

11 

0.61 

6.33 

5.88 

11.5 

9.9 

12.0 

172 

178/139 

16 

1.28 

11.00 

11.86 

8.8 

2.8 

17.5 

100 

108/62 

19 

1.56 

5.30 

6.43 

10.7 

21.4 

26.4 

118 

123/88 

19 

3.06 

6.34 

7.08 

7.8 

5.9 

12.8 

43 

44/16 

20 

0.29 

2.12 

2.80 

8.4 

4.8 

10.3 

44 

45/33 

16 

3.22 

2.75 

3.52 

10.6 

11.3 

14.0 

71 

72/50 

11 

2.67 

6.49 

5.63 

58.7 

5.3 

13.0 

98 

105/70 

13 

1.56 

7.43 

8.00 

10.2 

11.0 

14.1 

55 

57/38 

12 

2.01 

4.64 

5.01 

5.1 

4.4 

15.6 

58 

61/35 

7 

1.10 

7.88 

5.78 

11.5 

10.7 

12,2 

58 

60/41 

15 

1.86 

3.91 

4.17 

6.0 

10.5 

13.8 

23 

23/14 

11 

0.88 

2.05 

1.70 

8.8 

8.3 

9.9 

64 

66/48 

26 

2.25 

2.48 

3.78 

13.2 

12.2 

17.6 

57 

59/40 

13 

2.04 

4.35 

4.83 

10.2 

10.1 

11.2 

42 

44/31 

12 

2.75 

3.48 

3.29 

7.7 

3.5 

12.0 

87 

89/67 

13 

2.30 

6.59 

7.23 

7.5 

1.6 

3.5 

46 

47/21 

67 

2.16 

0.69 

2.69 

7.3 

9.2 

11.8 

57 

60/41 

12 

3.42 

4.91 

4.53 

6.8 

8.4 

10.4 

78 

80/55 

24 

1.41 

3.26 

4.90 

D 


Weill  Built 

o  wliut  \oii  know.  Do 
il  wrW.  AjuI  do  it 
(  lieaj).  That  8  tlie  for- 
mula Saiiford  I.  Weill 
used  when  he  took  over  a 
troubled  Travelers  in 

Clonil)inin<i  it  with 
his  healthy  Prinierica,  lie 
turned  the  resulting  Trav- 
elers (iroHp  into  the  top 
performer  in  financial  ser- 
vices. Weill  has  pmsued 
his  now  well-known  strat- 
egy' of  shedding  laggards, 
cutting  costs,  and  making 
acquisitions,  f  lis  latest 
l»uy:  Travelers   1990  [)m- 
chase  of  /\elna  s  property 
and  casualty  business, 
giving  Travelejs  power- 
house status. 


FOOTNOTES  TO  TABLES  APPEAR  ON  PAGE  119; 
ALPHABETICAL  INDEX  OF  COMPANIES 
BEGUMS  ON  PAGE  152 
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A— 

1    ii  i 

MARKET  VALUE 

SALES 

PROFITABILITY  ! 

FEB. 21 
1997 

MIL 

TOTAL 
RETURN 
11  YEAR) 

TOTAL 
RETURN 
(3  YEARS) 

1? 

MONTHS 
1996 
$MIL 

CHAf^GE 
FROM 
1995 

3  YEAR 
AVERAGE 
CHANGE 

MONTHS 
1996 

iMll 

CHANGE 
FROM  A 
1995  ( 

35 

ibb 

LI   F  ALlKHAMCniLI 

H.F.  AHMANSON 

4201.0 

86.9 

Ib/.b 

3719. 8y 

-4 

6.3 

145.5 

-68  -< 

36 

o  o  o 
OOO 

USLIFE 

1632.2 

56.2 

yy.2 

loVb.  1 

4 

4.2 

76.0 

-28 

J  / 

oyo 

A  rTKJ  A 

At  1  N  A 

12828.3 

21.5 

DU.U 

1  Dibo.z  y 

i  b 

-o.  i 

205.1 

-57  -J 

38 

437 

ITT  HARTFORD  GROUP 

8828.1 

50.8 

NA 

12473.0 

3 

6. Of 

-99.0 

NM 

39 

450 

H&R BLOCK 

3120.7 

-24.6 

-25.6 

1759. 3y 

17 

15.4 

34.0 

-64 

18  Office  Equipment  &  Computers 

INDUSTRY  AV  KRA(;K  14736.8 

17.7 

124.7 

800.^.1 

1 1 

21.6 

2 

t 
\ 

i.i 

1 

2 

MICROSOFT 

113810.0 

90.2 

378.0 

9435.0 

27 

32.8 

2476.0 

35  ; 

2 

3 

DELL  COMPUTER 

12506.8 

299.3 

1 1 50.5 

7759.0 

47 

40.5 

531.0 

95  { 

3 

4 

CISCO  SYSTEMS 

38311.1 

23.7 

ZlO.3 

b4UD.4 

OA 

oO 

O  1  A 

oi.4 

1041.6 

53  ( 

4 

8 

COMPAQ  COMPUTER 

21596.3 

60.3 

149.5 

18109.0 

23 

36.0 

1313.0 

66  ■ 

5 

11 

ORACLE 

26892.2 

15,7 

158.5 

4848.0 

39 

42.4 

704.9 

48  ! 

6 

13 

SUN  MICROSYSTEMS 

12146.8 

37.1 

405.3 

7798.7 

22 

20. 1 

567.4 

27  ' 

7 

16 

EMC 

8609.2 

96.0 

o6.2 

2273.7 

o 
iO 

42.4 

386.2 

18  ' 

8 

34 

3COM 

6796.5 

-21.4 

164. 1 

2796.7 

42 

60. 1 

301.2 

71  ( 

9 

51 

HEWLETT-PACKARD 

56537.4 

14.4 

155.7 

39427.0 

18 

22.9 

2708.0 

3  i 

10 

71 

INTERNATIONAL  BUSINESS  MACHINES 

71227.3 

15.7 

166.4 

75947.0 

6 

7. 1 

5429.0 

30  \ 

11 

78 

FIRST  DATA 

16856.0 

2.7 

74. 1 

4934. 1 

21 

57.3 

636.5 

NM  !■ 

12 

92 

CERIDIAN 

2740.5 

-12.8 

75.2 

1495.6 

12 

18.5 

181.9 

87  : 

13 

101 

AUTOMATIC  DATA  PROCESSING 

12339.5 

2.2 

67.6 

3906. 1  y 

23 

18.8 

484.8 

15  • 

14 

155 

PITNEY  BOWES 

9166.8 

27.8 

52.7 

3858.6 

9 

8.7 

469.4 

15 

15 

162 

XEROX 

18459.5 

34.4 

84.4 

17378.0 

5 

1 .4 

1205.0 

3  : 

16 

186 

SEAGATE  TECHNOLOGY 

12731.7 

59.1 

302.0 

8568.8 

2 

42. 1 

285.5 

-39 

17 

187 

COMPUTER  ASSOCIATES  INTL. 

16839.8 

-6.1 

179.0 

3945.4 

23 

24.9 

295.1 

NM 

18 

201 

COMPUTER  SCIENCES 

5469.1 

-8.5 

85.3 

5241.3 

17 

29.5 

164.3 

22 

19 

207 

SHARED  MEDICAL  SYSTEMS 

1302.7 

2.4 

1 18.9 

767  Ay 

18 

15.5 

47.0 

18 

20 

234 

CABLETRON  SYSTEMS 

4569.2 

-20.1 

21.6 

1314.3 

29 

33.7 

172.2 

-13  ■•' 

21 

363 

DATA  GENERAL 

776.0 

14.7 

135.4 

1343.1 

1 1 

8.0 

33.9 

NM  ■• 

22 

429 

SILICON  GRAPHICS 

4321.7 

-9.3 

-1.5 

3245.2 

30 

37.1 

-30.1 

NM  ■■ 

23 

431 

MOORE 

2187.2 

17.0 

33.3 

2517.7 

-3 

3.2 

149.9 

-44 

24 

443 

AUTODESK 

1559.7 

-1.3 

36.2 

496. 7y 

-7 

6.7 

41.6 

-53      ' » 

25 

451 

BAY  NETWORKS 

3748.2 

-58.8 

-22.7 

2094.5 

19 

48.4 

-82.9 

NM  i 

26 

455 

JOHN  H.  HARLAND 

871.6 

29.8 

37.6 

609.4 

9 

5.7 

-13.9 

NM  * 

27 

459 

AMDAHL 

1330.9 

24.8 

79.6 

1631.5 

8 

-1.6 

-326.7 

NM  ' 

28 

464 

DELUXE 

2644.8 

1.3 

8.4 

1895.7 

2 

6.2 

65.5 

-31     -  ■ 

29 

470 

NOVELL 

4196.0 

-7.6 

-50.5 

131 1.8 

-34 

-12.7 

113.2 

-65  ■'■ 

30 

473 

TANDEM  COMPUTERS 

1589.5 

32.1 

-7.8 

1929.4 

2 

-2.7 

28.3 

-35     -  ^ 

31 

475 

UNISYS 

1180.1 

0.0 

-53.8 

6370.5 

0 

-5.1 

61.8 

NM     T  ' 

32 

485 

DIGITAL  EQUIPMENT 

5288.0 

-51.8 

1 5.9 

13609.  / 

r 
-D 

A  A 
U.4 

-342.8 

NM 

33 

489 

APPLE  COMPUTER 

2040.1 

-44.7 

-54.9 

8814.0 

-23 

3.1 

-867.0 

NM 

34 

494 

INTERGRAPH 

410.5 

-55.3 

-17.9 

1095.3 

0 

1.8 

-69.1 

NM  1 
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INVESTMENT  DATA 

NET 

ARGIN 

1995 

RETURfJON 
INVESTED 
CAPITAL 

RETURN  ON 
COMMON 
EQUITY 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 

HIGH/LOW 
$ 

P-E 
RATIO 

DIVIDEND 
YIELD 

EARNINGS 
PER  SHARE 
1996 

ccTiy  flTcn 

to  1  ImM  1  tU 

EARNINGS 
PER  SHARE 
1997 

1.7 

0.8 

3.9 

41 

45/22 

45 

2.14 

0.91 

2.94 

6.1 

5.2 

6.6 

48 

48/27 

22 

2.08 

2.18 

3.47 

3.6 

1.3 

1.6 

85 

89/55 

63 

0.94 

1.36 

5.52 

4.6 

-1.8 

-2.2 

75 

81/45 

-90 

2.13 

-0.84 

6.35 

6.3 

5.4 

6.2 

30 

42/24 

103 

2.67 

0.29 

1.74 

6.4 

9.« 

17.8 

41 

37 

N.M 

1.13 

2.23 

4.8 

25.7 

25.7 

95 

104/46 

50 

NA 

1.92 

2.29 

5.1 

48.1 

48.9 

71 

76/13 

26 

NA 

2.77 

3.43 

2.7 

28.8 

29.1 

58 

76/41 

38 

NA 

1.54 

2.09 

5.3 

20.4 

21.4 

80 

88/36 

17 

NA 

4.72 

6.05 

3.7 

33.0 

33.0 

41 

51/27 

39 

NA 

1.05 

1.67 

7.0 

24.6 

24.6 

33 

35/20 

23 

NA 

1.45 

1.79 

7.0 

23.0 

27.6 

37 

40/17 

24 

NA 

1.57 

1.94 

9.0 

21.7 

23.6 

39 

81/34 

23 

NA 

1.66 

2.68 

7.8 

16.9 

20.2 

56 

60/38 

22 

0.86 

2.58 

2.98 

5.8 

17.2 

25.0 

138 

170/89 

13 

1.02 

10.24 

12.51 

2.1 

11.5 

18.2 

38 

44/34 

27 

0.21 

1.37 

1.61 

7.3 

38.1 

48.8 

40 

55/32 

17 

NA 

2.39 

2.86 

3,3 

17.4 

20.5 

42 

46/36 

25 

1.09 

1.67 

1.82 

1.5 

12.5 

21.0 

62 

63/43 

20 

2.59 

3.12 

3.47 

7.1 

8.0 

26.6 

57 

61/41 

16 

2.25 

3.49 

4.07 

5.5 

8.1 

8.1 

52 

56/18 

43 

NA 

1.19 

3.32 

3.4 

9.3 

19.5 

46 

68/38 

57 

0.22 

0.81 

3.00 

3.0 

7.3 

10.2 

72 

87/64 

31 

NA 

2.32 

3.44 

6.1 

15.9 

16.7 

55 

72/42 

28 

1.52 

1.95 

2.27 

9.4 

17.3 

17.3 

30 

44/27 

26 

NA 

1.14 

2.19 

5.5 

6.9 

9.9 

20 

20/9 

24 

NA 

0.81 

1.10 

9.3 

-1.5 

-1.8 

25 

30/18 

-144 

NA 

-0.17 

0.88 

0.3 

9.2 

9.7 

22 

23/17 

15 

4.30 

1.50 

1.40 

6.4 

13.5 

13.5 

35 

44/19 

39 

0.69 

0.88 

1.43 

2.3 

-6.7 

-7.4 

19 

49/18 

-42 

NA 

-0.45 

0.67 

8.2 

-4.8 

-8.0 

28 

33/21 

-63 

1.06 

-0.45 

1.96 

1.9 

-50.5 

-50.5 

11 

14/7 

-4 

NA 

-2.71 

0.71 

5.1 

8.0 

9.2 

32 

40/29 

40 

4.61 

0.80 

2.13 

6.1 

6.5 

6.6 

12 

16/9 

36 

NA 

0.34 

0.82 

2.3 

2.4 

2.6 

13 

15/8 

58 

NA 

0.23 

0.96 

Q  O 

1  7 
—  1,1 

7 

y/D 

on 
-ZD 

M  A 

IN  A 

0.43 

3.0 

-8.7 

-10.5 

34 

77/28 

-14 

NA 

-2.46 

0.83 

1.5 

-30.0 

-44.6 

16 

30/15 

-2 

NA 

-7.01 

-1.49 

4.1 

-13.5 

-14.4 

9 

20/8 

-6 

NA 

-1.46 

0.22 

Silicon  Czars 

With  plaver.s  like  Mi- 
cmsoft"  Dell.  Com- 
paq, and  (Jisco.  it  s 
IK)  suipri.se  that  the  com- 
|)iiter  hidustn-  dominates 
the  top  10  slots  ill  the 
Bl  SUvKS.s  \m-,[:k  50.  Super- 
fast  growers  all.  eacli  sits 
atop  the  iiirhe  it  has 
can  ed  out  hi  one  of  the 
most  dMiamic  industries 
on  (he  globe.  J^ean  manu- 
factui  ing  and  low -cost  di- 
rect sales  have  made  Dell 
a  dynamo  in  personal 
computer  manufacturing, 
while  Microsoft  s  continu- 
ing abihtT  to  reinvent  it- 
self, and  its  software,  have 
made  it  tlie  800-pound 
soiilla  livals  love  to  hate. 


FOOTNOTES  TO  TABLES  APPEAR  ON  PAGE  119; 
ALPHABETICAL  INDEX  OF  COMPANIES 
BEGINS  ON  PAGE  152 
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MARKET  VALUE  SALES  PROFITABILITY 


12  CHANGE  3YEAR  12 

FEB. 21           TOTAL           TOTAL                MONTHS  FROM  AVERAGE  MONTHS 

1997            RETURN          RETURN                  1996  1995  CHANGE  1996 

SMIL            (lYEAR)         (3  YEARS)                 $M1L,  %  %  $,MIL 


19  Paper  &  Forest  Products 


iM)i  sun  \\  ]  w 

<i4:{(>.'2 

7.1 

74:«'».;? 

-6 

0.0 

-44 

1 

63 

KIMBERLY-CLARK 

27877.1 

31.5 

93.6 

13149'.1 

-2 

28.4 

1403.8 

4128  , 

2 

364 

INTERNATIONAL  PAPER 

12495.8 

15.4 

20.1 

20100.0 

2 

15.4 

303.0 

-74 

3 

374 

JAMES  RIVER  CORP.  OF  VIRGINIA 

2589.7 

14.0 

78.8 

5690.5 

-16 

8.7 

157.3 

24 

4 

390 

WILLAMETTE  INDUSTRIES 

3394.9 

13.4 

13.3 

3425.2 

-12 

11.1 

192.1 

-63  ' 

c 
3 

\A/CCT\/A  pn 
Wto 1 vAUU 

2891.2 

-2.6 

31.8 

3033.1 

-8 

9.6 

185.3 

-38 

6 

400 

MEAD 

OQQ7  7 

1  1  9 

oD.o 

4  /  Ud.  D 

Q 

/I  c; 
4.  D 

A  R 

-43 

7 

418 

CHAMPION  INTERNATIONAL 

4013.0 

-0.1 

32,7 

5880.4 

-16 

7.4 

141.3 

-82 

8 

432 

WEYERHAEUSER 

9170.9 

9.3 

7.4 

11114.0 

-6 

6.0 

463.0 

-42 

9 

453 

POTLATCH 

1247.6 

4.4 

1.5 

1554.4 

-3 

4.8 

61.5 

-43 

10 

460 

GEORGIA-PACIFIC 

6816.1 

15.4 

10.0 

13024.0 

-9 

2.8 

161.0 

-84  - 

11 

467 

BOISE  CASCADE 

1538.9 

-11.5 

23.3 

5108.2 

1 

10.2 

9.1 

-97  i 

12 

493 

LOUISIANA-PACIFIC 

2202.0 

-15.7 

-49.4 

2486.0 

-13 

-1.0 

-200.7 

NM  ; 

20  Publishing  &  Broadcasting 

INDl  STKV 

VI.  1 

.-,0.4 

:?f>2;{..> 

\\\ 

i:i.<) 

120.t) 

44 

1 

73 

McGRAW-HILL 

5049.6 

14.6 

60.0 

3074.7 

5 

11.3 

495.7 

118  \ 

2 

97 

GANNETT 

11558.5 

23.9 

59.3 

4421.1 

18 

5.8 

624.0 

36  I 

3 

218 

KNIGHT-RIDDER 

3728.4 

18.5 

49.8 

2774.8 

1 

4.2 

267.9 

60  j 

4 

221 

TRIBUNE 

4912.0 

20.3 

49.2 

2405.7 

7 

7.0 

282.8 

15 

5 

265 

MEREDITH 

1331.0 

9.2 

137.0 

853.4 

-1 

3.2 

58.6 

25 

6 

268 

TIMES  MIRROR 

5147.3 

50.9 

135.6 

3401.0 

-1 

1.7 

206.4 

NM  I 

7 

281 

NEW  YORK  TIMES 

4232.5 

57.6 

68.5 

2615.0 

9 

8.3 

84.5 

-38  ; 

8 

358 

DOW  JONES 

3829.1 

2.6 

8.1 

2481.6 

9 

8.8 

190.0 

0 

9 

414 

TIME  WARNER 

16165.8 

-3.9 

12.9 

10064.0 

25 

14.6 

-156.0 

NM 

10 

422 

TELE-COMMUNICATIONS 

9047.8 

-31.5 

-20.2 

7997.0a 

48 

25.0 

-479.0  a 

NM  i 

11 

426 

COMCAST 

4316.3 

-4.0 

-6,6 

4038.4 

20 

52.3 

-52.4 

NM  \ 

12 

440 

US  WEST  MEDIA  GROUP 

9003.5 

-12.1 

NA 

2955.0 

24 

24. 4f 

-71.0 

NM  \ 

21  Service  Industries 

IM)l  STKV  \V  f;i«A(;i 

r>5t5.'2 

().-).(! 

4I7<>.7 

1.% 

i;5.«> 

16:5.8 

-10 

1 

20 

HFS 

8685.6 

51.7 

391.2 

799. Oy 

93 

46.5 

169.6 

113  ^ 

2 

44 

SERVICE  CORP.  INTERNATIONAL 

6715.8 

29.2 

119.0 

2294.2 

39 

37.7 

265.3 

45  ; 

3 

105 

INTERPUBLIC  GROUP 

4099.1 

21.2 

58.8 

2537. 5y 

16 

13.4 

205.2 

58 

4 

151 

ENRON 

10591.3 

9.7 

39.5 

13289.1 

45 

16.8 

584.4 

12 

5 

198 

FLUOR 

5425.5 

-0.8 

47.5 

12046.9 

25 

14.1 

272.6 

14 

8 

205 

CRANE 

1496.6 

24.3 

94.1 

1847.7 

4 

11.7 

92.1 

21 

7 

237 

cue  INTERNATIONAL 

9512.3 

11.2 

74.3 

2051.4b 

20 

38.1 

117.2b 

4 

8 

254 

SIGMA-ALDRICH 

3148.9 

16.5 

18.6 

1034.6 

8 

11.9 

147.9 

12 

9 

259 

W.W.  GRAINGER 

4082.4 

16.7 

33.1 

3537.2 

8 

10.2 

208.5 

12 

10 

264 

GENUINE  PARTS 

5568.3 

8.3 

33.7 

5720.5 

9 

9.2 

330.1 

7 

11 

277 

FOSTER  WHEELER 

1676.4 

-5.8 

8.6 

4005.5 

32 

17.6 

82.2 

188 

12 

333 

LAIDLAW 

4319.1 

41.1 

125.0 

2380.1 

-7 

6.8 

133.3 

-1 
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INVESTMENT  DATA 


NET         RETURN  ON      RETURN  ON 
MARGIN        INVESTED  COMMON 
1995  CAPITAL  EQUITY 


RECENT 

SHARE  12-MONTH 

PRICE  HIGH/LOW 

$  $ 


ESTIMATED 
EARNINGS  EARNINGS 
P-E  DIVIDEND       PER  SHARE     PER  SHARE 

RATIO  YIELD  1996  1997 


.■).8 

3.6 

7.6 

48 

55/40 

21 

2.3«) 

1.77 

2.29 

0.2 

22.3 

32.6 

99 

107/69 

20 

1.86 

4,98 

5.54 

5.8 

1.7 

3.1 

42 

45/36 

40 

2.40 

1.04 

2.00 

1.9 

2.4 

4.3 

30 

36/24 

26 

1.99 

1.15 

1.84 

13.3 

5.2 

9.8 

61 

70/52 

18 

2.09 

3,48 

3.20 

9.0 

5.4 

8.3 

28 

33/27 

16 

3.10 

1.83 

2,08 

6.6 

5.4 

8.5 

57 

62/49 

16 

2.09 

3.57 

3,69 

11.1 

2.1 

3.8 

42 

51/40 

28 

0.48 

1.48 

0.92 

c  o 
D.O 

4.  / 

iU.  i 

R 1  //I  n 

D  i/4U 

9  ^4 

6.8 

3.8 

6.4 

43 

45/35 

on 

O  1  '3 

7.1 

2.1 

4.5 

1  c 
/D 

Ol/DO 

A  O 

4Z 

1  7Q 

v.  la 

6.9 

-0.8 

1  o 

-i.o 

"2  O 

6iL 

4//Z/ 

-DU 

n  c^'^ 

— U.DO 

— u.u  / 

-1.8 

-10.6 

-14. 1 

on 

OQ /on 

-1  i 

O  7  7 

1  Q7 
—  1  .{5/ 

U.DD 

2.5 

8.6 

4.3 

41 

44/30 

26 

1 .52 

1..56 

1.38 

7.7 

30.3 

45.8 

51 

52/37 

10 

2.84 

4.96 

t 

12.3 

13.6 

23.4 

82 

84/62 

19 

1.76 

4.43 

4.42 

6.1 

13.9 

24.1 

40 

42/32 

14 

2.02 

2,75 

2.16 

10.9 

11.2 

18.2 

40 

44/32 

19 

1.61 

2.15 

2.32 

5.4 

19.2 

19.2 

50 

54/39 

24 

1.05 

2.09 

2.37 

-9.8 

8.7 

10.4 

52 

56/31 

34 

0.77 

1.55 

2.11 

5.6 

3.6 

5.4 

44 

45/26 

50 

1.37 

0.87 

2.14 

Q  Q 
O.O 

y.o 

A  n 
4U 

y]  O  /Q  O 

on 

O  /I  0 
ti  .4^ 

1  Q^^ 

1  ,yo 

1  "^n 

-1.5 

-2.5 

-7.9 

42 

45/30 

-44 

0.86 

n  n  c 
-0.95 

-O.fab 

-2.0 

-2.5 

-15.8 

14 

22/1 1 

-17 

NA 

n  7  o 
-U.  /O 

n  on 

-u,  jy 

-1.1 

-0.7 

-9.5 

19 

21/14 

-88 

0.50 

-0.21 

-0.17 

6.1 

-1.1 

-1.7 

19 

23/14 

-119 

NA 

-0.15 

-0.40 

5.6 

9.6 

10.0 

37 

44/30 

27 

1 .73 

1.37 

2.07 

19.3 

6.9 

8.9 

68 

80/41 

52 

NA 

1.29 

2,55 

11.1 

6.2 

12.4 

29 

32/21 

26 

1,05 

1.10 

1,28 

6.0 

18.2 

25.3 

51 

51/41 

20 

1,34 

2.56 

2,81 

5.7 

7.0 

15.8 

42 

48/35 

18 

2,16 

2.31 

2,64 

2.5 

16.3 

16.3 

65 

76/58 

20 

1.17 

3.22 

3,67 

4.3 

12.6 

19.9 

33 

34/24 

17 

1.50 

2.01 

2.28 

6,6 

9.8 

10.0 

24 

28/18 

70 

NA 

0.34 

0.89 

13.7 

16.0 

16.2 

32 

33/24 

21 

0.79 

1.48 

1,65 

5.7 

16.0 

16.1 

80 

83/64 

20 

1.25 

4.04 

4,44 

5.9 

18.4 

19.5 

46 

48/42 

17 

3.11 

2.73 

3,01 

0.9 

6.0 

12.1 

41 

47/34 

20 

1.99 

2,03 

2.49 

5.2 

3.1 

6.0 

14 

14/9 

31 

0.00 

0.44 

0.69 

Brand  Daddy 


H 


FS  may  not  l)e  a 
honseliold  name,  hut 
it.s  porlJolio.  which 
hichKles  (Jeiitiiry  21. 
Cohlwell  Banker.  Avis. 
IJowanI  .Johnson,  and  Ra- 
mada.  has  some  of  the 
l)est-ki]owii  hraiids  in 
their  industries.  This 
earnings  | )  f » we  il  i  o  u  s  e — 
prolits  averaged  ()o.1% 
over  the  past  three 
years — has  a  simple  for- 
mula: Buy  aging  fran- 
cliised  service  conijianies. 
set  higii  standards,  and 
expand  the  operations, 
aiming  them  s<[uarel\  at 
aging  baljv  hoomers.  still 
the  most  powerful  deuKt- 
gjaphic  lorce  in  the  land. 


FOOTNOTES  TO  TABLES  APPEAR  ON  PAGE  119; 
ALPHABETICAL  INDEX  OF  COMPANIES 
BEGINS  ON  PAGE  152 
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TO  MAKE  THE  WEB  READY  FOR 


BUSINESS  WE  HAD  TO  OVERCOME 
TECHNOLOGICAL  HURDLES 
PEOPLE--FOR  EXAMPLE 


^  IT  IS  A  SCIENTIFIC  FACT  that  people  are  nosy  and  the  thing  they  want  to  see  the 
I  most  is  probably  the  thing  you  least  want  them  to  see.  This  explains  why  the  Web  is 
chock-full  of  stuff  that  is  so  unimportant,  it  doesn't  matter  if  everybody  can  see  it.  Stuff 
like  UFO  chat  lines,  recipes  for  zucchini  bread  and  short  stories  that  nobody  would  publish 
on  real  paper.  True,  there  is  some  business  stuff.  But  it's  mostly  "brochureware"-  general 
information  aimed  at  the  broadest  audience,  and  therefore  not  terribly  critical  to  anyone. 


THIS  IS  BECAUSE,  IN  TECHNOLOGICAL  TERMS,  SECURITY  IS  CRUMMY. 

True,  you  can  prevent  people  from  getting  into  your  system.  But  once  they're  in,  they're  in. 
The  secretary  in  Accounting  sees  what  your  Vice  President  of  Finance  sees.  Your  freelance 
brochure  writer  sees  what  your  compensation  consultant  sees.  Everybody  gets  into 
everybody  else's  business.  It's  HUMAN  NATURE.  Thus,  the  Web  is  not  used  to  let  the  right 
people  get  to  the  kind  of  useful-but-sensitive  information  they  need  to  do  their  jobs. 

This  is  why  you  need  Lotus  Domino™  software.  It  not  only  helps  all  the  people  critical  to 
your  company  -  employees,  executives,  customers,  contractors  and  suppliers  -  use  the 
Web  to  work  together,  to  get  to  the  people  or  the  information  they  need.  It  also  lets  you 
control  who  sees  what,  and  who  can  make  changes  to  what  they  see. 


'Wi  Domino  isn't  a  security  system  per  se;  it's  a  tool  for  creating  exciting,  customized, 
interactive  solutions  for  corporate  intranets  and  the  Web.  But  security  is  totally 
integrated,  so  it's  simple  to  implement.  (Domino  is  based  on  Lotus  Notes'  technology,  the 
groupware  standard  that  is  famous  for  its  powerful  security.)  www.  lotus.com/ worktheweb 


NO.  Lotus  Domino  is  not  lor  lt)ose 
wtio  ttiink  the  Internet  stiould  be 
totally  uncontrolled.  You're  running  a 
business,  not  a  wine  and  ctieese  party. 


YES.  lotus  Domino  is  for  security  on 
tlie  Web.  Wlo  gets  tiie  facts.  Who  gels 
the  cold  shoulder.  And  who  has  the 
authority  to  make  changes  to  what. 


Lotus. 


Working  Together" 


foi  rioia  inlomalion,  call  1  800  8!8  im.  hi  C8?6  In  Canada,  call  1 880  GO  lOIIIS,  ©  199?  lote  DevelopmenI  Cotporalion,  5S  Cambnigf  Parkway,  Canlinjge.  H»  mtl  *ll  rigMs  leant)  lolas,  lolus  Bote  and  IVaAinj  logelher  aie  legslfifd  liadnnarks  and  Odmno  and  Work  llie  yieli  are  IradEmarks  ol  Loins  Oevelopmenl  top. 
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CHANGE 
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FROM 
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RETURN 
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1995 

CHANGE 
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1995 

!  MIL 

!1  YEW) 

(3  YEARS) 

SMIL 

$M1L, 

% 

13 

340 

SAFETY-KLEEN 

1033.8 

25.2 

19.7 

923.1 

7 

5.4 

61.1 

15 

14 

409 

WMX  TECHNOLOGIES 

16146.5 

16.8 

38.5 

9187.0 

1 

-0.9 

477.8 

-23 

15 

442 

EG&G 

1047.3 

-3.6 

32.5 

1427.3 

1 

3.0 

54.5 

0 

16 

444 

BROWNING-FERRIS  INDUSTRIES 

6715.9 

8.5 

20.0 

5843.6 

-1 

18.8 

-1  no  ^ 

1 N  tVI 

17 

463 

R.R.  DONNELLEY 

4586.8 

-15.3 

6.5 

6599.0 

1 

16.3 

-157.6 

NM 

18 

488 

DUN  &  BRADSTREET 

4275.6 

6.3 

20.5 

2159.2 

0 

-27.1 

-27.3 

NM 

19 

INC 

COGNIZANT 

5661.1 

-3.5  d 

NA 

1730.6 

12 

NA 

195.5 

120 

22  Telecommunications 

1M)1  STKV 

'\\  I.H  \ 

2;50(t().4 

lh.<» 

7}{  g 

g 

1 4. 1 

1182.3 

26 

1 

21 

TELLABS 

7637.3 

82.8 

547.6 

869.0 

37 

38.3 

118.0 

2  1 

2 

47 

NORTHERN  TELECOM 

19339.4 

56.7 

153.0 

12847.0 

20 

16.8 

623.0 

32 

3 

52 

BELLSOUTH 

46205.4 

21.4 

93.0 

19040.0 

6 

6,2 

2863.0 

83 

4 

90 

AMERITECH 

35423.5 

11.0 

76.3 

14917.0 

11 

8.2 

2134.0 

6 

5 

95 

GTE 

46108.3 

13.7 

75.4 

21339.0 

7 

2.6 

2798.0 

9 

6 

102 

SBC  COMMUNICATIONS 

34257.8 

5.8 

64.1 

13898.2 

10 

9.1 

2101.2 

11 

7 

109 

MCI  COMMUNICATIONS 

24314.0 

20.8 

34.2 

18494.0 

21 

15.6 

1237.0 

126 

8 

116 

PACIFIC  TELESIS  GROUP 

17454.2 

44.2 

49.8 

9588.0 

6 

0.8 

1057.0 

1 

9 

126 

SPRINT 

19046.5 

22.5 

54.6 

14044.7 

10 

7.2 

1190.9 

26 

10 

161 

US  WEST  COMMUNICATIONS  GROUP 

17057.8 

12.9 

69.5 

10079.0 

6 

-1.2 

1215.0 

3 

11 

167 

FRONTIER 

3518.8 

-29.8 

9.5 

2575.6 

20 

40.3 

217.9 

51 

12 

199 

NYNEX 

22973.9 

4.4 

63.4 

13508.8 

1 

0.3 

1346.0 

26 

13 

206 

AIRTOUCH  COMMUNICATIONS 

13719.8 

-14.5 

11.7 

2251.7 

39 

28.9 

199.0 

51 

14 

229 

AT&T 

64572.8 

-7.8 

20.3 

52184.0 

3 

-11.7 

5608.0 

75 

15 

288 

BELL  ATLANTIC 

30643.8 

8.3 

51.6 

13081.4 

-3 

-0.1 

1739.4 

-7 

16 

321 

WORLDCOM 

10771.8 

30.2 

86.7 

4485.1 

21 

58.5 

-2188.9 

NM 

17 

341 

ALLTEL 

ft  9 

39.4 

3192.4 

3 

10.4 

291.7 

-18 

18 

456 

SCIENTIFIC-ATLANTA 

1369.2 

7.1 

27.0 

1088.5 

-3 

15.0 

21.1 

-57 

19 

484 

DSC  COMMUNICATIONS 

2417.9 

-40.6 

-27.5 

1380.9 

-3 

25.3 

-7.6 

NM 

20 

INC 

LUCENT  TECHNOLOGIES 

36731.6 

81. 7e 

NA 

23797.0 

11 

NA 

1083.0 

NM 

23  Tkanspoktation 

IM)l  ! 

SI  K^ 

W  1  15  \  <;i 

7(t'>7.1 

<».<> 

28.7 

810}}..") 

<) 

•>.4 

47r).i 

4.i 

1 

67 

BURLINGTON  NORTHERN  SANTA  FE 

12900.4 

4.1 

40.9 

8187.0 

33 

20.6 

889.0 

349 

2 

175 

AMR 

7541.6 

-2.9 

26.5 

17753.0 

5 

4.2 

1105.0 

476  \ 

3 

204 

UNION  PACIFIC 

14834.1 

32.2 

56.3 

8786.0 

17 

7.1 

733.0 

18 

4 

208 

US  AIRWAYS  GROUP 

1292.4 

19.3 

64.3 

8142.4 

9 

5.0 

263.4 

121 

5 

232 

FEDERAL  EXPRESS 

5942.6 

38.0 

36.1 

10817.9 

10 

10.0 

308.2 

-2 

6 

Til 

CSX 

10193.6 

1.9 

11.1 

10536.0 

2 

5.8 

855.0 

38 

7 

253 

CONRAIL 

OO  /  I  .o 

77.7 

3714.0 

1 

2.1 

342.0 

30 

8 

291 

NORFOLK  SOUTHERN 

11153.7 

14.0 

36.6 

4770.0y 

2 

2.2 

770.4 

8 

9 

323 

SOUTHWEST  AIRLINES 

3442.7 

-19.7 

-33.5 

3406.2 

19 

13.7 

207.3 

14 

10 

417 

DELTA  AIR  LINES 

5988.4 

7.3 

62.1 

12952.0 

6 

2.1 

249.0 

-51 
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6.2 

8.1 

13.2 

18 

19/13 

17 

2.03 

1.05 

1.15 

6.8 

3.4 

8.6 

33 

38/28 

34 

1.97 

0.97 

1.76 

3.8 

11.1 

14.4 

22 

25/16 

19 

2.53 

1.15 

1.35 

6.4 

-1.9 

-3.9 

32 

33/21 

-63 

2.15 

-0.50 

1.58 

4.6 

-5.3 

-9.4 

31 

39/29 

-29 

2.49 

-1.04 
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10.1 

-2.5 

-2.5 

25 

67/21 
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3.52 
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5.8 

33.2 

33.2 

33 

38/30 

29 

0.36 

1.15 

1.74 
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11.0 
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44 

4«/:i2 

24 
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1.7*) 
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19.9 

20.0 

43 
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66 

NA 

0.64 
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75 
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31 

0.70 

2.40 

3.03 
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13.4 

21.6 

47 

48/35 

16 

3.09 

2,88 

2.79 

15.0 

18.2 

28.8 

65 
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17 

3.50 
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4.20 

12.8 

12.3 

40.2 

48 

49/38 

17 

3.93 

2.89 

3.18 

14.9 

17.1 

30.7 

57 
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16 

3.03 

3.46 

3.73 

3.6 

7.4 
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36 

38/22 

21 

0.14 

1.73 

1.84 

11.6 
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40.3 

41 

42/26 

16 

3.09 
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2.46 
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14.2 

44 

46/35 

16 

2.26 

2.79 

2.55 

12.5 
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31.0 

36 

38/27 

14 

6.03 

2.55 
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6.8 

13.1 

19.9 

22 

33/20 

16 

3.86 
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7.6 
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52 

59/42 

17 

4.52 
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27 
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76 

NA 
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26.6 

40 
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11 
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70 
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18 

4.11 
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26 

29/18 

-5 

NA 
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0.29 
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14.2 

35 

37/27 

23 

3.18 

1.53 

2.10 

4.4 

4.4 

4.4 

18 

20/12 

66 

0.34 

0.27 

0.81 

13.6 

-0.5 

-0.7 

21 

37/13 

-344 

NA 

-0.06 

0.90 

-4.0 

21.0 

30.8 

58 

61/30 

35 

0.52 

1.66 

2.08 

4.5 

6.5 

13.5 

58 

()(>/47 

16 

1.82 

:5.7(» 

5.21 

3.2 

8.9 

15.6 

84 

90/76 

15 

1.42 

5.70 

6.86 

1.1 

10.3 

20.9 

83 

98/75 

7 

NA 

12.64 

10.31 

8.3 

4.5 

9.1 

61 

75/50 

18 

2.83 

3.36 

3.95 

1.6 

6.4 

179.4 

20 

26/15 

7 

NA 

2.69 

2.56 

3.2 

7.5 

11.2 

52 

53/34 

19 

NA 

2.68 

3.34 

6.0 

9.2 

17.1 

47 

53/41 

12 

2.21 

4.00 

4.29 

7.2 

6.4 

10.6 

105 

108/64 

25 

1.82 

4.25 

6.20 

L5.3 

11.3 

15.5 

89 

97/76 

15 

2.69 

6.09 

6.62 

6.4 

9.1 

12.8 

24 

33/21 

17 

0.19 

1.37 

1.62 

4.2 

4.4 

7.9 

82 

87/67 

48 

0.24 

1.69 

13.06 

Switch  Hit 


Till)  Tellah.s  ('Ii.\i3) 
ina\  seem  a  smptisiiiii 
sliir  of  llie  (eleeoin 
stM'ior.  Hill  a  closer  look  a1 
tin-  !  J.^ir  (111.)  make!-  of 
telephone  ttfiiismissioii 
e([iii|>iiieiil  shows  ihe'ics 
no  m\slei'v.  W  hile  plioiie- 
sei\iee  [H'ovidets  siieh  as 
VIM  asul  liie  Ba!>\  f)elis 
slniuule  a^aiiisl  rixals. 
lellahs  specializes  in  (h(> 
soj )hi^l icale< i  coinpiiler 
swiichiiiii     |iiij)meiit  lhe^ 
ail  iiee<l  (o  uMxIeniize 
iheir  iielwork^.  SI iai'eliol< I- 
eis  coiildii  1  he  happier: 
rellal>s'  7}-ii>%  lotal  Id  in  n 
lor  the  past  thiee  Neats 
ranked  second  anionL;  the 
s\:i'  .')()()  coniptinies. 
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11 

433 

RYDER  SYSTEM 

2580.8 

24.2 

24.4 

5519.4 

7 

12 

486 

CALIBER  SYSTEM 

923.0 

-42.8 

-58.6 

2718.1 

11 

24  Utilities 

IM)l  S 

IKY  AV  kka<;f. 

.^2i'>.:^ 

11.5 

44.r> 

44.59..{ 

11 

1 

36 

PANENERGY 

6625.1 

49.8 

106.8 

7536.8 

52 

2 

64 

WILLIAMS 

6529.0 

31.0 

167.5 

3531.2 

24 

3 

82 

NORAM  ENERGY 

2041.2 

62.5 

107.0 

4788. 5y 

62 

4 

173 

SONAT 

4302.1 

44.1 

83.9 

3394.9 

74 

5 

174 

ONEOK 

795.3 

40.7 

82.2 

1234. 6y 

20 

6 

214 

COLUMBIA  GAS  SYSTEM 

3481.6 

43.6 

118.8 

3354. Oy 

27 

7 

219 

CONSOLIDATED  NATURAL  GAS 

5000.8 

24.8 

41.7 

3794.3  y 

15 

8 

251 

CINERGY 

5499.1 

19.1 

69.3 

3242.7 

7 

9 

256 

TEXAS  UTILITIES 

9068.4 

3.8 

31.3 

6550.9 

16 

10 

257 

CENTRALS.  SOUTH  WEST 

5243.7 

0.5 

14.0 

5464.0  ay 

46 

11 

262 

NICOR 

1712.3 

26.4 

45.3 

1850.7y 

25 

12 

290 

PACIFICORP 

6003.5 

1.6 

36.5 

4293. 8y 

26 

13 

294 

PEOPLES  ENERGY 

1193.7 

13.1 

34.1 

1268.2 

21 

14 

296 

SOUTHERN 

14736.1 

-4.8 

28.0 

10323.8 

12 

15 

309 

FPL  GROUP 

8367.6 

2.2 

56.4 

6036.8  y 

8 

16 

315 

AMERICAN  ELECTRIC  POWER 

7865.6 

1.7 

51.7 

5849.2 

3 

17 

320 

UNICOM 

4852.1 

-28.5 

2.0 

6937.0 

0 

18 

325 

EDISON  INTERNATIONAL 

9644.5 

33.5 

46.7 

8544. 5y 

2 

19 

328 

PACIFIC  ENTERPRISES 

2625.9 

16.4 

69.7 

2563. Oy 

9 

20 

334 

OHIO  EDISON 

3490.0 

1.6 

37.7 

2469.8 

0 

21 

346 

ENTERGY 

6110.0 

-2.7 

-3.4 

7163. 5y 

14 

22 

351 

DUKE  POWER 

9172.3 

-5.2 

35.6 

4758.0y 

2 

23 

353 

ENSERCH 

1460.2 

43.8 

37.2 

2142. 6y 

11 

24 

354 

CAROLINA  POWER  &  LIGHT 

5583.5 

4.8 

58.0 

2995.7 

0 

25 

356 

CONSOLIDATED  EDISON  CO.  OF  N.Y. 

7401.9 

1.8 

31.8 

6959.7 

6 

26 

361 

HOUSTON  INDUSTRIES 

5735.1 

6.4 

33.8 

4095.3  y 

10 

27 

369 

BALTIMORE  GAS  &  ELECTRIC 

4116.2 

5.0 

45.0 

3153. 2y 

7 

28 

376 

EASTERN  ENTERPRISES 

687.8 

-2.9 

58.9 

1007.3 

6 

29 

381 

DOMINION  RESOURCES 

7267.7 

1.9 

19.6 

4842.3  y 

4 

30 

382 

GPU 

4183.5 

8.8 

46.2 

3918.1 

3 

31 

385 

PP&L RESOURCES 

3696.6 

-2.2 

19.9 

2910.2y 

6 

32 

388 

NORTHERN  STATES  POWER 

3246.0 

-2.2 

35.8 

2654.2 

3 

33 

411 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

6508.0 

-1.9 

18.3 

6041. 2y 

3 

34 

413 

UNION  ELECTRIC 

3970.1 

-3.1 

28.9 

2260.4 

1 

35 

424 

PECO  ENERGY 

4868.1 

-21.9 

0.4 

4283.6 

2 

36 

427 

NIAGARA  MOHAWK  POWER 

1606.1 

36.9 

-31.0 

3986.0  a 

0 

37 

441 

DTE  ENERGY 

4408.0 

-8.3 

34.1 

3645.4 

0 

38 

447 

PG&E 

9234.0 

-6.3 

-8.6 

9610.0y 

0 

3  YEAR 
AVERAGE 
CHANGE 


PROFITABILITY 

12 

CHANGE 

MONTHS 

FROM 

1996 

1995 

$MIL. 

% 

-31.3 

NM  ; 

9.9 

-89 

9.5 
-17.3 

6.4 

47.5 
28.7 
16.1 
23.6 
16.8 
-0.7 
6.3 
5.8f 
5.7 
12.6 
2.2 
6.9 
-1.3 
7.1 
4.2 
3.5 
9.7 
2.8 
-4.9 
1.7 
15.7 
3.6 
5.7 
1.5 
3.5 
-1.7 
4.8 
-2.3 
3.0 
3.0 
2.1 
3.4 
1.7 
3.6 
2.5 
0.2 
1.1 
-3.6 


416.2 

361.1 
362.3 

95.1 
201.2 

56.6 
221.6 
298.3 
361.2 
840.0 
447.0a 
121.2 
504.9 
104.8 
1214.9 
603.2 
629.4 
747.5 
764.2 
210.0 
330.6 
499.0 
730.0 

22.7 
391.3 
694.1 
427.5 
310.8 

60.7 
514.7 
342.8 
357.4 
274.5 
620.1 
304.9 
543.9 
164.1a 
325.3 
755.2 


a 

19 
21 
45 

4 
30 
NM 
1297 
-4 
NM 

6 
21 

0 
43 

2 

1 


7 
2 
-11 
2 
74 
5 


0 
10 

-29 
2 
0 
-8 
-3 
-14 
15 
-25 
-44 
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INVESTMENT  DATA 

RECENT 

ESTIMATED 

NET 

RETURN  ON 

RETURN  ON 

SHARE 

12-MONTH 

EARNINGS 

EARNINGS 

MRGIN 

INVESTED 

COMMON 

PRICE 

HIGH/LOW 

P-E 

DIVIDEND 

PER  SHARE 

PER  SHARE 

1995 

CAPITAL 

EQUITY 

$ 

$ 

RATIO 

YIELD 

1996 

1997 

3.0 

-0.8 

-2.4 

32 

33/23 

-83 

1.90 

-0.38 

2.21 

3.8 

1.1 

1.4 

23 

45/16 

94 

3.08 

0.25 

1.47  1 

9.6 

.5.7 

*).9 

33 

37/27 

14 

.5.1 1 

2.34 

2.56  1 

6.1 

8.4 

15.0 

44 

47/28 

18 

2.19 

2.39 

2.50  1 

0.5 

4.7 

10.5 

42 

43/31 

19 

2.50 

2.17 

2.39  1 

2.2 

4.5 

9.7 

15 

16/8 

21 

1.88 

0.70 

0.83 

9.9 

8.4 

13.1 

50 

57/31 

21 

2.17 

2.33 

2.65 

4.2 

7.3 

13.1 

29 

31/21 

14 

4.12 

2.06 

2.05 

6.4 

6.2 

14.3 

63 

66/43 

15 

0.95 

4.12 

4.55 

0.6 

8.7 

13.8 

53 

60/42 

17 

3.68 

3.16 

3.35 

2.5 

6.5 

12.0 

35 

36/28 

16 

5. 15 

2.12 

2.54 

-0.9 

4.8 

10.5 

40 

44/39 

12 

5.20 

3.35 

3.37 

1.3 

3.7 

7.5 

25 

30/23 

17 

7.00 

1.45 

2.24 

6.7 

9.7 

16.5 

34 

37/25 

14 

3.84 

2.42 

2.43 

.4.8 

4.9 

10.6 

20 

23/20 

13 

5.30 

1.52 

1.57 

7.0 

8.5 

14.9 

34 

37/30 

1 1 

5.51 

3.00 

2.53 

.3.0 

6.1 

10.5 

22 

26/21 

13 

5.94 

1.68 

1.80 

.0.7 

7.2 

1 1.8 

46 

48/42 

14 

4.21 

3.33 

3.45 

.0.3 

5.9 

1 1.5 

42 

45/39 

13 

5.73 

3.14 

3.23 

.0.6 

4.9 

9.5 

23 

35/22 

7 

7.1 1 

3.09 

2.72 

9.4 

4.8 

10.0 

22 

23/15 

14 

4.49 

1.54 

1.71 

8.4 

6.9 

12.7 

31 

33/25 

13 

4.56 

2.37 

2.30 

.3.2 

5.6 

10.6 

23 

25/19 

1 1 

5.55 

2. 10 

2.16 

8.9 

2.7 

5.5 

27 

30/25 

15 

6.76 

1.83 

2.55 

5.3 

7.5 

12.3 

46 

53/43 

14 

4.55 

3.37 

3.59 

0.7 

0.5 

1.1 

21 

24/14 

131 

0.95 

0.16 

0.53 

2.4 

7.1 

13.5 

37 

39/34 

14 

5.10 

2.55 

2.80 

.1.1 

6.8 

1 1.4 

32 

35/26 

1 1 

5.67 

2.93 

2.93 

.1.5 

5.4 

9.2 

23 

25/21 

14 

6.63 

1.66 

1.91 

.1.5 

4.6 

8.5 

28 

30/25 

15 

5.74 

1.85 

2.32 

6.4 

7.3 

14.2 

34 

40/31 

11 

4.72 

2.97 

2.87 

0.1 

4.4 

8.2 

40 

44/37 

15 

6.39 

2.65 

3.24 

2.7 

4.5 

8.2 

35 

36/30 

14 

5.50 

2.47 

3.21 

2.7 

5.4 

10.4 

23 

26/22 

11 

7.30 

2.05 

2.06 

.0.7 

6.6 

11.0 

47 

53/45 

12 

5.87 

3.82 

3.82 

.1.5 

5.4 

9.6 

28 

32/25 

12 

7.75 

2.42 

2.68 

.4.0 

6.7 

11.1 

39 

44/36 

14 

5.53 

2.85 

3.09 

R  1 

99 

00/99 

1  n 
1  u 

9  OA 

9  9'5 

3.6 

1.9 

4.0 

11 

11/7 

13 

NA 

0.87 

1.20 

1.9 

4.1 

8.6 

30 

37/28 

14 

5.78 

2.13 

2.98 

3.9 

4.2 

7.7 

23 

28/20 

13 

5.33 

1.75 

1.91 

Powering  Up 

II  s  ;i  1  iii'iiai'oiuifl  stoiT. 
h  ^  a  laktMniM'  stock. 
And  il  s  a  (Iciegiilalioii 
|»la>.  Beiiiii  a1  the  heart  of 
ihiei'  ke\  liviids  has  paid 
of]  hii;  lor  Paiil'.n('r*i\.  a 
staj'  of  tlic  naliiral-gas  in- 
dustry. .\ftei-  siilfering 
•ntecp  loss(>s  ill  1^)00.  die 
lloiistoii  pipeline  coinpa- 
n\  has  ehariicd  back  into 
new  1\  conipeUtive  niarkefs 
siH'h  as  eneriiA  risk  man- 
aii'ement  and  ele<-tricil\ 
inarketinu'.  Now.  a  pend- 
ing merger  with  Dnke 
Power  w  ill  (  Oinplele  its 
( l  anslornial  ion  into  one  ol 
the  incjst  sncce.'^sliil  ener- 
gy-ser\ices  giants  to  ari^e 
out  of  dereiiiilation. 


FOOTNOTES  TO  TABLES  APPEAR  ON  PAGE  119; 
ALPHABETICAL  INDEX  OF  COMPANIES 
BEGINS  ON  PAGE  152 
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POWERED  BYl 
MOTOROLA 


Powered  By  Motorola. 


1 


Safety  Systems 

Mairy  cars  already  have 
remote-kevless  entry  aiui  ABS.  But 
soon,  vehicles  mil  also  spoil  <  m-hoard 
mngatioii  and  Lollismn  avuhlmce 
systam  to  help  keep  you  safe. 


Engine  Control 

Motorola  semicomiuctors. 
Thev  augment  the  performance  of  car 
engines  with  features  like  electrmtc 
fuel  injcctii  in.  anissions  control  ami 
automatic  speed  control. 


Driver  Interface 

The  neivest  generation  of  cars 
will  actually  take  care  of  you. 
Autonuitically  adiitstmg  teinf'ciatiire, 
dtmining  the  mtcnar  lights  and 
alerting  ymi  with  naming  lights. 


Step  on  it.  Because  the  unbridled  response  of  this  car  will  let  you  experience  the  power  and  control  derived  from 
Motorola  chips.  Motorola  semiconduaors  are  the  vehicles  that  accelerate  the  enthusiasm  of  automotive  engineers 
worldwide.  And  it's  this  type  of  enthusiasm  that  transfers  directly  into  applications  integral  to  today's  cars.  Providing 
drivers  with  luxuries  like  climate  control,  as  well  as  safeguards  like  anti-lock  brakes.  From  the  Automotive  Industry 
to  Consumer  Electronics,  Motorola  products  power  the  innovative  solutions  that  enable  your  success. 
Visit  us  at  http://www.motorola.com/sps/  or  call  1-800-521-6274  (Ref.  #197). 


AA)  MOTOROLA 

Semiconductor  Products  Sector 


What  yon  never  thought  possible^ 


THE  S&P 

500 


Alphabetical  List  of  Companies 


The  number  to  the  left  oj  the  compaiiy's  name  identifies  its  overall 
rank  among  Business  Weeks  new  performance  ranking  of  the  S&P 
500  compaiu'es.  That  list  begins  on  page  91.  The  numbers  immediately  to  the  right  identify  the 
rom/)an  \  's  raid\  in  market  value,  sales,  and  profits,  respectively,  among  the  500. 


OTHER  RANKINGS 


OTHER  RANKINGS 


RANK 

COMPANY  (INDUSTRY  GROUP) 

MARKET  VALUE 

SALES 

PROFITS 

RANK 

COMPANY  (INDUSTRY  GROUP) 

MARKET  VALUE 

SALES 

PROFITS 

229 

AT&T  (22) 

13 

11 

5 

A 

443 

AUTODESK  (18) 

449 

493 

446 

101 

AUTOMATIC  DATA  PROCESSING  (18) 

120 

277 

162 

48 

ABBOTT  LABORATORIES  (12) 

27 

107 

40 

220 

AUTOZONE  (8) 

336 

378 

328 

448 

ADVANCED  MICRO  DEVICES  (9) 

285 

406 

476 

132 

AVERY  DENNISON  (15) 

320 

319 

321 

393 

AETNA  (17) 

114 

68 

303 

123 

AVON  PRODUCTS  (5) 

189 

242 

223 

366 

AHMANSON(H.F.)  (17) 

314 

288 

358 

137 

AIR  PRODUCTS  &  CHEMICALS  (4) 

168 

258 

184 

206 

AIRTOUCH  COMMUNICATIONS  (22) 

1 09 

385 

307 

B 

87 

ALBERTO-CULVER  (6) 

438 

430 

41 8 

153 

BAKER  HUGHES  (11) 

271 

326 

310 

249 

ALBERTSON'S  (10) 

171 

81 

1 60 

487 

BALL  (7) 

489 

392 

458 

338 

ALCAN  ALUMINUM  (16) 

1 88 

167 

187 

369 

BALTIMORE  G&E  (24) 

318 

325 

225 

189 

ALCOA  (16) 

121 

88 

1 50 

93 

BANC  ONE  (3) 

75 

138 

52 

120 

ALLEGHENY TELEDYNE  (5) 

297 

282 

284 

111 

BANK  OF  BOSTON  (3) 

180 

215 

123 

391 

ALLERGAN  (12) 

41 1 

462 

416 

66 

BANK  OF  NEW  YORK  (3) 

86 

235 

82 

144 

ALLIEDSIGNAL  (5) 

72 

75 

81 

68 

BANKAMERICA  (3) 

32 

45 

20 

79 

ALLSTATE  (17) 

51 

31 

34 

178 

BANKERS  TRUST  (3) 

197 

159 

132 

341 

ALLTEL  (22) 

219 

321 

241 

387 

BARD  (C.R.)  (12) 

446 

460 

400 

165 

ALZA  (12) 

398 

497 

401 

110 

BARNETT  BANKS  (3) 

159 

286 

145 

459 

AMDAHL  (18) 

458 

432 

494 

394 

BARRICKGOLD  (16) 

152 

452 

294 

236 

AMERADA  HESS  (11) 

272 

140 

122 

478 

BATTLE  MOUNTAIN  GOLD  (16) 

443 

495 

479 

375 

AMERICAN  BRANDS  (5) 

173 

207 

158 

474 

BAUSCH&LOMB  (12) 

419 

409 

410 

315 

AMcRluAN  cLcCTRIC  (^4) 

190 

204 

127 

176 

BAXTER  INTL.  (12) 

111 

222 

140 

81 

AMERICAN  EXPRESS  (1/) 

46 

64 

38 

451 

BAYNETWORKS  (18) 

332 

398 

480 

179 

AMlRIUAN  UcNlkAL  (i/) 

170 

181 

139 

210 

BECTON,  DICKINSON  (12) 

230 

349 

237 

326 

AMERICAN  URccTINuS  (14) 

405 

397 

342 

288 

BELL  ATLANTIC  (22) 

48 

87 

41 

45 

AlvitKll.AN  HUMt  (12) 

33 

73 

39 

52 

BELLSOUTH  (22) 

24 

50 

21 

Q I 

AAACOIPAU  lUTI     PDHIID   M  -7\ 

16 

24 

18 

181 

BEMIS  (7) 

415 

431 

391 

ZhU 

AmtKIt AN  b  1  Unto  (lU) 

222 

52 

210 

Qn 

AMPDITPrU  f^0\ 
AMtnlltUM  KiL^j 

40 

70 

32 

125 

BENEFICIAL  (17) 

330 

405 

249 

A  a 
4y 

AlViUtN 

91 

387 

119 

492 

BETHLEHEM  STEEL  (16) 

483 

248 

493 

60 

AMOCO  (11) 

30 

18 

23 

439 

BEVERLY  ENTERPRISES  (12) 

452 

313 

440 

379 

AMP  (9) 

177 

220 

243 

239 

BIOMET  (12) 

441 

491 

392 

175 

AMR  (23) 

195 

57 

72 

398 

BLACK  &  DECKER  (15) 

377 

239 

341 

18 

ANDREW  (9) 

349 

477 

395 

450 

BLOCK  (H&R)  (17) 

364 

422 

448 

100 

ANHEUSER-BUSCH  (6) 

67 

108 

68 

192 

BOEING  (1) 

38 

34 

73 

260 

AON  (17) 

209 

278 

206 

467 

BOISE  CASCADE  (19) 

450 

233 

461 

489 

APPLE  COMPUTER  (18) 

422 

141 

498 

39 

BOSTON  SCIENTIFIC  (12) 

126 

441 

330 

77 

APPLIED  MATERIALS  (15) 

163 

274 

172 

430 

BRIGGS&STRATTON  (15) 

459 

458 

409 

372 

ARCHER  DANIELS  (10) 

146 

78 

155 

14 

BRISTOL-MYERS  SQUIBB  (12) 

12 

69 

22 

472 

ARMCO  (16) 

499 

427 

453 

314 

6R0WN-F0RMAN  (6) 

370 

436 

332 

330 

ARMSTRONG  WORLD  (6) 

379 

394 

333 

444 

BROWNING-FERRIS  (21) 

212 

205 

483 

371 

ASARCO  (16) 

461 

353 

364 

171 

BRUNSWICK  (14) 

382 

324 

317 

313 

ASHLAND  (11) 

381 

92 

339 

67 

BURLINGTON  NORTHERN  SANTA  FE  (23) 

113 

155 

93 

91 

ATLANTIC  RICHFIELD  (11) 

73 

53 

42 

332 

BURLINGTON  RESOURCES  (11) 

253 

453 

264 
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DEi_iTY  Is   Discount  Broker  a  be: 


Switch  to  the  account  that  puts  you 
on  top  of  all  your  investments. 


Save  over  $2,000  a  year  with  the  Fidelity  Ultra  Service  Account' 


Full-Cost  Brokers 

Fidelity 

Savings 

Annual  Fee 

(for  active  accounts') 

$0 

$S3 

Commissions!' 

$3,070 

$1,265 

$1,805 

Margin  Interest^ 

(on  $25,000  balance) 

$2,  SOS 

$2,075 

$433 

Total  Savings: 

$2,321 

And  brings  down  your  costs. 


The  Fidelity  Ultra  Service  Account®  can  help  lower  your  costs. 
Without  sacrificing  the  seiTices  you  may  need. 

Access  to  cash.  7  days  a  week,  24  hours  a  day. 

\'ou  can  make  ATM  withdrawals.  Write  checks.  Use  a  free  Visa® 
Gold  Check  Card.  Even  go  online  to  place  orders. 

Unlimited  investment  opportunities. 

Buy  stocks.  Options.  Fixed-income  securities.  Precious  metals. 
UITs.  CDs.  T-bills.  Even  IPOs  and  secondary  offerings. 

Largest  selection  of  mutual  funds  in  the  nation. 

Fidelity  FundsNetwork""  offers  over  3,300  mutual  funds,  from 
over  300  fund  families.  Hundreds  come  with  no  load  and  ai'e 
available  without  paying  a  transaction  fee  to  Fidelity.' 

Up-to-the  minute,  third-party  research. 

Our  Real-Time  Research'^'  package  gives  you  reports  from 


Momingstar  Standard  &  Poor's.  Investor's  Monthly  FundsNetwork 
FundScreens.  Even  Argus.  First  Call.  And  Vickers. 

Total  control  over  your  portfolio. 

Your  monthly  statement  tells  you  the  net  value  of  your  portfolio. 
The  transactions  you've  made.  The  cost  b;tsis  on  all  your  mutual 
funds.  And  your  monthly  and  year-to-date  earnings. 

Substantial  savings  over  your  full-cost  broker. 

You  save  on  annual  fees.  On  margin  rates  and  on  commissions. 
As  shown  above,  we  could  save  you  as  much  ;us  $2,321  annually. 

So  switch  to  the  Fidelity  Ultra  Seivice  Account.  (Questions?  Our  reps 
are  alwa\'s  ready  to  talk  with  \ou.  24  haul's  a  da\'.  7  days  a  week. 

Request  your  Fidelity  Ultra  Service  Account  kit. 
Call  us  today. 


Fidelity 
inuesimenis® 


1-800-544-2898 


www.fidelity.com 


TDD  SERVICE:  1-800- S44-01 18  for  the  deal  and  hearinj;-inipaired  9  a.m.-9  p.m.  EX. 

For  more  complete  information  on  any  fund  available  through  Fidelit)  intiudin}>  charges  and  expenses,  call  for  a  free  prospectus. 
Please  read  it  carefully  before  you  invest  or  send  money. 

'Active  accounls  are  th(l^e  witii  al  lL'a.st  one  comniissionabie  trade  per  year.    'Based  on  an  October        sui-vey  of  certain  lull-cost  brokers  for  10  c(|iiity 
trades  of  500  shares  al  $,i()/share.  Mininnini  commissions  are  subject  to  change.  Savings  will  vai>  bitsed  on  the  size  and  nature  of  trades.  The  commissions 
In  the  above  chart  represent  an  average  taken  from  the  survey    ^Margin  Interest  represents  annual  interest  charges  for  an  average  of  three  full-cost  brokers' 
margin  rates  of  9.3%,  9.5%  and  10%,  biused  on  a  1/1-1/97  survey  Fidelity's  margin  interest  is  biused  on  an  8%  rale.  All  margin  rates  compounded  monthly 
Mil  fees  as  described  in  the  fund's  prospectus  apply  For  more  information  on  the  FundsNetwork  program,  call  for  a  FundsNetwork  I'erfoimaiice  Uirecioty. 
Fidelitv  I  lira  Semce  is  a  service  of  Fidelilv  Brokerage  Senices,  Inc  Vlember  WSF.  .SIPC.  2b/2'll5s.ll6l 
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llic  tiiiiiibcr  to  l/ir  Icfl  oj  the  com/)ain  's  tiaiiie  identifies  its  orenill  rank  ainong  Business 
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OTHER  RANKINGS 


OTHER  RANKINGS 


RANK 

COMPANY  (INDUSTRY  GROUP) 

MARKET  VALUE 

SALES 

PROFITS 

RANK 

COMPANY  (INDUSTRY  GROUP) 

MARKET  VALUE 

SALES 

PRCFiTS 

107 

CPC  INTERNATIONAL  (10) 

130 

126 

138 

205 

CRANE  (21) 

451 

416 

403 

c 

156 

CROWN  CORK  &  SEAL  (7) 

199 

153 

246 

bADLtlnUiioYolCIVio  \  iO) 

299 

449 

325 

233 

CSX  (23) 

148 

115 

94 

^OD 

LALlDtK  Old  1  tm  \Zo] 

480 

352 

460 

237 

cue  INTERNATIONAL  (21) 

155 

401 

378 

1  0*3 

IfAmrDtLLoUUr  \ 

71 

163 

117 

404 

CUMMINS  ENGINE  (2) 

420 

227 

340 

TADnilUADnUUCD    <  O  A  \ 

LAnULIriA  rUWtK  Kc.^) 

256 

337 

189 

318 

CVS  (12) 

292 

218 

272 

l/Aot  \  10) 

331 

230 

207 

465 

CYPRUS  AMAX  MINERALS  (16) 

414 

344 

417 

1 06 

rATCDDIIIAD  MC^^ 

98 

59 

55 

£  to 

l>tN  1  t  A    (  1  o) 

468 

293 

399 

OCT 

270 

221 

177 

D 

L t KlUIAN  1  i  o; 

387 

438 

320 

UANA  \Z) 

361 

162 

229 

^  1  o 

LnAIVIrlUNirilL.  Kiv) 

325 

203 

359 

458 

DAnOEN  KEblAUnANTb  (14) 

471 

323 

415 

491 

LnAKMINb  onUrrtb  (o) 

497 

467 

484 

363 

nATAPrUCDAI  MO\ 

UAIAbtNtKAL  (lo) 

488 

448 

449 

1 1 2 

LHAbt  mANHAI  IAN  \6) 

26 

29 

29 

1 49 

DAYTON  HUDSON  (8) 

181 

25 

166 

p u r\/Dn M  / 1  1  \ 

29 

16 

27 

38 

DEAN  WITTlR,  DlbCOVER  (1/) 

1  10 

136 

86 

by 

PUDVCICD  (0\ 

59 

9 

12 

114 

Uttnt  (lb) 

137 

103 

97 

238 

P  U  1 IDD    M  ■?  \ 

150 

195 

115 

3 

DELL  COMPUTER  (18) 

116 

166 

148 

118 

UluNA  ( 1  /  } 

124 

51 

77 

417 

DELTA  AIR  LINES  (23) 

236 

90 

267 

J  /O 

PIMPIUMATI  KAII  APDnU    /1  \ 

LINLINNAM  MILALKUN  lib) 

482 

426 

423 

464 

DELUXE  (18) 

390 

413 

425 

251 

PIfclCDPV  /0/1\ 

UlNcRbY  (^4) 

259 

317 

200 

485 

DIGITAL  EQUIPMENT  (18) 

268 

79 

495 

27 1 

piDPiiiT  piTv  cxnorc  ic\ 
UIKtUII  tiTY  blUKbb  (b) 

366 

169 

351 

402 

DILLARD  DEPT.  STORES  (8) 

356 

193 

273 

4 

picpn  cwcTcujic  /  1  o\ 
CISbQ  oYSTlMS  (io) 

35 

223 

79 

96 

DISNEY  (WALT)  (14) 

23 

39 

50 

86 

CITICORP  (o) 

18 

21 

1 1 

381 

DOMINION  RESOURCES  (24) 

200 

241 

151 

99 

CLuKOX  (b) 

228 

377 

276 

463 

DONNELLEY  (R.R.)  (21) 

298 

189 

488 

1 04 

CUAbTAL  ( 1 i ) 

276 

100 

156 

80 

DOVER  (15) 

252 

262 

190 

25 

pnpA  pni  A   1  a  \ 
COCA-COLA  (d) 

2 

54 

14 

217 

DOW  CHEMICAL  (4) 

77 

44 

37 

INC 

UUGNIZANT  (ZD 

254 

425 

309 

358 

DOW  JONES  (20) 

328 

366 

312 

1 39 

COLGATE-PALMOLIVE  (6) 

100 

143 

126 

245 

DRESSER  INDUSTRIES  (15) 

261 

182 

260 

214 

COLUMBIA  GAS  (24) 

343 

31  1 

287 

484 

DSC  COMMUNICATIONS  (22) 

403 

445 

465 

50 

COLUMBIA/HCA  HEALTHCARE  (12) 

50 

46 

48 

441 

DTE  ENERGY  (24) 

303 

295 

218 

426 

COMCAST  (20) 

307 

266 

473 

351 

DUKE  POWER  (24) 

160 

246 

1 12 

1 80 

COMERICA  (3) 

216 

345 

186 

488 

DUN  &  BRADSTREET  (21) 

31 1 

393 

468 

8 

COMPAQ  COMPUTER  (18) 

68 

56 

58 

58 

DUPONT  (4) 

15 

13 

13 

187 

COMPUTER  ASSOCIATES  (18) 

90 

273 

239 

201 

COMPUTER  SCIENCES  (18) 

260 

228 

334 

360 

CONAGRA  (10) 

112 

30 

291 

E 

253 

CONRAIL  (23) 

184 

290 

213 

376 

EASTERN  ENTERPRISES  (24) 

492 

470 

431 

141 

CONSECO  (17) 

250 

330 

250 

339 

EASTMAN  CHEMICAL  (4) 

308 

244 

194 

356 

CONSOLIDATED  EDISON  (24) 

196 

179 

116 

150 

EASTMAN  KODAK  (14) 

49 

65 

83 

219 

CONSOLIDATED  NATURAL  GAS  (24) 

282 

283 

236 

241 

EATON  (9) 

257 

178 

208 

302 

COOPER  INDUSTRIES  (9) 

289 

225 

224 

319 

ECHLIN  (2) 

418 

314 

356 

415 

COOPER  TIRE  &  RUBBER  (2) 

436 

434 

384 

495 

ECHO  BAY  MINES  (16) 

474 

499 

489 

457 

COORS (ADOLPH)  (6) 

490 

424 

444 

184 

ECOLAB  (6) 

400 

439 

381 

146 

CORESTATES  FINANCIAL  (3) 

127 

307 

135 

325 

EDISON  INTERNATIONAL  (24) 

154 

149 

102 

258 

CORNING  (15) 

175 

292 

211 

442 

EG&G  (21) 

475 

443 

439 

228 

COSTCO  (8) 

281 

43 

279 

16 

EMC  (18) 

178 

382 

191 
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Andrews  Anker, 
CEO,  HotWired,  Inc. 


There  are  cool  places  on  the  Internet.  And  then 


there  are  truly  hot  ones-hke  the  HotWired" 


Network  (www.hotwired.com),  sening  over  two 


To  create  one  of 
the  most  dynamic 
Web  sites,  HotWired 
clicked  on  Sybase. 


milhon  page  views  every  day.  Wliat  helps  HotWired  generate  all  this  heat?  Sybase™  We  provide  the  database  and  Internet 


Internet  Solutions 


solutions  that  run  their  site  end-to-end.  We  make  it  dynamic.  Person;ilized. 


Different  every  time  you  see  it.  We  even  help  track  visitors'  browsing  habits,  so  content  is  automatically  updated  with 
each  visit.  Which  is  why  more  of  the  top  Internet  sites  run  on  Sybase  than  any  other  solution.  For  a  more  in-depth  look 


at  what  we've  done  for  HotWired,  visit  www.sybase.com/liotwired.  Or  cidl 
us  at  1-800-8-SYBASE.  It's  where  the  most  dynamic  Web  sites  begin.  www.sybase.com 


i  Sybase 


©lt)<)7  Sybase,  hit  Svb-.l^e  and  ilu-  Svhjst-  hign  .iru  n-piskTL-d  trademarks  of  Sybase,  Int.  OuiMde  ihe  I  S  ,  tall  I -^lIH-iST-^StH  iOOUd""')  MoiWiri-d  and  llu'  llniWired  d^■sl^;ll  Ifi^i)  art-  lr.idi-iiiarks  of  Uirt  J  VL-iiluri's  Int 


SIEMENS 


1874  That  was  then. 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable 
between  Ireland  and  America.  That  cable  was  manufactured  by  Siemens.  It 
could  earn/  22  messages  at  one  time,  and  it  carried  the  world  into  a  new  era  of 
communications. 


©Siemens  Corporation  1997 


1997.  This  is  now. 


Telecommunication  companies  and  businesses  rely  on  Siemens  technology  to 
send  and  receive  voice,  data  and  video  simultaneously  over  a  single  line.  Our 
systems  make  it  possible  for  sophisticated  applications  such  as  telecommuting, 
work  group  collaboration  and  advanced  customer  service  solutions  that  improve 
efficiency  and  productivity.  Telecommunications  is  just  one  of  the  many  technol- 
ogies developed  and  produced  by  47,000  Siemens  people  nationwide-superior 
technologies  designed  to  keep  you  in  touch  with  innovation. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '97.  Box  8003,  Trenton,  New  Jersey  08650 


Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 

Visit  our  web  site  at  www.siemens.com  on  the  Internet 
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115 

EMERSON  ELECTRIC  (9) 

64 

102 

78 

283 

GOODRICH  (B.F.)  (4) 

408 

388 

385 

211 

ENGELHARD  (4) 

358 

322 

350 

445 

GOODYEAR  TIRE  &  RUBBER  (2) 

186 

85 

390 

151 

ENRON  (21) 

141 

82 

136 

382 

GPU  (24) 

317 

276 

212 

353 

ENSERCH  (24) 

453 

395 

454 

377 

GRACE  (W.R.)  (4) 

280 

303 

297 

346 

ENTERGY  (24) 

233 

176 

157 

259 

GRAINGER  (W.W.)  (21) 

322 

298 

299 

124 

EXXON  (11) 

3 

3 

1 

370 

GREAT  A&P  (10) 

470 

121 

420 

434 

GREAT  LAKES  CHEMICAL  (4) 

383 

390 

265 

307 

GREAT  WESTERN  FINANCIAL  ( 1 7) 

226 

301 

379 

F 

19 

GREEN  TREE  FINANCIAL  (17) 

269 

472 

226 

A  1 

CAMMirRJIAC  M7\ 
rANIilt  IVlMt  \  i  /  I 

31 

27 

25 

95 

GTE  (22) 

25 

38 

24 

0*30 

rtUcKAL  CArnLoo 

239 

109 

227 

344 

GUIDANT  (12) 

291 

468 

424 

1  / 

rtUcKALnUlVILLUAn  \  1  /  ) 

65 

99 

61 

ccncDATcn  nroT  cthdcc  (^\ 
rtUcKAItU  ULrl.  olUnto  \0) 

205 

67 

257 

rlrln  I ninU  DANuUKr  Ko) 

172 

423 

214 

H 

26 

FIRST  BANK  SYSTEM  (3) 

136 

333 

108 

1  1  Q 
1  1  9 

U  A  1  1  ID  1  IDTn  M    M  1  ^ 

nALLlDUKiUN  \  i  I) 

193 

170 

234 

35 

FIRST  CHICAGO  NBO  (3) 

78 

128 

51 

279 

UADPnilDT  PCUCDAI  ( 

rlAKLUUKI  utntKAL  \o) 

347 

310 

315 

78 

FIRST  DATA  (18) 

89 

238 

125 

455 

HAnLAND  (JOHN  H.)  do) 

484 

488 

467 

32 

FIRST  UNION  (3) 

57 

117 

49 

1 3 1 

HAnNloCnrEbtn  (lb) 

423 

339 

374 

103 

FLEET  FINANCIAL  GROUP  (3) 

98 

158 

89 

407 

HARRAH  S  ENTERTAINMENT  (14) 

429 

435 

394 

352 

FLEETWOOD  ENTS.  (13) 

479 

341 

412 

303 

HARRIS  (9) 

374 

289 

316 

461 

FLEMING  (10) 

493 

61 

452 

343 

HASBRO  (14) 

337 

334 

306 

198 

FLUOR  (21) 

264 

98 

254 

33 

HEALTHSOUTH  (12) 

221 

370 

288 

212 

FMC  (15) 

393 

237 

290 

1 60 

HEINZ  (H.J.)  (10) 

97 

132 

118 

246 

FORD  MOTOR  (2) 

34 

2 

9 

142 

HELMERICH  &  PAYNE  (11) 

472 

496 

438 

277 

FOSTER  WHEELER  (21) 

439 

268 

411 

367 

HERCULES  (4) 

290 

400 

219 

309 

FPL  GROUP  (24) 

185 

202 

133 

267 

HERSHEY  FOODS  (10) 

208 

270 

253 

275 

FREEPORT-McMORANC&G  (16) 

225 

410 

285 

51 

HEWLETT-PACKARD  (18) 

17 

14 

26 

167 

FRONTIER  (22) 

341 

360 

293 

20 

HFS  (21) 

176 

479 

329 

322 

FRUIT  OF  THE  LOOM  (6) 

363 

368 

349 

295 

HILTON  HOTELS  (14) 

277 

411 

344 

98 

HOME  DEPOT  (8) 

60 

48 

88 

480 

HOMESTAKE  MINING  (16) 

404 

484 

450 

G 

133 

HONEYWELL  (9) 

157 

172 

188 

97 

GANNETT  (20) 

131 

253 

128 

135 

HOUSEHOLD  INTL.  (17) 

153 

234 

147 

61 

GAP  (8) 

167 

226 

175 

361 

HOUSTON  INDUSTRIES  (24) 

247 

261 

183 

270 

GENERAL  DYNAMICS  (1) 

304 

297 

255 

410 

HUMANA  (12) 

354 

183 

459 

42 

GENERAL  ELECTRIC  (5) 

1 

6 

2 

446 

GENERAL  INSTRUMENT  (9) 

352 

354 

463 

209 

GENERAL  MILLS  (10) 

142 

217 

176 

1 

286 

GENERAL  MOTORS  (2) 

28 

1 

8 

71 

IBM  (18) 

11 

8 

6 

129 

GENERAL  RE  (17) 

107 

154 

92 

202 

IKON  OFFICE  SOLUTIONS  (5) 

243 

254 

324 

177 

GENERAL  SIGNAL  (9) 

406 

399 

369 

30 

ILLINOIS  TOOL  WORKS  (15) 

140 

236 

161 

264 

GENUINE  PARTS  (21) 

258 

21 1 

217 

348 

INCO  (16) 

238 

328 

331  : 

460 

GEORGIA-PACIFIC  (19) 

210 

89 

338 

108 

INGERSOLL-RAND  (15) 

265 

185 

202 

380 

GIANT  FOOD  (10) 

427 

275 

382 

482 

INLAND  STEEL  (16) 

478 

249 

422 

483 

GIDDINGS  &  LEWIS  (15) 

498 

482 

466 

I 

INTEL  (9) 

4 

40 

7 

28 

GILLETTE  (6) 

36 

127 

87 

494 

INTERGRAPH  (18) 

500 

465 

477 

127 

GOLDEN  WEST  (17) 

319 

357 

197 

396 

INTERNATIONAL  FLAVORS  (4) 

278 

442 

314 
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Ahhh.  The  rewards  of 
being  well-connected. 


;V(-r//)/r,-./  Wniiill'rii-s'  Mriiilhr 
Dull  KnniV 
Sillcs  .  Ivsot  ;(//(• 
/iriiuL'lyii.  \cii  )i,rh 


Ahhh.  The  rewards 
of  ConnectFirst. 

Free  First  Class  upgrade, 
plus  1,000  Bonus  Miles. 

Sonic  people  think  yon  need  the 
kind  of  eonneeti(jns  that  come  w  ith 
wealth  or  tame  to  get  special  treatment 
on  an  airplane.  But  on  Northwest,  all 
you  need  is  ConnectFirst. 

Northwest  Airlines  Conneetl-irst 
offers  a  free  upgrade  to  First  Class 
Lipon  making  your  reservation  pkis 
l.OOO  WorldPerks"  Bonus  Miles 
roundtrip  when  you  take  a  t|ualifying 
connecting  flight  at  a  full  Coach  fare. 

Make  the  right  connections. 
Call  l-80()-22S-2S2S  or  your  trawl 
auent  todav. 


WWW 


@ NORTHWEST 
ConnectFllst" 


1  •  8   O  O 


2   2   5   *  2   5   2  5 


•irst  Class  Upgrade  Conditions:  First  Class  seating  is  available  only  on  |et  flights.  Travel  in  First  Class  using  a  -UP  (or  -UPLINK  for  select  Airlink  travel)  tare  is  valid  m  niost,  but  not  all,  f  Joi  th  American 
narkets  on  connecting  flights  through  Detroit,  Minneapolis/St.  Paul  or  Memphis  v/hen  the  itinerary  includes  a  stop  or  a  change  of  aircraft,  at  one  of  these  hub  locations  Upgrade  offer  ma/  be  available  on 
?t  portion  of  travel  when  connecting  to  select,  qualifying  Airlink  flights.  Reservations  in  First  Class  are  required:  seats  are  limited.  Passenger  must  travel  in  First  Class  if  seats  are  available.  Because  this  program 
.  so  popular  a  First  Class  seat  may  not  always  be  available.  If  not.  we'll  double  your  WorldPeri-s  miles  (or  that  segment  of  your  trip.  These  fares  may  not  be  used  m  conjunction  with  certain  certificates, 
oupon  discounts,  upgrades,  bonus  or  promotional  offers/tickets.  Other  restrictions  may  apply.  Bonus  Miles  Conditions:  Earn  500  Bonus  Miles  each  way,  Valid  for  all  classes  of  service  on  flights  connecting 
nrough  Detroit,  Minneapolis/St.  Paul  or  Memphis  when  the  itinerary  includes  a  change  of  aircraft  and  flight  number  Does  not  apply  on  flights  to  Europe  or  Asia, 

&I997  Northwest  Airlines,  Iric    Northwest  ree/cles  enough  paper  products  m  one  /ear  to  :.ave  over  6,874.000  gdllon^  of  wdier  Cs 


A  memory  promotion  may  not  seem  like  a  big 
tiling.  Then  again,  you've  probably  never  seen  a 
promotion  like  this  before.  Thanks  to  Microsoft" 
and  Kingston,®  users  of  Microsoft  software  are  headed  for  the 
next  level  of  computing  with  a  special  opportunity  to  get  32MB 
of  Kingston  memory  for  only  $199.*  With  more  memory,  you'll 
be  ready  for  all  kinds  of  possibilities.  Soon, 
software  will  allow  your  PC  to  talk,  listen, 
even  learn  from  you  while  you  work. 
So  it  becomes  an  intelligent,  intuitive 
partner.  You  could  find  yourself  retrieving 
nformation  from  the  Internet  at  light  speed. 
Browsing  interactive  malls.  Or  playing 
3D  games  that  possess  the  texture  and 
richness  of  reality.  Whatever  you  do,  memory  is  the  magic  that 
makes  it  all  happen.  And  now,  ,— ?e 
thanks  to  this  ground-breaking 
promotion,  you  can  take  your 
older  PC  to  the  next  level  of 
performance.  Want  a  road  map 
to  your  PC's  future?  Just  look 
for  the  Hardware  Migration  Guide  posted  on  our  Web  site  at 
www.kingston.com/bw.htm.  To  place  your  memory  order,  call 


Special  memory  offer  for 
Microsoft  customers 


www.microsoft.com/ promo/k  ingston.htm 


your  preferred  reseller;  or  call  us  toll-free  at  (888)  435-5451. 


Microsoft 


COMPUTING   WITHOUT   L  I  M  1  T  S' 
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364 

INTERNATIONAL  PAPER  (19) 

117 

42 

232 

285 

MAY  DEPARTMENT  STORES  (8) 

133 

105 

INTERPUBLIC  GROUP  (21) 

321 

362 

302 

355 

MAYTAG  (6)  ' 

416 

301 

ITT  '14) 

214 

188 

266 

191 

MBIA  (17) 

313 

437 

ITT  HARTFORD  GROUP  (17) 

174 

93 

482 

9 

MBNA  (3) 

128 

335 

ITT  INDUSTRIES  (5) 

368 

144 

286 

476 

McDERMOTT  INTL.  (15) 

469 

166 

MCDONALD'S  14) 

45 

169 

MCDONNELL  DOUGLAS  (1) 

106 

JK 

73 

McGRAW-HILL  (20) 

279 

374 

JAMES  RIVER  (19) 

394 

212 

343 

109 

MCI  COMMUNICATIONS  (22) 

61 

113 

JEFFERSON-PILOT  '17) 

323 

396 

230 

400 

MEAD  '19) 

371 

138 

JOHNSON  CONTROLS  (15) 

340 

113 

271 

31 

MEDTRONIC  (12) 

95 

15 

JOHNSON  &  JOHNSON  (12) 

10 

36 

19 

170 

MELLON  BANK  (3) 

143 

438 

JOSTENS  '15) 

486 

485 

447 

420 

MERCANTILE  STORES  (8) 

433 

462 

KAUFMAN  &  BROAD  (13) 

495 

421 

474 

6 

MERCK  '12) 

5 

336 

KELLOGG  (10) 

99 

187 

149 

265 

MEREDITH  (20) 

457 

293 

KERR-McGEE  (11) 

367 

407 

289 

24 

MERRILL  LYNCH  (17) 

93 

225 

KEYCORP  (3) 

122 

213 

100 

40 

MGIC  INVESTMENT  (17) 

300 

63 

KIMBERLY-CLARK  (19) 

54 

83 

53 

298 

MICRON  TECHNOLOGY  (9) 

202 

269 

KING  WORLD  (14) 

455 

486 

360 

2 

MICROSOFT  (18) 

6 

428 

KMART  !8) 

263 

20 

280 

349 

MILLIPORE  (9) 

428 

218 

KNIGHT-RIDDER  (20) 

333 

351 

256 

148 

MINNESOTA  MINING  (15) 

39 

244 

KROGER  (10) 

217 

26 

205 

157 

MOBIL  (11) 

22 

317 

MONSANTO  (4)  ' 

66 

431 

MOORE  18) 

413 

L 

54 

MORGAN  STANLEY  (17) 

145 

333 

LAIDLAW  (21) 

306 

374 

370 

122 

MORGAN  (J. P.)  (3) 

74 

27 

LILLY  (ELI)  (12) 

21 

171 

46 

227 

MORTON  INTERNATIONAL  (4) 

249 

324 

LIMITED  (8) 

286 

146 

181 

347 

MOTOROLA  (9) 

41 

345 

LINCOLN  NATIONAL  (17) 

237 

184 

152 

250 

LIZ  CLAIBORNE  (5) 

372 

389 

347 

29 

LOCKHEED  MARTIN  (1) 

85 

23 

56 

N 

88 

LOEWS  (17) 

125 

41 

54 

368 

NACCO  INDUSTRIES  (15) 

496 

342 

LONGS  DRUG  STORES  (12) 

473 

347 

433 

337 

NALCO  CHEMICAL  (4) 

401 

230 

LOUISIANA  LAND  (11) 

442 

475 

414 

59 

NATIONAL  CITY  '3) 

135 

493 

LOUISIANA-PACIFIC  (19) 

412 

365 

490 

468 

NATIONAL  SEMICONDUCTORS  (9) 

339 

196 

LOWE'S  (8) 

248 

147 

240 

359 

NATIONAL  SERVICE  (9) 

434 

287 

LSI  LOGIC  (9) 

324 

456 

355 

12 

NATIONSBANK  i3i 

43 

INC 

LUCENT  TECHNOLOGIES  (22) 

37 

32 

74 

481 

NAVISTAR  INTERNATIONAL  2) 

491 

281 

NEW  YORK  TIMES  (20) 

312 

89 

NEWELL  15: 

242 

M 

408 

NEWMONT  MINING  (15) 

301 

255 

MALLINCKRODT  (12) 

365 

379 

308 

427 

NIAGARA  MOHAWK  (24) 

447 

350 

MANOR  CARE  '12) 

437 

447 

421 

262 

NinOR  (24) 

435 

121 

MARRIOTT  INTL.  (14) 

206 

118 

228 

7 

NIKE  (6) 

70 

140 

MARSH  &  Mclennan  (i7) 

183 

259 

171 

82 

NORAM  ENERGY  (24) 

421 

273 

MASCO  (13) 

251 

318 

238 

421 

NORDSTROM  s 

373 

197 

MATTEL  (14) 

203 

285 

195 

291 

NORFOLK  SOUTHERN  (23) 

134 

rii/ik  among  Busines. 
s.  see  pao'c  152. 
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383 
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I  RE  G  T  0  R  Y 


Canon 

www.canon.coni 

Canon  Computer  Systems 

www.ccsi. canon. com 
Casio 

www.casio.com 
Chevrolet  Motor  Division 

\v  ww.c  lievro  I  et  .com  /  car 
Chrysler 

ww\v.chr\'slercorp.com/ 

Cisco  Systems 

www.cisco.coni 

The  CIT  Group 

mvw.citgroup.com 

CNF  Transportation,  Inc. 

www.cni.com 

Compaq 

www.compaq.com 
Computer  Associates 

www.  cai.com 

Consolidated  Freightways 

www.cFw\'.coni 
Delta  Air  Lines 
v\\vw.deifa-air.com 
Digital  PC 

www.windows.digital.com 
Diners  Club  International 
www.dinersclub.com 
Ericsson 

www.ericsson.se/ systems/ gsm 

Fidelity  Investments 

www.fid-inv.com 

Flexilnternational  Software 

www.tlexi.com 

Ford 

www.ford.com/ 
France  Telecom 


www.francetelecom.com 


Fujitsu 

www.tujitsu.coni 

Fujitsu  PC  Corporation 

www.tujitsu-pc.com 

GE  Information  Services 

www.geis.com 

General  Motors 

www.gm.coni 

Hewlett-Packard 

vww.hp.com 

Hilton  Hotels 

wvvw.iiilton.com 

Hitachi 

www.hitachi.com 
Honda 

www.honda.com 
Hyatt  Hotels  Corporation 
www.  h\att,coni 
Hyperion  Software 

www.hvsott.coni 
IBM 

www.ibni.coni 
Imation 

www.imation.com 
Informix 

www.informix.coni 
Intel 

wwwintel.com/ 
International  Institute  for 
Management  Development 

wwwiiiid.ch/ 
ITT  Hartford 
www.ittharttord.coni 
Kingston  Technology 

www.isingston.coni/ 
bw.htni 

Kinko's  Corporate 

wAvw.kmkos.com 
Lawson  Software 
www.  Lawso  n .  CO  m 
Lexus 

wwwlexususa.com 
Lincoln-Mercury 
www.lincolnmercuPi'.com 
Lotus 

www.lotus.com 
Lucent  Technologies 
www.lucent.com 
Lufthansa 

wwvvlufthansa-usa.coni 


Mail  Boxes  Etc. 

www.mbe.com 
MCI 

www.mci.coni 

Mercedes-Benz 

www  usa.mercedes-benz.coni 

Merrill  Lynch 

www.ml.coni/ 

Microsoft 

www  mic rosott.com/ 
Mississippi  Power 

www.mspower.com/ecodev 
NCR 

www.ncr.com 
Netcom  On-Line 
Communication  Services 
www.  netcom.com 
Norfolk  Southern 
www.nscorp.com 
Northrop  Grumman 
www.  northgrum.com 
Novell 

www.noveil.coni 
Okidata 

www.okidata.com 

Open  Market 

www.  openmarket.com 

Oracle  Corporation 

www.oracle.com 

Palm  Computing 

A  division  of  U.S.  Robotics 

www.usr.Lom/palni 

PeopleSoft 

www.peoplesoft.com 

The  Principal  Financial  Group 

www.principal.com 

Praxair 

w\\-wpraxair.coni 

PSINet 

www.psi.net/ 

QUALCOMM 

www.qualcomm/ com/ cdma/ 

Raytheon 

www.ra\'theon.com 

Ricoh  Corporation 

www.ricoh.coin 

Republic  National  Bank 

www.rnb.com 

Roberts  Express,  Inc. 

www.roberts.com 


RPS,  Inc. 

www.shiprps.com 
SAP 

www.sap.coni 
SAS  Institute 
www.sas.com/ 
Charles  Schwab 
www.schwab.com 
Sharp 

www.sharp-usa.coni/ 
Siemens 

www.siemens.com 
Silicon  Graphics 
www.sgi.coni 
SkyTel 

www.skytel.coni 
Sprint 

www.sprint.coiii 
Sun  Microsystems 
www.sun.com 
Sybase 

www.sj'base.com 
Symantec 
www.syniantec.coni 
Texas  Instruments 
wwwti.com 
Toshiba  America 
Information  Systems 
conipnters.toshiba.com 
Toyota  Motors 
www.tovota.coni 
T.  Rowe  Price 
www.troweprice.coni 
Unisys 

www.unisvs.com 
United  Airlines 
www.ual.com 
UPS 

www.ups.com 
U.S.  Robotics 

www.usr.coiii 
U.S.  Web 
wwrw.usweb.com 
The  Vanguard  Group 

www.vaiiguard.coni 
Visioneer 

www.visioneer.com 


Sometimes  opportunity  knocks. 

Sometimes  it  blows  through  your  door, 
charges  through  your  office, 
kicks  the  feet  out  from  under  you, 
jumps  on  your  chest 
and  stares  you  in  the  face. 


For  a  limited  time  (translation:  do  something  about  this  today),  Compaq  is  offering  some  exceptional  incentives 
on  some  very  exceptional  products,  all  of  which  can  give  your  business  a  competitive  advantage. 


COMPAa 

Has  It  Changed  Your  Life  Yeti 


Compaq  Armada  4100  Family 

Refiuccd  up  to  27"  b* 
Frt-c  Li-Ion  Handir  Battiry 
with  Armada  4120  (thru  3/il/97)" 


Compaq  LTE  5000  Family 

Prices  reduced  up  to  9%"  on 
LTE  5380  and  LTE  5400  models. 


Compaq  Armada  1100  Family 

Starts  at  Sl,29y 
Free  PC  Card  Modem  witii  any  model 
(thru  5/!l/97):- 


Compaq  Professional  Workstation  5000 

Starts  at  S  3,900.'  (Select  models,  after  dealer  rebate.  I 
Free  64MB  memory  module  with  purchase  of  single 
processor  3-D  graphics  model  (thru  4/30/97)V 
(Monitor  sold  separately.) 


Compaq  Netelligent  Networking  Products 

Networkini?  Interlace  Cards  reduced  up  to  1 3%.* 
Hubs  reduced  up  to  44"b.' 
Switches  reduced  up  to  35%.* 


Compaq  Deskpro  2000  Family 

Starts  at  51,149"  for  models  with 
133MHz  Pentium"  processor  and  1.2GB  HD. 
Compaq  V70  color  monitors,  starting 
at  $697,*  sold  separately. 


Compaq  Deskpro  4000  Family 

Starts  at  S  1,299*  for  models  with 
133MH/  Pentium  processor  and  1.2GB  HD. 
Compac)  P70  color  monitors,  starting 
at  $899,*  sold  separately. 


Compaq  Deskpro  bOOO  Family 

Starts  at  S  1,999*  tor  models  with 
166MH/  Pentium  processor  and  1GB  HD. 
(.Monitor  solil  separately) 


Compaq  ProLiant  800 

Free  32MB  memory 
module  (thru  4/!0/97).** 


Compaq  ProSignia  200 

Free  IbMB  memor\  module 
(thru  4/30/97)" 
ProSignia  SOO  starts  at  S  1,333* 


Compaq  ProLiant  5000/5000R 

Reduced  up  to  IPo,'  Free  additimial  priit.rss<jr  with 
purchase  of  ProLiant  5000  6/166  server  (thru  4/S0/97)" 
Two-tor-one  6/  166  processor  option  kits  (thru  4/  30/97)' 


To  jump  on  this  opportunity,  find  your  local  reseller  at  1-800-853-9588,  or  visit  us  at  wwxA.compaq.com/us 


■icejs  and  price  reduction  percentages  shown  refer  to  U  S.  cstimaled  reseller  prices  Actual  reseller  price  may  vary  Free  oficr  with  purchase  of  qualifying  product  fnim  2/3/97  tu  specified  end  ital 
Supplies  last.  OfTers  not  valid  on  Compaq  n-furbished  pniducts,  "All  offers  are  subject  to  product  availability,  and  are  valid  only  in  the  U  S.  Compaq  reserves  the  right  tu  change,  alter  or  cancel  llu 
ims  at  any  time  without  notice.  fThmugh  4/?0/97,  Compaq  is  utTenng  5400  rebate  to  reseller  partners  on  Models  50U0  I  P/2,1  /  ?2ML/CDS  and  5000  I  P/4.i/64Ml,/CDS.  SJ.900  has..-.!  . 
ited  sales  price  after  application  of  dealer  rebate  Actual  reseller  prit  cs  may  vary  1997  Compaq  Computer  Corporation  All  rights  reserved  Compaq  registered  U  S  Patent  and  Trademark  OKk 
int.  ProSignia,  Deskpro,  Armada,  LTE.  Netelligent,  and  Professional  Workstation  are  trademarks  or  registered  trademarks  ol  Compaq  Computer  Corporation  The  Intel  Inside  Logo  and  Pentium  a 
;rcd  trademarks  of  Intel  Corporation.  Other  products  mentioned  may  be  trademarks  or  registered  trademarks  of  their  respective  companies. 


Pentium 

■  processor 
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NORTHERN  STATES  POWER  (24) 

355 
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252 

62 

PROCTERS.  GAMBLE  (6) 

9 

17 

1 

47 

NORTHERN  TELECOM  (22) 

76 

91 

129 

195 

PROVIDIAN  (17) 

275 

296 

1 8 

182 

NORTHROP  GRUMMAN  (1) 

310 

160 

277 

411 

PUBLIC  SERVICE  ENT.  GROUP  (24) 

224 

201 

13 

22 

NORWEST  (3) 

82 

150 

70 

331 

PULTE  (13) 

485 

375 

42 

470 

NOVELL  (18) 

315 

450 

380 

436 

QUAKER  OATS  (10) 

294 

229 

26 

327 

NUCOR  (16) 

316 
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268 

199 

NYNEX  (22) 

62 

80 

57 
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224 
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179 

197 

19 
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70 
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329 
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29 

185 
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182 

1 14 

114 

292 
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118 

94 

10 

334 

OHIO  EOlSON  (24) 

342 

367 

216 

310 

REEBOK  INTERNATIONAL  (5) 

384 

302 

36 

174 

ONEOK  (24) 

487 

457 

437 

85 

REPUBLIC  NEW  YORK  (3) 

273 

346 

18 

1 1 

ORACLE  (18) 

56 

240 

113 

416 

REYNOLDS  METALS  (16) 

295 

177 

38 

401 

ORYX  ENERGY  (11) 

407 

463 

336 

193 

RITE  AID  (12) 

344 

208 

33 

469 

OWENS  CORNING  (13) 

409 

281 

492 

289 

ROCKWELL  INTERNATIONAL  (5) 

105 

112 

13 

154 

ROHM  &  HAAS  (4) 

246 

272 

19 

188 

ROWAN  (11) 

430 

490 

42 
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XL 

57 

ROYAL  DUTCH  PETROLEUM  (11) 
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357 
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168 

SANTA  FE  ENERGY  RESOURCES  (11) 
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489 

44 
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467 

454 

386 

466 

SANTA  FE  PACIFIC  GOLD  (16) 

410 

498 

45 

278 

PEP  BOYS  (8) 

425 

420 

397 

152 

SARA  LEE  (10) 

80 

49 

8 

311 

PEPSICO  (6) 

20 

19 

71 

102 

SBC  COMMUNICATIONS  (22) 

44 

76 

3 

306 

PERKIN-ELMER  (9) 

360 

459 

436 

37 

SCHERING-PLOUGH  (12) 

52 

214 

6 

10 

PFIZER  (12) 

14 

104 

36 

75 

SCHLUMBERGER  (11) 

58 

139 

9 

447 

PG&E  (24) 

158 

129 

104 

456 

SriFNTIFir-ATl  ANTA  (221 

456 

466 

45 

300 

PHARMACIA  &  UPJOHN  (12) 

79 

173 

143 

186 

SEAGATE  TECHNOLOGY  (18) 

115 

148 

24 

235 

PHELPS  DODGE  (16) 

296 

284 

170 

INC 

SEAGRAM  (6) 

102 

95 

18 

74 

PHILIP  MORRIS  (6) 

7 

10 

3 

194 

SEARS,  ROEBUCK  (8) 

69 

15 

6 

23 

PHILLIPS  PETROLEUM  (11) 

132 

66 

59 

44 

SERVICE  CORP.  INTL.  (21) 

213 

380 

25 

128 

PIONEER  HI-BRED  (10) 

245 

429 

283 

207 

SHARED  MEDICAL  (18) 

460 

481 

44 

155 

PITNEY  BOWES  (18) 

162 

279 

167 

143 

SHERWIN-WILLIAMS  (13) 

283 

260 

28:' 

477 

PLACER  DOME  (16) 

267 

461 

475 

254 

SIGMA-ALDRICH  (21) 

362 

469 

35 

94 

PNC  BANK  (3) 

108 

199 

84 

429 

SILICON  GRAPHICS  (18) 

305 

316 

46' 

471 

POLAROID  (14) 

Tft  1 

ARl 

200 

SNAP-ON  (15) 

AAr\ 

37 

453 

POTLATCH  (19) 

463 

437 

428 

173 

SONAT  (24) 

309 

309 

30.; 

164 

PPG  INDUSTRIES  (13) 

149 

175 

107 

296 

SOUTHERN  (24) 

104 

116 

385 

PP&L RESOURCES  (24) 

335 

340 

203 

323 

SOUTHWEST  AIRLINES  (23) 

345 

306 

301 

72 

PRAXAIR  (4) 

191 

252 

248 

384 

SPRINGS  INDUSTRIES  (15) 

481 

386 

40' 
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SOME  SEE  SENIOR  CITIZENS.  WE  SEE  A  BOOM  IN  GONDO  CONSTRUCTION,  I 

The  demographics  in  many  parts  of  the  world  are  changing  rapidly.  And  along  with  tl 
changes  come  unexpected  risks  and  opportunities  for  all  kinds  of  industries. 

Fortunately.  AIG  is  a  business  partner  with  expertise  in  managing  total  marketplace  risk.  > 
specialize  in  designing  the  kinds  of  custom  coverages  that  corporations  must  have  to  cope  successi 
with  emerging  conditions.  Whether  your  company  is  actively  meeting  the  demands  of  agn 


NESS  START-UPS  AND  INCREASED  DEMAND  FOR  THE  GOLF  CHANNEL. 


J  boomers  or  is  a  business  likely  to  be  affected  by  shifts  in  population,  AIG  has  the  insurance  and 
icial  services  you'll  need.  Services  like  contractors'  liability  insurance,  asset  management  and  even 
lite  interruption  coverage.  And  we've  got  the  top  financial  ratings  to  back  us  up. 
So  when  you  re  ready  to  deal  with         ^qRLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

ige,  we  '11  be  willing  and  able.  American  international  Group.  Inc ,  Dept  A,  70  Pme  Street,  New  York,  NY  10270 


AIG 
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RANK 
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SALES 

PROFI 

126 

SPRINT  (22) 

81 

74 

67 

320 

UNICOM  (24) 

288 

180 

10( 

308 

STANLEY  WORKS  (15) 

348 

355 

396 

INC 

UNILEVER  NV  .(10) 

47 

NR 

Nl 

490 

STONE  CONTAINER  (7) 

465 

231 

485 

425 

UNION  CAMP  (7) 

350 

267 

40! 

479 

STRIDE  RITE  (6) 

494 

494 

462 

172 

UNION  CARBIDE  (4) 

240 

200 

13' 

312 

ST.  JUDE  MEDICAL  (12) 

359 

478 

402 

413 

UNION  ELECTRIC  (24) 

327 

384 

23 

190 

ST.  PAUL  (17) 

241 

209 

144 

204 

UNION  PACIFIC  (23) 

103 

142 

IK 

423 

SUN  (11) 

424 

105 

491 

297 

UNION  PACIFIC  RESOURCES  (11) 

229 

418 

22 

13 

SUN  MICROSYSTEMS  (18) 

123 

165 

141 

475 

UNISYS  (18) 

468 

194 

42 

130 

SUNTRUST  BANKS  (3) 

129 

269 

131 

216 

UNITED  HEALTHCARE  (12) 

156 

120 

20 

406 

SUPERVALU  (10) 

417 

60 

326 

134 

UNITED  TECHNOLOGIES  (1) 

84 

33 

9 

242 

SYSCO  (10) 

231 

72 

242 

147 

UNOCAL  (11) 

151 

224 

17. 

362 

UNUM  (17) 

255 

265 

27 

T 

208 

US  AIRWAYS  GROUP  (23) 

462 

157 

25 

161 

US  WEST  COMMUNICATIONS  (22) 

88 

119 

6 

473 

TANDEM  COMPUTERS  (18) 

448 

408 

451 

440 

US  WEST  MEDIA  (20) 

166 

338 

471 

412 

TANDY  (6) 

376 

1 96 

481 

243 

USF&G  (17) 

391 

300 

26 

248 

TEKTRONIX  (9) 

444 

417 

393 

Jo  J 

iici  ICC  / 1  7\ 

*f*tO 

4  1  Q 

*f  1 

422 

TELE-COMMUNICATIONS  (20) 

165 

161 

496 

266 

UST  (6) 

234 

444 

16i 

21 

TELLABS  (22) 

194 

474 

377 

163 

USX-MARATHON  (11) 

192 

63 

12 

373 

TEMPLE-INLAND  (7) 

369 

305 

371 

386 

USX-U.S.  STEEL  (16) 

389 

192 

25 

215 

TENET  HEALTHCARE  (12) 

232 

206 

270 

261 

VP  (6) 

302 

232 

23 

419 

TENNECO  (5) 

215 

190 

292 

316 

VIACOM  (14) 

119 

97 

32 

65 

TEXACO  (11) 

55 

12 

35 

405 

TEXAS  INSTRUMENTS  (9) 

101 

123 

472 

256 

TEXAS  UTILITIES  (24) 

164 

191 

96 

WXYZ 

226 

TEXTRON  (5) 

187 

133 

163 

159 

WACHOVIA  (3) 

147 

291 

12 

136 

THERMO  ELECTRON  (9) 

262 

350 

322 

117 

WALGREEN  (12) 

144 

96 

19 

282 

THOMAS  &BETTS  (9) 

432 

404 

432 

223 

WAL-MART  STORES  (8) 

19 

4 

1 

34 

3COM  (18) 

21 1 

348 

233 

414 

TIME  WARNER  (20) 

92 

122 

487 

56 

WARNER-LAMBERT  (12) 

63 

174 

9 

76 

WELLS  FARGO  (3) 

53 

151 

7 

268 

TIMES  MIRROR  (20) 

274 

308 

301 

203 

TIMKEN  (15) 

440 

372 

363 

213 

WENDY'S  INTL.  (14) 

399 

412 

34 

55 

TJX  (8) 

357 

186 

296 

329 

WESTERN  ATLAS  (11) 

351 

359 

37 

263 

TORCHMARK  (17) 

326 

391 

221 

452 

WESTINGHOUSE  ELECTRIC  (9) 

201 

152 

49 

435 

TOYS  'R'  US  (8) 

207 

124 

366 

392 

WESTVACO  (19) 

375 

331 

311 

305 

TRANSAMERICA  (17) 

244 

198 

173 

432 

WEYERHAEUSER  (19) 

161 

106 

16) 

5 

TRAVELERS  GROUP  (17) 

42 

37 

31 

449 

WHIRLPOOL  (6) 

334 

145 

34! 

221 

TRIBUNE  (20) 

284 

371 

247 

304 

WHITMAN  (5) 

397 

327 

36 

247 

TRINOVA  (15) 

476 

402 

388 

390 

WILLAMETTE  INDUSTRIES  (19) 

346 

304 

31 

389 

TRW  (5) 

220 

125 

319 

64 

WILLIAMS  (24) 

223 

299 

191 

INC 

TUPPERWARE  (15) 

378 

446 

323 

365 

WINN-DIXIE  STORES  (10) 

293 

86 

27 

43 

TYCO  INTL.  (15) 

169 

210 

209 

409 

WMX  TECHNOLOGIES  (21) 

94 

135 

16 

454 

WOOLWORTH  (8) 

388 

156 

47 

321 

WORLDCOM  (22) 

139 

251 

49 

uv 

397 

WORTHINGTON  INDS.  (16) 

431 

433 

40 

53 

U.S.  BANCORP  (3) 

198 

343 

164 

284 

WRIGLEY(WM.)JR.  (10) 

204 

415 

28 

158 

U.S.  SURGICAL  (12) 

385 

464 

383 

162 

XEROX  (18) 

83 

58 

61 
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"A  business  guide  to  thrive  in  today's  Internet-based 
business  world." 

—New  York  Post 

"^  smart  survival  manual ...  Distinguished  by 
a  minimum  of  hype  and  a  recognition  that  the  global, 
interactive  marketplace  is  a  new  business  environment 
where  the  old  rules  don't  necessarily  apply  ... 
[Martin's]  '100  Rules  of  Business  Netiquette' ... 
set  a  standard  for  civil  conduct  in  cyberspace." 
—Publishers  Weekly 
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weu  wnuen  ...  a  marKeiing  guiae  Tor  ousinesses  senousiy 
considering  a  move  onto  the  Information  Highway." 
— Library  Journal 
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Legal  Affairs 


GOVERNMENT  FRAUD 


WHISTLE-BLOWERS 
ON  TRIAL 

Corporate  America  takes  its  case  to  the  Supreme  Court 


Dr.  Charles  W.  Robinson  Jr.,  a 
couitly  61-year-old  pathologist,  is 
an  luilikely  government  infonnant. 
But  the  San  Antonio  physician  is 
a  leading  reason  the  Justice  Dept.  won  a 
record  $325  million  fraud  settlement 
against  SmithKline  Beecham  Chnical 
Laboratoiies  Inc.  on  Feb.  24.  Four  years 
ago,  Robinson,  medical  and  records  di- 
rector of  a  SmithKline  lab,  uncovered  a 
suspicious  bill  charging  Medicare  sepa- 
rately for  five  tests  normally  sold  to- 
gether at  lowei'  cost.  After  complain- 
ing in  vain  to  his  employer  about  a 
pattern  of  billing  abuses,  he  quit, 
filed  a  private  whistle-blower  lawsuit 
against  SmithKline,  and  worked  with 
federal  investigators  on  the  case. 

Robinson  is  among  a  handful  of  cor- 
porate insiders  who  helped  the  govern- 
ment score  in  its  most  successful  effort 
ever  against  health-care  fraud:  Opera- 
tion LabScam.  The  current  national 
campaign  against  Medicare  billing  fraud, 
begun  in  1993,  has  resulted  so  far  in 
$631  million  in  civil  and  criminal  settle- 
ments against  the  biggest  players  in 
the  diagnostic  blood-lab  industiy.  It  has 
also  "spmred  industiy  refom  on  a  scale 
rarely  seen  as  a  result  of  government 
investigation,"  says  Laurence  J.  Freed- 
man,  the  Justice  Dept.  trial  attorney 
who  cooi-dinated  the  cases. 
DESPISED.  The  law  that  permitted 
Robinson  to  take  on  SmithKline  is  the 
little-known  False  Claims  Act.  It  en- 
courages employees  to  take  the  risk  of 
suing  employers  ripping  off  federal  pro- 
grams by  protecting  them  from  dis- 
missal and  promising  a  maximum  of 
30%  of  the  damages  arising  from  any 
resulting  case.  Oiiginally  enacted  during 
the  Civil  War  to  prevent  government 
contractors  from  deft'auding  the  Union 
Army,  it  was  fortified  after  the  Penta- 
gon billing  scandals  of  the  early  1980s 
and  has  helped  the  government  recover 
more  than  $1.2  billion  from  fraudsters 
over  the  past  decade.  In  addition  to  de- 
fense contractors  and  blood  labs,  it  has 
also  been  turned  against  book  distribu- 
tors, construction  companies,  and  mort- 


gage lenders  doing  business  with  the 
federal  government. 

Popular  though  it  is  in  some  quar- 
ters, the  law  is  widely  despised  by  the 


large  chunk  of  Corporate  America  1 
does  regular  business  with  Uncle  S 
The  day  after  the  SmithKline  settlen 
was  announced,  a  broad  business  c( 
tion  begged  the  U.  S.  Supreme  Cour 
clamp  down.  Arguing  in  Hughes 
craft  Co.  vs.  Schumer,  a  case  invoh 
claims  that  Hughes  submitted  frai 
lent  bills  for  a  radar  system  for  the 
bomber,  opponents — including  the 
Chamber  of  Commerce,  the  Electro: 
Industries  Assn.,  the  National  Secu 
Industrial  Assn.,  and  others — asked 
Supreme  Court  to  strengthen  corpoi 
defenses  against  the  law. 

Specifically,  opponents  want  the  I 


SHAKEDOWN  ARTISTS  OR  SAINTS? 

Employees  who  blow  the  whistle  on  companies  that  cheat 
the  federal  government  stand  to  gain  huge  rewards  under  the 
False  Claims  Act.  But  opponents  say  the  law  does  more 
harm  than  good — and  are  looking  to  the  Supreme  Court  for  relief. 


OPPONENTS  SAY: 


►  The  majority  of  whistle-blower 
lawsuits  fail,  wasting  the  time  of 
corporate  executives,  judges,  and 
federal  investigators 


DEFENDERS  SAY: 


►  The  False  Claims  Act  has 
decreased  fraud  in  the  defense 
and  health-care  industries 


►  Disgruntled  workers  use  the  law 
as  blackmail  against  employers 

►  Because  of  harsh  penalties  and 
negative  publicity  surrounding  the 
suits,  employers  feel  compelled  to 
settle  even  weak  cases 


►  The  law  has  returned  more 
than  $1.2  billion  to  the  federal 
government 

►  Because  cases  are  brought  by 
private  attorneys,  the  False 
Claims  Act  increases  the  Justice 
Dept.'s  ability  to  police  fraud 

DATA:  BUSINESS  WEEK 
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liitroducing  UUNET  Extranet  Services 


Business  communications  just  got  a  lot 
easier.  And  more  affordable.  By  combining 
one  of  the  world's  most  extensive  local  fiber- 
optic infrastructures  with  the  world  s  most 
reliable  Internet  backbone  and  dial  network, 
UUNET  can  guarantee  network  availability  and 
performance  in  a  way  never  before  possible. 

WTien  UUNET,®  MPS  Communications® 
and  WorldCom®  joined  forces,  it  created  a 
new  landscape  for  business  communications. 
For  the  tirst  time,  one  company  could  totally 
control  the  netv/ork,  end-to-end,  from  your 
headquarters  to  branches  and  business  partners 
around  the  world. 

The  result  is  the  Extended  Intranet,  or 
"Extranet!'  UUNET's  new  Extranet  Services, 
ExtraLink  and  ExtraLink  Remote,  offer  all  the 
advantages  of  public  or  private  wide-area 


ruaranteed  quality  of  service  from 
lie  local  loop  to  looping  tlie  globe. 


networks,  including  security,  plus  more 
secure  dial-up  access  for  remote  users.  At 
a  dramatically  lower  cost. 

But  don't  take  our  word  for  what 
Extranet  Services  can  do,  make  us  guarantee 
it.  Call  1  800  465  6826  or  visit  our  Web  site 
at  VAvw.uu.net/extranet/bwlO. 
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©1 997  UUNET  Technologies  Inc.,  Fairfax,  VA.  +1  703  206  5600.  All  rights  reserved.  UUNET  and  the  UUNET  logo  design  are  registered  trademarks.  The  Iriternef  At  Work 
is  a  tradertiark  and  ExtraLink  and  ExtraLink  Remote  are  service  marks  of  UUNET  Technologies,  Inc.  All  otiier  rnorks  are  propertv  of  their  respe^^^^^ 


Tr 


THE  OLD  WAY 
TO  TRADE 

Using  the  Telephone 
Expensive  Commissions 
Delayed  Quotes 
Trade  through  a  Middleman 
Slow  Executions 
Delayed  Confirmations 


e  1996  Oatek  Securities  Corp. 
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The  world's  #1  industry 
trade  show  is  your  source 

for  new  solutions. 
Over  7,000  manufacturing 
suppliers  from  60  countries 

create  a  true  world 
marketplace  that  offers  real 


choices  for  smart 

business  decisions. 
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why  he  can  look  forwarc 
would  have  a  century  agJ 


Today,  no  one  thinks  twice 
about  somebody  living  to  the 
ripe  old  age  of  80.  A  hundred 
years  ago,  however,  it  was  a  rarity. 

With  improvements  in  water 
quality,  nutrition  and  hygiene, 
life  expectancy  began  to  rise. 

Hoechst  has  contributed 
to  modern  medicine 
for  over  a  century. 

But  the  biggest  strides  came 
near  the  turn  of  the  century  when 
huge  advancements  in  medicine 
gave  doctors  the  ability  to  treat 
and  even  cure  many  life-threaten- 
ing diseases.  Hoechst  (pronounced 
Herkst)  was  there,  joining  forces 
with  leading  scientific  researchers 
Uke  Robert  Koch,  Emil  von 
Behring  and  Paul  Ehrhch.  The 
discoveries  of  these  Nobel  Prize- 
winning  scientists  initiated  the 
age  of  bacteriology,  immunology 
and  chemotherapy. 

Hoechst  pioneered  the  devel- 
opment of  tuberculin,  insulin, 
and  antitoxins  for  diphtheria  and 


At  the  turn  of  the 
centHry  the  average 
life  expectattfy  was 
40  years.  In  IM. 
today,  women  live  to 
be  around  79  and 
men  around  73. 


r 


Hoechst  Marion  Roussel,  Inc.  P.O.  Box  9627  Kansas  City,  MO  64134-0627  http://www.hoechst.com 


iving  twice  as  long  as  he 


tetanus,  as  well  as  antibiotics  to 
fight  infectious  diseases.  Not  to 
mention  important  medications 
that  have  contributed  to  the  suc- 
cessful treatment  of  heart  disease 
and  strokes. 

At  Hoechst,  we're  proud  of 
our  history.  And  to  be  sure,  the 
relentless  pursuit  of  medical  ad- 
vances has  caused  life  expectancy 
to  rise.  But  just  as  typhoid, 
cholera  and  bacterial  infections 
endangered  lives  in  the  past, 
diseases  such  as  AIDS,  cancer  and 
other  killers  threaten  us  today. 
Which  is  why  our  pharmaceutical 
company  Hoechst  Marion 
Roussel  spends  nearly  $1.5  billion 
a  year  on  pharmaceutical  research 
and  development.  If  history  is  any 
indication,  it's  money  well  spent. 

Hoechst  is  an  international  group 
of  companies  spearheading  inno- 
vation in  health  care,  nutrition 
and  industry.  With  a  staff 
of  145  000  people  worldwide, 
annual  sales  total  $  36  billion. 


Finding  new  ways. 


Hoechst 


Workplace 


Kline  case,  won  more  than  $20  million 
fi'om  his  testimony  in  federal  eases 
against  National  Health  Laboratories 
and  Metpath  Inc.  And  plaintifl's'  lawyers 
are  making  out  so  well  that  a  small 
False  Claims  Act  bar  has  actually 
emerged — a  development  that  many 
government  contractors  believe  is  also 
fueling  much  of  the  litigation. 

Ever  since  the  late  1980s,  opponents 
have  been  tiying  to  persuade  Congi'ess 
and  the  courts  to  gut  the  False  Claims 
Act.  But  defenders  of  the  law  say  that 
the  success  of  Operation  LabScam 
proves  why  it  is  so  important  to  keep  it 
intact.  Whistle-blowers  taking  advan- 
tage of  the  law  have  played  important 
roles  in  five  of  the  six  largest  settle- 
ments so  far  against  fi-audulent  compa- 
nies, say  Justice  Dept.  lawyers. 
BUILT-IN  SPUR.  The  most  important 
thing  about  the  False  Claims  Act,  pro- 
ponents claim,  is  that  it  provides  in- 
centives for  pi'ivate  attorneys  to  j)ursue 
a  claim  that  the  government  might  oth- 
erwise ignore.  Once  a  case  is  filed,  the 
govei'nment  is  required  by  law  to  in- 
vestigate— a  built-in  spur  to  action. 
Take  Dowden's  case.  A  former  sales- 
man for  Metpath,  Dowden  figured  out 
in  1989  that  he  was  losing  clients  be- 
cause nval  NHL  was  offeiing  liis  doctors 
a  discount  for  extra  blood  tests  and 
making  up  the  difference  by  charging 
Medicare  more.  Then  he  discovered 
Metpath  was  doing  the  same.  After  his 
bosses  cut  back  his  sales  territory  (al- 
legedly because  of  his  complaints),  he 
quit,  took  a  job  as  a  low-paid  car  sales- 
man, and  informed  the  government.  He 
says,  however,  that  federal  investiga- 
tors initially  ignored  his  claims. 

But  Jolm  R.  Phillips,  a  Washington 
lawyer,  eyeing  the  possibility  of  a  big 
payoff,  agreed  to  shoulder  the  costs  of 
the  initial  investigation.  It  was  his  filing 
of  a  suit  that  finally  got  the  govern- 
ment to  notice  Dowden's  claims,  Phillips 
says.  "If  you  go  to  the  government  as 
an  indivi(lual  and  say,  'Let  me  tell  you 
about  this,'  you  are  just  one  of  many 
things  in  a  stack  on  somebody's  desk," 
says  Phillips.  "But  if  a  lawsuit  is  filed, 
then  the  government  has  to  go  see 
whether  it  is  serious." 

While  some  Justice  Dept.  lawyers 
think  whistle-blowers  are  making  too 
much  money,  others  acknowledge  that 
their  contributions  are  invaluable.  "It 
makes  a  big  difference  when  someone 
says:  'Here's  where  to  look,' "  says 
James  G.  Sheehan,  the  Assistant  U.  S. 
Attorney  in  Philadelphia  who  brought 
the  SmithKline  case.  That's  why,  de- 
spite Corporate  America's  complaints, 
it  looks  as  if  the  False  Claims  Act  is 
here  to  stay. 

Bij  Catherine  Yang  in  Wusliiiigtoii 
and  Mike  France  in  New  York 


"  You  better  get 
prepared  like 
you've  never  been 
prepared ...  to 
operate  in  a  strike 
and  not  flinch. . . . 
We  don't  need  some 
third  party  to  give 
people  voice  " 
JACK  WELCH 

CEO,  General  Electric 


UNIONS 


*  *  Welch  niade  a 
erious  mistake 
laiking  like 
I  hat. ...  I  was 
-tunned  by 
[his]  videotaped 
omments 

m  FtRE 

President,  Internationa 
Union  of  Electronic 


HIGH  TENSION 

AT  GENERAL  ELECTRIC 

The  jousting  with  labor  turns  ugly.  A  strike  in  June? 


A war  of  words  has  broken  out  at 
General  Electric  Co.  Although  the 
company's  labor  pacts  don't  expire 
until  June,  angiy  denunciations  already 
are  flying  back  and  forth  between  Chief 
Executive  John  F.  "Jack"  Welch  and 
Edward  L.  Fire,  newly  elected  presi- 
dent of  the  International  Union  of  Elec- 
tronic Workers  (ike). 

Formal  bargaining  doesn't  even  start 
for  thi-ee  months,  but  both  sides  ah-eady 
are  gearing  up  for  a  possible  strike.  To 
make  matters  worse,  the  iue's  cliief  ne- 
gotiator, Dewey  Minton,  retu'ed  in  Feb- 


ruary, leaving  no  one  with  close  tie 
GE.  A  walkout  would  be  ge's  first 
tional  confrontation  since  a  disasti 
1969  strike.  The  escalating  tensions  li 
prompted  Fire  to  make  a  liighly  uni 
al  plea  for  assistance  from  the  afl- 
which  recently  set  up  a  corporate 
fairs  unit  to  help  unions  mount  pi; 
pressure  campaigns  against  compar 
GE  provides  the  first  test  of  the  fed 
tion's  ability  to  employ  such  tactic 
bai'gaining.  "We're  tiying  to  develop 
internal  capacity  to  help  unions  i 
don't  do  these  campaigns  themselv 
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What  does  it  take  to  become  a 
leading  giobai  energy  company? 

In  Chinese  the  word  is  wisdom.  We  know  because  we  recently  acquired  Consolidated  Electric  Power  Asia.  A  wise 
business  move  that's  made  us  the  largest  independent  power  producer  in  Asia.  And  that's  impressive  in  any  language. 

SOUTHERN 

COMMNYJ 
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says  AFL-cio  Secretary-Treasurer  Rich- 
ard L.  Trumka,  who  is  in  charge  of  the 
program. 

Strife  at  GE  erupted  last  November, 
when  Fire,  then  the  iue's  secretary- 
treasurer,  toppled  longtime  President 
William  H.  By  water  In  his  campaign. 
Fire  vowed  he  would  demand  job  secu- 
rity provisions  from  Welch  like  those 
the  United  Auto  Workers  won  from  De- 
troit auto  makers  last  fall.  Those  agi'ee- 
ments  guarantee  a  set  level  of  union 
employment.  He  also  said  he  would  call 
on  GE  to  remain  neutral  duiing  recruit- 
ment drives  at  nonunion  GE  facihties. 
SHRIVELING  SHARE.  Welch  reacted  like  a 
bull  to  a  red  flag.  At  the  annual  gather- 
ing of  400  GE  line  managers  in  Boca 
Raton,  Fla.,  in  early  January,  he  blasted 
Fire's  demands  as  "not  for  us  in  any 
way."  He  added:  "You  better  get  pre- 
pared like  you've  never  been  pre- 
pared ...  to  operate  in  a  strike  and  not 
flinch."  Then,  as  it  does  every  year,  GE 
gave  the  unions  a  videotape  of  the  re- 
marks. An  outraged  Fire  shot  back  an 
angry  letter  to  Welch,  saying  he  was 
"stunned  by  the  videotaped  comments 
you  made."  The  union  distributed  the 
video  and  letter  at  the  afl-cio  Execu- 
tive Council  meeting  in  Los  Angeles  in 
late  February.  "Welch  made  a  serious 
mistake  talking  like  that,"  says  Fire. 
Welch  dechned  to  be  interviewed. 

A  strike  is  possible  if  neither  side 
backs  off  on  key  issues  (table).  Take  job 
seciu-ity.  Fire,  who  comes  out  of  an  lUE 
unit  of  General  Motors  Corp.  workers, 
says  he  doesn't  see  why  ge,  with  record 
profits,  can't  match  Detroit's  job  guar- 
antees. This  is  something  the  lUE,  which 


represents  about  half 
of  ge's  38,500  union- 
ized workers,  has 
sought  for  years  as  it 
has  watched  GE  out- 
source thousands  of 
jobs  to  nonunion  sup- 
pliers in  the  U.  S.  and 
abroad. 

GE  also  has  expand- 
ed capacity  and  new 
product  lines  in 
nonunion  plants,  while 
allowing  union  ones  to 
shrink.  In  February, 


WELCH  VS.  HIS  UNIONS 

General  Electric  CEO  Welch  is 
already  sparring  with  the 
company's  14  unions,  whose 
contracts  expire  on  June  29. 
Thi  issues: 

PENSIONS  The  unions  want 
full  pensions  after  30  years. 
Says  Welch:  "Why  would  we 
send  a  47-  or  48-year-old  . . . 
experienced  employee 
home . . .  and  pay  them  not  to 
come  to  work?" 


rent   talks.  But 
Welch,  UAW-style  gii 
antees  are  "crazy  e 
mands,"  as  he  1l( 
managers  in  Janua-. 

Welch  is  likely; 
give  even  less  gi'n 
on  neutrality,  gk  ( 
not  routinely  fii-e  id 
supporters  durint!  ' 
tions,  as  many  con 
nies  do.  But  it  d 
fight  unions  agi^ 
sively.  An  in-housc  , 
at  the  company's  F 


for  instance,  ge  an-  2  _  _  _  _  _   field  (Conn.)  head 


nounced  plans  to  move 
280  jobs  ft'om  a  union- 
ized steam  turbine 
plant  in  Schenectady, 
N.  Y.,  to  a  cheaper 
nonunion  one  in  Ban- 


JOB  SECURITY  Labor  thinks 
GE  should  guarantee 
employment  levels,  a  la 
Detroit.  Welch  says  these 
are  "crazy  demands  that  are 


ters,  called  Persoi 
Relations,  sends  viii 
avoidance  experi.- 
locations  facing  a  u; 
drive.  They  sunM 
employees  to  so 


gor.  Me.,  and  to  out-     "O.^coi^.P^^J^.L^.e:   captive-audience 


side  suppliers.  The  lUE 
has  45  days  to  devise 
a  plan  to  match  the 
costs — or  lose  the  jobs. 
But  the  Schenectady 
site  has  shrunk  from 
13,000  to  2,000  union 
workers  since  1971,  mostly  because  of 
outsourcing. 

Such  moves  are  the  main  reason  why 
the  ranks  of  all  14  unions  at  GE  have 
plunged  by  42%  since  1991.  Their  share 
of  ge's  U.  S.  employment  has  shriveled 
from  39%  to  25%.  The  unions  haven't 
been  able  to  stop  the  process.  Instead, 
they  have  won  severance  and  early  re- 
tirement plans  for  laid-off  workers, 
which  GE  likely  will  improve  in  the  cur- 


NEUTRALITY  Labor  says  GE 
should  not  oppose  union 
recruitment  drives.  Welch: 
"The  issue  of  neutrality  makes 
absolutely  no  sense  to  us." 

DATA:  GENERAL  ELECTRIC  CO.,  BUSINESS  WEEK 


A  BLAST  FROM  NEUTRON  JACK 


General  Electric  ceo  John  F.  Welch 
isn't  just  hard-nosed  with  union 
officials:  Everyone  at  ge  gets  the 
same  treatment.  He  made  that  clear 
at  a  January  managei-s'  gathering  in 
Boca  Raton,  Fla.,  where  a  45-minute 
videotape  was  made  of  his  remarks. 

In  fact,  many  GE  employees  are  still 
upset  about  Welch's  attack  on  what  he 
called  "C"  managers,  which  created 
fear  a;id  uncertainty.  Don't  bother 
trying  to  make  them  into  "B"  or  "A" 
employees,  he  lectured.  That's  "a 
wheel-spinning  exercise.  Push  C's  out 
the  door  to  B  companies  or  C  compa- 
nies," he  said,  ge  is  an  "A-plus  compa- 
ny" that  can  get  anyone  it  wants,  said 
Welch.  "Shame  on  any  of  you  who 


aren't  facing"  up  to  the  mediocre  per- 
formers: "Move  'em  out  early,"  he  told 
his  operating  managers. 

Welch  is  just  as  harsh  about  entire 
operating  units.  For  instance,  he 
praised  recent  ge  Capital  Corp.  acqui- 
sitions but  said  some  "aren't  so  pret- 
ty." gecc's  chaDenge  "will  be  to  get  in 
and  do  some  of  the  fix  or  sell  activi- 
ties that  have  to  be  done."  Welch  did 
not  specify  on  the  tape  the  units  he 
meant.  But  Employers  Reassurance 
Corp.  has  been  rumored  to  be  for 
sale.  Four  other  units  are  underper- 
formers,  analysts  say:  trailer  leasing, 
truck  leasing,  a  leveraged-buyout  fi- 
nancing operation,  and  a  muni  bond 
insurer  called  fgic. 


ings,  where  attend; 
is  mandatory  and  n 
agers  attack  union ; 
unwanted  "third  i 
ties,"  union  orgaiii 
say.  The  unit 
shows  employees  ; 
union  videos  and  films. 

The  lUE  tried  to  get  ge  to  curb  tl 
practices  in  1991  but  got  nowhere.  > 
Fire  intends  to  try  again  in  talks 
iue's  total  membership  has  plunge! 
30%  since  1987,  to  130,000.  It  has  tj 
broke  for  some  years,  and  Fire  is  si 
ing  staff  and  expenses.  To  survive  li 
term,  it  must  begin  growing  ag 
Welch,  however,  believes  that  GE  sh 
tell  workers  not  to  join  a  union, 
don't  need  some  third  party  to  give 
pie  voice,"  he  said  in  January. 
PRESSURE  POINTS.  Fu-e  hopes  the 
CIO  can  help  loosen  the  company's  j 
On  Mar  11,  officials  from  the  afl 
cori^orate  affairs  and  international  af 
units  presented  ideas  for  a  pressure  ( 
paign  to  local  leaders  fi"om  all  14  uni 
The  goal:  to  hit  ge's  vulnerable  spot 
Welch  vAW  give  ground  without  a  st 
Already,  one  ge  union,  the  Teamsi 
filed  a  proxy  resolution  in  early  M 
challenging  Welch's  salary.  Next, 
unions  may  publicize  the  plight  of 
thousands  of  maquiladora  worker 
the  U.  S.-Mexico  border  and  ge's  pra 
of  shifting  jobs  to  China  and  Hungaj 
exchange  for  market  access. 

Still,  public  pressure  campaigns 
take  years  to  develop.  So  union  offi 
plan  to  start  as  many  actions  as  pos 
by  June.  Settle  or  strike,  the  un 
and  GE  are  in  for  a  rockier  relation 
than  they  have  had  for  a  long  time! 
By  Aaron  Bernstein  in  Washiyi 


182  BUSINESS  WEEK  /  MARCH  24,  1997 


I  POLICYHOLDERS  WL  ARE  ENCAGED  IN  A  GREAT  MUTUAL  ENTERrmSE  IT  IS  GREAT  BECAUSE  IT  SEEKS  TO  PREVENT  CRI PPLING  INIURIES  AND  DEATH  BY  REMOVING  FHt  CAUSES  OE  HOME 


r  AND  WORK  ACCIDENTS  IT 


Louisa  has  never  taken  a  spill  on  the  job  because  of  the  safety  precautions  her 
employer  learned  from  Liberty  Mutual.  At  our  research  center  we  study  the  connection 
between  shoes,  floor  surfaces  and  slippery  hazards  like  water  and  grease.  By  investigating 
your  safety  concerns  we  can  recommend  a  plan  that  can  help  lower  your  workers 
compensation  costs,  and  ensure  that  Louisa  lives  a  safer,  more  secure  life. 


There'll  more  Lnforiuatuvi  u'e't)  like  to  jhare.  So  plethw  eall  John  Ryan 


LIBERTY 


MUTUAL 

at  (617)        - 58~i2  or  vufit  oar  ivelhiite  at  http://^v\v\v.lilH'rtx/t)uttaal.coni     ^]xe  jr^^JoTT}  of  JjihcV^^ 
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Workplace 


DEMOGRAPHICS 


THE  COMING 
JOB  BOniENECK 

What  an  aging  workforce  means  for  everyone  else 


Amid  the  crank  and  whir  of  Cum- 
mins Engine  Co.'s  diesel  factory 
in  Columbus,  Ind.,  hundreds  of 
middle-aged  men  huddle  around 
high-tech,  computeiized  machineiy.  They 
make  good  money,  about  $18  an  hour, 
and  are  in  nu  rush  to  retire.  "You  can't 
depend  on  the  federal  government"  to 
suppoi'i  older  people,  says  worker  and 
uninn  official  Com'ad  Bowling,  46.  Mean- 
wliile,  the  few  yoimger  men  on  the  floor 
are  temps,  most  of  them  stuck  in  low- 
skill  jobs  that  pay,  at  most,  $8  an  houi-. 

This  is  America's  demogi'apliic  reality: 
Its  workforce  is  growing  old.  The  scene 
is  the  same  on  factory  floors  across 
Coliunbus,  a  thriving  manufacturing  cen- 
ter of  37,000,  and  in  towns  tliroughout 
the  Midwest  and  Northeast.  America's 
baby  boomers,  76  million  people  aged  37 
to  51,  are  clogging  the  workplace,  hang- 
ing on  to  the  best-paid  jobs,  and  blocking 
the  advancement  of  younger  workers. 

It  is,  of  course,  every  generation's 
stoiy — a  transitional  battle  for  resources 
and  power  between  young  and  old.  But 
this  clash  is  different.  The  boomers  are 
a  demographic  anomaly,  far  more  nu- 
merous than  the  generations  that  pre- 
ceded or  will  follow  them.  Unnei'ved  by 
the  prospect  of  financial  insecurity, 
moreover,  they  threaten  to  work  well 
past  traditional  retirement  age. 

The  result  is  "a  train  wreck  waiting 
to  happen,"  says  Carol  D'Amico,  a 
Hudson  Institute  senior  fellow  and  co- 

AMERICANS  ARE 
GEHING  OLDER... 


AMERICANS  AGED  55  OR  OLDER 


20 
0  I- 


author  of  Workforce  2020 — 
Work  mid  Workers  in  the 
21st  Century,  to  be  published 
in  April.  The  130-page  study, 
a  much  anticipated  sequel  to 
Hudson's  pathbreaking  1987 
report,  Workforce  2000,  ex- 
amines, among  other  phe- 
nomena, the  impact  of  aging 
baby  boomers  on  their  em- 
ployers and  communities. 
NO  CHOICE.  Hudson,  a  conser- 
vative think  tank,  predicts 
that  as  the  first  boomers 
move  into  their  60s  by  2010, 
they  hkely  will  put  off  retire- 
ment, some  working  well  into  theii-  70s. 
Many  will  be  driven  by  the  prospect  of 
having  to  wait  longer  for  Social  Securi- 
ty and  Medicare  benefits  or  by  fears 
that  Medicare  reform  will  leave  them 
with  higher  medical  bills.  For  others, 
skimpier  employer-sponsored  pensions 
simply  won't  pay  the  bills.  As  a  result, 
workforce  participation  rates  for  men 
and  women  aged  55  to  64  could,  Hudson 
estimates,  be  as  much  as  14%  higher 
than  current  forecasts,  adding  11.5  mil- 
lion workers  by  2020  (charts). 

For  employers,  the  imphcations  are 
enoiTnous.  They're  likely  to  be  liable  for 
higher  wages  and  far  higher  medical 
costs  and  pension  contributions.  Per 
capita  health-care  costs  for  men  aged 
50  to  54,  for  instance,  are  three  times 
those  for  men  30  to  34,  according  to 

...AND  RETIREMENT 
SEEMS  FURTHER  OFF... 


1995  2000 
▲  PERCENT   


2005 


2010 
■  EST- 


2015 


2020 


ELIGIBILITY  AGE  FOR  FULL  SOCIAL  SECURITY  BENEFITS  1 

75  — 
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+  10  mos 
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.J 
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67  yrs 

benefits  consultant  Watson  Wyatt.  C( 
panics  could  face  new  expenses  rela 
to  the  care  of  workers'  elderly  parei 
Employers  also  will  have  to  coun 
what  the  authors  call  a  "gi'aybeard  c 
ing"  of  senior  employees  by  creat 
part-time  slots  for  them  in  order 
make  way  for  promising  younger  wc 
ers.  Otherwise,  "baby  busters,"  bi 
from  1965  to  1985,  will  chafe  at  the  '. 
ited  opportunities— not  to  mention 
loss  of  income.  More  important,  tl 
will  be  less  experienced  and  less  ski^ 
when  boomers  finally  do  retire.  Si 
their  cohort  is  far  smaller  in  num 
than  the  boomers',  the  nation  faces 
prospect  of  a  shrinking,  less  skil 
workforce  after  2020— a  phenomei 
that  would  dampen  economic  gi-ow 
"There  just  aren't  enough  people  in 

...SO  MANY  WILL 
WORK  LONGER 


AGE  COMPOSITION 
OF  THE  U.S.  WORKFORCE 

■  1995 

■  2019  EST  


•AND  LATER 


16-24 

A  PERCENT 

DATA:  CENSUS  BUREAU,  SOCIAL  SECURITY  ADMINISTRATION,  LABOR  DEPT .  HUDSON  INSTITUTE 
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When  Columbus'  boomers  finally  do 
retire,  there  will  be  fewer  younger 
workers  to  replace  them-and  they're 
likely  to  have  fewer  skills 


AT  CUMMINS  ENGINE, 
OLDER  WORKERS  ARE 
HOLDING  ON  TO  THE 
BEST-PAYING  JOBS— SO 
FUTURE  GENERATIONS 
ARE  SQUEEZED  OUT 


Beneficial 


lation  to  fill  the  need,"  says  Richard 
,  another  Hudson  report  author, 
s  a  starthng  analysis — and  some- 
;  controversial.  Most  experts  con- 
hat  some  boomers  will  work  longer, 
:hey  disagree  widely  on  how  much 
3r  as  well  as  on  the  quahty  of  the 
•  force  to  follow.  "I  just  don't  think 
:an  count  on  boomers  to  retire  lat- 
says  John  H.  Bishop,  a  professor 
idustrial  labor  relations  at  Cornell 
'ersity.  Sheer  fatigue,  he  and  others 
e,  will  take  its  toll  on  older  work- 
and  some  pension  plans  provide  in- 
ives  for  eai-ly  retirement.  Sara  Rix, 
lior  policy  adviser  for  the  American 
)ciation  of  Retired  Persons,  put  it 
way:  "People  still  want  to  retire, 
many  want  to  retire  early." 
aybe  so.  But  already,  in  Columbus, 
son's  vision  of  the  future  is  taking 
e.  Cummins,  for  one,  hasn't  hir'ed  a 
aanent  full-timer  at  its  2,800-em- 
ee  plant  since  1978,  and  within  the 
decade,  all  of  its  hourly  workers 
be  old  enough — 65 — to  retii'e.  While 
agers  of  the  $5.2  billion  company 
they  would  like  to  bring  in  younger, 
,per  workers,  their  hands  are  tied 
I  1993  11-year,  no-layoff  contract 
1  the  Diesel  Workers  Union, 
as  the  demographic  crunch  hurt 
imins?  Profits  dropped  29%  in  1996, 
160  miUion,  and  as  business  gi-ows 
;her,  execs  wony  about  caiTying  a 
r  force  that  increasingly  lacks  the 


skills  to  compete.  Some  employees  balk 
at  learning  to  use  statistics  to  assure 
quality  control,  and  a  few,  managers  say, 
simply  bide  then-  time  before  i-etii'ement. 
Those  who  demonstrate  eagerness  to 
adapt  tyjDically  take  longer  to  retrain, 
says  James  D.  Kelly,  vice-president  for 
worldwide  automotive  operations. 

Skilled  or  not,  these  older  workers 
essentially  are  taking  up  jobs  that  oth- 
ervdse  would  go  to  their  own  children. 
In  Columbus,  the  trend  has  created  a 
sort  of  two-tier  community:  Boomers 
keep  the  good  jobs  and  the  good  pay. 
The  younger  generation  increasingly  ac- 
cepts low-skill  jobs  with  little  prospect 
of  having  the  income  their  parents  did. 

A  generation  ago,  for  example,  19- 
year-old  Julie  Smith  easily  could  have 
walked  from  graduation  at  Columbus 
East  High  School  to  a  well-paid  job  at 
Cummins,  as  her  mother,  Janet,  did.  In- 
stead, she  makes  $5  an  hour  from  her 
part-time  job  at  a  local  clothing  store 
and  lives  with  her  parents,  who  paid 
the  $8,000  for  her  1993  Ford  Mustang. 


JuUe  Smith  is  now  studying  at  an  In- 
diana University  annex,  hoping  to  es- 
cape the  low-wage  trap — a  trap  laid  in 
part  by  her  parents.  Her  mother,  56, 
retired  from  Cummins  three  years 
ago — but  soon  took  a  new  job  as  a 
$10.50-an-hour  secretary  at  city  hall. 
Gary  Smith,  47,  makes  more  than  $20 
an  hour  at  Cummins  as  a  structural 
draftsman.  Although  eligible  to  retire 
in  two  years,  he  says  he  also  will  likely 
keep  working. 

FLIP  SIDE.  The  longer  they  stay  on  the 
job,  the  longer  Julie  and  her  peers  stay 
in  lower-paying  work.  And  when 
boomers  finally  do  retire,  Columbus 
could  see  its  labor  market  swing  the 
other  way.  Already,  there  ai'e  signs  that, 
in  sheer  numbers,  the  boomers  will  be 
difficult  to  replace.  Columbus  has  seen 
its  high  school  graduating  class  drop 
25%,  to  580  students,  in  the  past  decade. 
"This  community  has  a  baby  boom,  prob- 
lem on  one  side  of  the  ledger  and  a 
baby  bust  on  the  other,"  says  Brooke 
Tuttle,  president  of  the  Columbus  Eco- 
nomic Development  Board.  Anticipat- 
ing the  dislocation,  Columbus  has 
launched  Project  Recruit  to  lure  new 
workers  from  nearby  cities  where  fac- 
tories have  closed  or  downsized.  But 
with  only  low-paid  jobs  to  offer,  the  ef- 
fort isn't  worldng  miracles. 

The  aging  of  the  boomere  isn't  aU  bad. 
Their  extended  presence  in  the  work- 
force could  lift  gi'oss  domestic  product 
by  $500  biUion  by  2010,  Hudson  says, 
wMe  adding  to  income  tax  revenues  and 
reducing  Social  Secuiity  payouts.  "Adding 
to  the  workforce  boosts  productivity,  so 
it's  a  soui'ce  of  economic  gi-owth,"  says  la- 
bor economist  Audrey  Friedman. 

But  the  long-tenn  drag  on  economic 
gi'owth  could  be  far  stronger — and  the 
solutions  aren't  simple.  Hudson  suggests 
reinforcing  seniors'  entitlements,  thus 
making  retirement  more  attractive.  It 
also  notes  that  higher  economic  gi'owth 
would  bring  in  more  revenue  for  Social 
Security  and  Medicare.  U.  S.  policy, 
though,  is  aimed  squarely  at  cutting 
back  both  programs.  Boomers  likely 
won't  win  this  generational  battle  in 
Washington — which  will  make  them  that 
much  more  entrenched  at  home. 

By  Ron  Stodghill  II  in  Cohmibus,  Ind. 
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INVESTICATIONS 


THE  MOB  ON  WALL  STREET 
WHY  YOU  CAN'T  SEE  IT 

An  inside  look  at  how  organized  crime  hides  its  involvement  in  stock  deals 


Early  in  the  moiTung  of  Jan.  7,  1997, 
a  television  camera  crew  was 
staked  out  near  215  Oxford  Ave. 
in  Saddle  Bi-ook,  N.J.,  a  quiet  sub- 
urb about  a  half-hour's  d)-ive  from  New 
York  City.  But  the  man  who  lives  at 
that  address,  Philip  C.  Abramo,  did  not 
emerge.  A  day  earlier,  he  had  left  to 
stay  overnight  near  his  new  home — the 
Fort  Dix  federal  correctional  facility  in 
central  New  Jersey,  where  he  was  about 
to  begin  serving  a  one-year  term  for 
tax  evasion.  The  well-timed  departui'e 
was  quintessential  Abramo — whose  al- 
most perfect  recoi'd  at  avoiding  publici- 
ty has  cemented  liis  role  as  a  leading  re- 
puted Mob  figure  on  Wall  Street. 

For  yeai's,  Abramo  has  managed  to 
avoid  official  scrutiny  while  allegedly 
controUing  at  least  foiu"  brokerage  firais 
and  exerting  a  vdde-ranging  influence 
over  the  huge  market  for  "chop 
stocks" — Street  lingo  for  easily  manipu- 


DRAMATIS  PERSONAE 


PHILIP  ABRAMO  Alleged  Mob 
capo  now  in  jail  for  tax  evasion. 
May  have  owned  a  Bahamian  com- 
pany involved  in  the  IPO  of  SC&T. 

JAMES  COPLAND  Former  CEO  of 
SC&T.  Expressed  concern  about 
the  sources  of  funding. 

PHILIP  GURIAN  Barred  broker 
who  set  up  the  SC&T  IPO.  Alleged 
associate  of  Abramo  and  Quinn. 

L.  OBAFEMI  PINDLING  Son  of  a 

former  Bahamian  Prime  Minister. 
Agent  for  firms  in  SC&T  deal. 

THOMAS  F.  QUINN  Convicted 
stock  swindler  and  disbarred 
lawyer.  Relatives  were  involved  in 
SC&T  financing. 

GLEN  VITTOR  Former  president  of 
Sovereign  Equity  Management, 
underwriter  of  the  SC&T  IPO. 
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lated  micro-cap  stocks  (BW — Dec.  16). 
Nothing  has  put  Abramo  on  the  regula- 
tory radar  screen — not  his  indictment 
in  a  consumer  fraud  scheme,  not  his 
guilty  plea  to  tax  evasion.  Not  even  his 
rise  to  the  rank  of  capo  in  the  DeCav- 
alcante  crime  family,  according  to  a  1994 
FBI  court  affidavit. 

How  do  Abramo  and  other 
reputed  Mob  financiers  and 
stock  promoters  keep  their 
machinations  from  regulatory 
and  public  scrutiny?  The  an- 
swer to  this  question  can  be 
summed  up  in  two  woi'ds:  off- 
shore companies. 

Usually,  the  offshore  finan- 
cial mechanisms  used  by  the 
Mob  are  enmeshed  in  secrecy. 
But  lately  some  answers  have 
turned  up — all  surrounding 
the  December,  1995,  initial 
public  offering  of  a  small 
Phoenix-based  company  that 
makes  multimedia  compo- 
nents, SC&T  International  Inc. 
At  the  center  of  this  tale  are 
a  half-dozen  shadowy  Ba- 
hamian entities  and  Sovereign  Equity 
Management  Corp.,  which  brought  sc&T 
public.  Street  sources  say  Sovereign  is 
controlled  by  Abramo  through  a  man 
named  Philip  Gurian,  whose  National 
Association  of  Securities  Dealers  regis- 
tration was  revoked  in  1991. 

Gurian  was  the  key  player  in  orga- 
nizing the  offshore  financial  conduits 
that  handled  the  SC&T  deal.  Also  playing 
a  pivotal  role  is  a  prominent  Bahamian, 
the  son  of  the  island  nation's  former 
Prime  Minister,  Lynden  Pindling.  Also 
allegedly  involved  in  the  SC&T  deal  is  a 
man  described  by  Street  sources  and 
investigators  as  a  longtime  associate  of 
both  Abramo  and  Gurian — Thomas  F. 
Quinn,  a  disban-ed  lawyer  and  convicted 
securities  swindler  with  a  two-decades- 
long  history  of  running  investment 
scams  worldwide. 

With  its  unlikely  cast  of  characters, 
the  tale  of  sc&t  and  the  Mob  is  a  prime 


example  of  how  the  Mob  exploits  c( 
panies  and  walks  away  unscathed,  s 
almost  inevitably,  unexposed.  In 
process,  investors  in  small-cap  sto 
are  routinely  ripped  off.  By  the  t: 
the  public  buys  the  shares  at  the 
the  Mob  has  already  cashed  in  ch 
stock  that  it 
tained  well  in 
vance.  For  sci 
shareholders, 
horror  story 
not  begin  until 
year,  when 
company  ear: 
the  distinction 
being  one  of 
worst  perform 
stock  issues  in 


FIVE  STEPS 
TD  OFFSHORE 
RICHES 

IPhil  Gurian,  alleged 
associate  of  reputed 
mobster  Philip  Abramo, 
sets  up  Bahamian 
companies  as  financial 
conduits  early  in 
1994.  Resident  agent 
is  a  prominent 
Bahamian  lawyer, 
L.  Obafemi  Pindling. 


4 


k-  -  M    NASDAQ  small- 

p-^^^t  market.  But 

the  few  who  pr' 
ed  from  the  d 
the  SC&T  story 
gins  late  in  199 
Back  then, 
looked  promis 
The  company  ■ 
about  to  get  some  preliminaiy  financ 
sc&t's  chief  financial  officer  dashed 
routine  letter  to  the  underwrite)* — ' 
ereign— on  Dec.  19,  1994.  The  letter 
addressed  to  "Mr.  Phil  Gurian,  So 
eigTi  Equity  Management."  But  tl 
was  no  Phil  Gurian  at  Sovereign 
officially. 

In  fact,  Gurian's  role  at  Soven 
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'  and  the  sc&T  deal 

was  crucial.  Sources  who  are  well 
lainted  with  Gurian  say  that  for 
s  he  has  been  the  New  York-based 
imo's  key  confederate  at  Sovereign's 
I  Raton  (Fla.)  headquarters  and 
es  a  similar  function  at  its  sister 
Dany,  Falcon  Trading  Group  Inc.  In 
words  of  one  former  sec  organized 
le  investigator,  the  two  men  are 
!ly  hnked — the  "two  Phils,"  as  he 
Gurian  and  Abramo.  Both  men  also 
lUeged  by  investigators  and  sources 
ork  closely  with  Quinn,  whom  they 
ribed  as  a  master  at  organizing 
k  deals  and  high-pressure  "boiler 
i"  operations  that  sell  stock  to  the 
ic.  One  investigator,  who  has  ex- 
led  phone  records  of  both  Quinn 
Gurian  subpoenaed  in  an  sec  law- 
against  Quinn,  notes  that  there 
!  phone  calls  between  Gurian  and 
in — and  between  Abramo  and 
in — in  1995,  while 
SC&T  financing  was 
T  way.  There  were 
calls  from  Quinn  to 
Dn. 

J.  TALK?  Gurian  de- 
having  any  role  at  Sovereign  or 
)n,  but  says  that  he  is  often  at  Sov- 
jn  because  of  his  close  friendship 
its  former  president.  Glen  T.  Vittor. 
December,  1994,  letter  was  sent 
im  at  Sovereign,  Gurian  says,  be- 
e  of  his  frequent  visits  to  the  fiiin.) 
reign  Comphance  Director  Thomas 
lands  denies  that  Abramo,  Quinn, 
ui'ian  have  any  role  at  the  fii-ms. 
an  readily  admits  that  he  had  fre- 
t  phone  contact  vrith  Quinn  in  1995, 
;ays  that  he  discussed  a  variety  of 
;uous  things.  "We  talked  about 
ey,"  says  Gurian.  He  says  that  he 
IS  Abramo,  but  only  as  a  "stock 
loter."  Gurian  denies  any  business 


2 In  April,  1995,  SC«&T  International  sells  private 
issue  stock  to  the  Bahamian  outfits  for  $1.5 
nnillion.  In  April  and  May,  the  companies  also  are 
sold  $1  million  in  SC&T  notes,  shares,  and  stock 
warrants  in  a  deal  arranged  by  Sovereign. 


dealings  with  Quinn  or  Abramo. 

Although  only  in  his  mid-thirties, 
Gurian  has  long  been  enmeshed  in 
the  world  of  "chop  houses" — dealers 
in  penny  stocks  such  as  Blinder,  Robin- 
son &  Co.,  where  he  worked  in  the 
early  1980s. 

In  1991,  Gurian 's  registration  was 
revoked  by  the  National  Association 
of  Securities  Dealers  for  nonpayment 
of  fines  imposed  in  disciplinary  pro- 
ceedings. But  apparently,  it  didn't  spark 
a  career  change  for  Gurian.  In  early 
1994,  the  NASD  brought  charges  accusing 
Giuian  of  working  as  a  trader  at  Falcon 
without  being  registered  and  said  he 
and  Falcon  had  failed  to  honor  trades 
from  other  brokerages.  The  nasd  per- 
manently baiTed  him  from  the  secuiities 
business.  Gurian  appealed,  but  the  ac- 
tion was  upheld  in  March,  1995. 

But  even  though  he  was  twice  or- 
dered to  stay  clear  of  the  brokerage 
business,  Gurian  had  a  major  role  in 
the  SC&T  financing.  That  is  cleai'  from  in- 
ternal records  produced  under  subpoena 
by  SC&T  in  court  proceedings  brought 
against  Sovereign,  Falcon,  and  other 
fii'ms  by  Edwin  B.  Mishkin,  court-ap- 
pointed trustee  for  the  bankmptcy  of 
Adler,  Coleman  Clearing  Corp.  Adler 
collapsed  after  the  demise  of  the  penny- 
stock  fiiTn  Hanover,  Sterling  &  Co.,  and 
Mishkin  has  filed  suits  accusing  short- 
sellers,  including  Sovereign,  Falcon,  and 
Gurian,  of  causing  Hanover's  demise. 
The  two  firms  and  Gurian 
are  fighting  the  suits. 


Gurian,  a  barred  broker,  denies 
any  role  at  Sovereign,  but  mail 
for  him  goes  to  its  address 


3 Gurian  is  al- 
leged to  be 
a  hidden  con- 
trol person  of 
Sovereign  Equi- 
ty Management, 
SC&T's  under- 
writer. Sover- 
eign denies  he 
has  any  role  in 
the  firm. 


December  19,  1994 

VIA  FACSIMILE 

Mr.  Phil  Gurian 
Sovereign  Equity  Management 
5200  Town  Center  Road,  Suite  309 
Boca  Raton,  Florida  33486 

R«t  Private  Placement  Funds 


The  internal  sc&T  records 
subpoenaed  by  Mishkin  in  the 
suits  include  letters  written 
by  sc&t's  then  chief  executive, 
James  L.  Copland,  and  ad- 
dressed to  "Phil  and  Glen" — 
Sovereign  former  President 
Vittor  and  the  barred  broker, 
Guiian.  Copland,  who  remains  chaii-man 
but  has  since  stepped  down  as  sc&t's 
CEO,  did  not  return  phone  calls,  sc&t's 
new  CEO,  Thomas  Bednarik,  declined 
comment,  sc&t's  attorney,  Sara  R. 
Ziskin,  said  that  company  officials  would 
not  be  interviewed  for  this  article.  In  a 
previous  interview,  Copland  acknowl- 
edged Gurian's  key  role  in  t!ie  financing 
but  denied  any  knowledge  of  ai;  orga- 
nized crime  role. 

ANGRY  LETTER.  Gurian  acknowledges 
that  he  worked  on  the  financing — but 
insists  that  he  did  all  that  work  out  of 
fiiendship  for  Vittor  "I  didn't  get  paid  a 
penny  for  that  deal,"  he  says.  But 
Hands  insists  that  Gurian  is  mistaken, 
and  that  he  had  no  role  in  the  IPO,  paid 
or  unpaid. 

The  Gurian- Vittor-sc&T  correspon- 
dence was  sometimes  acrimonious.  At 
one  point,  Copland  expressed  initation 
at  being  put  off  when  he  asked  where 
the  money  for  the  company  was  coming 
from.  "Yes,  I  do  care  fellows,  who  is 
funding  it  all,  and  right  now  I  have  no 
idea!"  said  an  exasperated  Copland  in  a 
letter  to  "Glen  and  Phil"  on  May  15, 
1995. 

By  the  time  Copland  wrote  that  let- 
ter, SC&T  already  had  gone  through  its 
fii'st  wave  of  interim  financing.  In  April 
and  May,  Gurian  and  Vittor  raised  $2.5 
million  for  sc&T  by  selhng  notes,  war- 
rants, and  stock,  mainly  to  six  Bahami- 
an investors:  Maraval  &  Associates, 
Bauman  Ltd.,  Caspian  Con- 
sulting, Robert  Adams,  Rod- 
dy DiPrimo  Ltd.,  and  Ubiq- 
uity Holdings.  In  the  IPO,  the 
Bahamians  cashed  out  for  $5 
apiece  the  1.6  million  shares 
they  acquired  at  $1.33  a 
share — a  gain  of  $5.8 
miUion. 

Copland  would 
have  gotten  little  in- 
formation on  the  peo- 
;      pie  funding  his  compa- 
ny— the  Bahamians — 
fi'om  his  own  prospec- 
tus.  The  "beneficial 
owners"  of  the  compa- 
'       nies,    listed    in  the 
prospectus,  appeared  to 
have  no  apparent  hnks 
to  either  sc&T  or  Sov- 
ereign, which  brought 
the   company  public. 
Who  put  the  money 
into  those  Bahamiaji  en- 
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titles?  Gurian  won't  say.  But 
there  is  one  solid  clue  to  the 
people  who  were  getting  in 
on  the  gi'ound  floor  of  the 
sc&T  deal. 

Not  long  after  the  Ba- 
hamians were  snapping  up 
cheap  shares,  some  two 
dozen  individuals  participat- 
ed in  the  company's  small- 
est round  of  financing.  Some 
$875,000  in  notes  and  sc&T 
stuck  were  sold  in  a  Sover- 
eign-managed deal  in  August  and  Sep- 
tember, 1995.  The  names  were  listed  in 
the  footnote  to  an  sc^rr  filing  with  the 
SEC  in  November,  11*95.  Three  of  the 
24  names  have  a  familial'  ring  to  them — 
Abramo  and  Quinn.  Among  the  buyers 
of  the  private-issue  shares  and  notes, 
duly  redeemed  in  December,  1995,  were 
Romilda  Abramo — the  wife  of  Phil 
Abraniu— Frank  Quinn  and  Laura 
Quinn.  According  to  an  investigator  who 
has  long  tracked  Thomas  Quinn,  Frank 
Quinn  is  the  father,  and  Laura  Quinn 
the  aunt,  of  Thomas  Quinn. 

Quinn  is  the  subject  of  a  $25  million 
civil  judgment  arising  from  sec  pro- 
ceedings involving  stock  deals  in  the 
1980s,  and  investigators  for  the  sec  are 
exploring  the  possibility  that  Frank  and 
Laura  Quinn  have  been  used  as  thinly 
concealed  fronts  for  Thomas  Quinn. 
Quinn's  attorney  declined  comment. 
Likewise,  Romilda  Abramo  might  easily 
have  been  a  proxy  for  her  husband.  In- 
deed, their  house  in  Saddle  Brook  is  in 
her  name  as  well.  Efforts  to  reach 
Frank  and  Laura  Quinn  and  Romilda 
Abramo  were  unsuccessful. 

The  presence  of  the  Quinn 
and  Abramo  kinfolk  is  among 
the  most  compelling  evidence  of 
links  between  the  two  men — 
and  then-  links  to  the  SC&T  deal. 
Another  link  between  Quinn 
and  the  Bahamian  companies 
appears  in  the  phone  records 
subpoenaed  by  the  sec  in  its 
legal  tussles  with  Quinn.  A 
source  says  they  show  calls 
from  Quinn  to  a  Bahamian  com- 
pany called  Pindling  &  Co.  dur- 
ing" 199.5. 

Pindling  is  a  crucial  name  in 
this  saga.  L.  Obafemi  Pindling  is  a  reg- 
istered agent  for  Ubiquity  and  the  oth- 
er Bahamian  firms  involved  in  the  SC&T 
deal.  ("Umbiquity"  is  the  name  that  ap- 

SC&T  checks  payable  to 
relat  ives  of  Abramo  and  Quinn 
point  to  their  involvement 
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4 SC&T  goes 

public  in  De-  ;  ' 
cember,  1995, 
and  the  Bahamian 

companies— which  • 

were  among  the  i 

selling'Sh^rehold-  \ 

ers  —cash  out  at  a  \ 

handsome  profit.  { 


SC&rS  PHOENIX  HEADQUARTERS 


pears  in  sec  filings  but  is  apparently  a 
misspelling.)  Pindling  is  the  son  of  Lyn- 
den  Pindling,  who  was  for  many  years 
Prime  Minister  of  the  Bahamas.  How 
did  such  a  prominent  Bahamian  get  in- 
volved in  setting  up  the  Bahamian 
firms?  Obafemi  Pindling  did  not  respond 
to  phone  calls  and  faxes  to  his  office 
in  Nassau. 

PRIME  MOVER.  Pindling  handled  the  pa- 
perwork involved  in  organizing  the  Ba- 
hamian companies.  But  by  all  accounts, 
he  had  no  role  in  running  them.  Who 
did?  Quinn  may  have  had  a  role,  as 
the  phone  records  imply.  But  the  man 
who  had  the  leading  role  in  operating 
those  companies  was  none  other  than 
the  ubiquitous  Philip  Gurian.  Abramo's 
alleged  associate  was  not  only  the 
prime  mover  behind  the  sc&T  financing 
but  also  was  instrumen- 
tal in  the  operation  of  the 
offshore  entities,  which 
were  set  up  in  early  1994 
and  did  more  than  just 
buy  SC&T  stock.  Mishkin 
recently  sued  Ubiquity, 
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5 Money  from  the 
Bahamian  com- 
panies flows  back 
into  the  U.S.  Also 
cashing  in  are  hold 
ers  of  SC&T  deben- 
tures sold  by  Sover 
eign.  They  include 
the  wife  of  Phil 
Abramo  and  two 
relatives  of  convict- 
ed stock  swindler 
Thomas  Quinn. 
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1  Maraval,  Caspian,  and  Lu 
man,  claiming  they  rece  e( 
proceeds  from  imprce 
short-selling  of  Hance 
stocks.  Gurian  dismis.sesh' 
suit  as  "bull."  A  similar  li 
against  DiPrimo  rece  ,1- 
resulted  in  a  $150  mib: 
default  judgment,  wlc 
DiPrimo  is  appealing. 

Gurian's  involvemeii 
the  Bahamian  com]ia 
would  ordinarily  never  1 
come  to  Hght.  Not  a  word  was 
about  him  in  the  sc&T  prospectus  i 
the  papers  filed  with  the  sec  b.\' 
offshore  entities  in  connection  wit  1 1 
offering.  But  there  was  an  unforc 
development.  Several  months  after 
sc&T  offeiing,  some  $1.7  million  alleu 
disappeared  from  Ubiquity's  accm 
held  at  a  Canadian  brokerage.  In  ;i 
filed  against  the  brokerage  and  ni 
by  Ubiquity,  the  firm  notes  thai 
person  who  "provided  all  tradinu 
stractions"  for  the  firm  was  none  1 1 
than  PWl  Giuian.  Guiian  describo- 
self  as  merely  an  "adviser"  to  tln' 
hamian  accounts.  But  he  acknowl(  < 
that  he  directed  the  trading  for  Uli 
ty  and  other  Bahamians  involved  m 
sc&T  deal. 

The  case  of  the  missing  $1.7  milli(  i 
a  saga  within  a  s ' 
Ubiquity  claims  in  the 
that  the  money  was  m 
by  a  Canadian  broke  i 
a  convicted  penny 
manipulator,  Eric  W 
whose  "coffee"  meet 
with  President  Cln 
have  lately  gained  tin 
ety.  Efforts  to  obtaii 
intemew  with  Wynii. 
recently  began  ser\  i! 
prison  senience  for  - 
rities  fraud,  were  tin 
cessful.  In  a  statenK  i 

BUSINE.SS  WEEK,  he  lir 

involvement  in  any  i 
and  claims  the  theft  ii 
took  place.  Wynn 
that  Gurian  falsely  claimed  tha' 
money  was  stolen.  He  maintain- 
Gurian  hatched  a  scheme  to  del 
the  Canadian  broker  and  its  in 
ance  company  by  falsely  clan 
the  loss  and  then  unsucce.--l 
sought  to  involve  Wynn  in 
scheme.  Gurian  vigorously 
Wynn's  allegations. 
The  Royal  Canadian  Mountfii 
lice  investigated  the  reported  ili 
pearance  of  the  money — and  caim 
with  an  intriguing  tidbit  about  I 
uity's  ownership.  According  to  a 
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mary  of  the  RCMP  investigation,  a  copy 
of  which  was  obtained  by  business 
WEEK,  an  ominous  incident  took  place 
after  the  money  was  found  missing.  A 
Canadian  broker,  accused  in  the  suit 
of  joining  with  Wynn  in  steahng  the 
money,  was  visited  in  a  Manhattan  ho- 
tel room  in  mid-1996  by  Gurian  and 
what  the  report  describes  as  "three 
males."  .\n  rcmp  investigator,  who  re- 
quested anonymity,  says  the  three  were 
de.-.  i'ibed  to  the  RCMP  as  "hoodlums." 

Guiian  says  he  brought  along  three 
"friends"  to  intimidate  the  bi'oker,  but 
denies  they  were  "hoodlums."  He  also 
denies  reports,  from  sources  familiar 
with  the  incident,  that  one  of  the  three 


A  shadowy  figure 
knnwn  only  as  "Lou" 
tends  to  the  jailed 
Abramo's  affairs 


was  an  angry  Abramo,  who  allegedly 
claimed  the  stolen  money  was  his. 
Abramo's  lawyer,  Harvey  Weissbard, 
declined  comment. 

BIG  LOSERS.  Whoever  owTied  the  money, 
it  would  seem  Ubiquity  and  the  other 
Bahamian  entities  were  linked.  A  Dec. 
20,  1995,  letter  from  Sovereign's  Hands 
instructs  SC&T  to  make  payments  for 
all  the  Bahamian  entities  to  a  bank  ac- 
count in  New  York  City — for  the  bene- 
fit of  a  single  account  at  PindUng  &  Co. 
If  Ubiquity  was  the  victim  of  a  heist,  it 
was  not  the  only  party  to  the  sc&T  saga 
to  have  lost  big.  sc&T  shareholders  saw 
their  shares,  which  went  public  at  $5, 
climb  to  $8  in  June  before  plummeting 
to  pennies  by  yeai'end.  Sovereign  ceased 
supporting  the  stock. 

For  his  part,  Abramo,  though  incar- 
cerated, has  ensured  that  he  remains 
ciUTent  on  activities  in  his  old  stomping 
gi'ounds — Wall  Street.  And  it  is  no  sur- 
prise that  the  man  who  sources  say  is 
filling  in  for  Abramo  on  the  Street  has 
also  made  a  fetish  of  secrecy.  He  is  an 
Abramo  confidant  who  goes  by  the 
name  of  "Lou" — a  man  who  is  so 
averse  to  pubhcity  that  only  his  closest 
confederates  know  his  last  name.  Lou 
has  been  seen  in  New  York  City,  Long 
Island,  and  Florida,  watching  out  for 
the  interests  of  his  imprisoned  associ- 
ate. But  if  he  decides  someday  to  ex- 
pand his  vistas  to  the  Bahamas,  he  will 
find  the  welcome  warm  and  the  wall 
of  silence  as  comfortingly  high  as  ever. 

By  Gary  Weiss  in  New  York 


COMMENTARY 


By  Geoffrey  Smith 

WHY  DIDN'T  ANYONE 
SMELL  A  RAT  AT  CENTENNIAL? 


Centennial  Technologies  Inc., 
once  a  high-tech  dynamo  in  Bil- 
lerica,  Mass.,  was  last  year's 
biggest  gainer  on  the  New  York 
Stock  Exchange,  up  450%.  But  this 
year.  Centennial  slumped  from  55'A 
on  Dec.  30  to  2  '/,  in  mid-March. 

Not  suri^risingly,  serious  fi-aud  is 
suspected.  According  to  court  docu- 
ments, CEO  Emanuel  Pinez  used  a 
foiTTi  of  trickeiy  rarely  seen:  He 
hyped  sales  by  using  his  ample  per- 
sonal fortune  to  fund  purchases. 
"Any  auditor  would  have  a  hard  time 
catching  that,"  says  William  H. 
Coyne,  an  accounting  professor  at 
Babson  College. 

Pinez  founded  Setag 
Inc. — which  later  became 
Centennial — in  1987  to  de- 
velop PC  cards  for  portable 
computers  and  laser  print- 
ers. Sales  jumped  from  $12 
million  in  1995  to  $38  mil- 
lion 1996,  with  profits  ris- 
ing briskly  as  well. 

But  there  were  many 
red  flags  that  should  have 
been  spotted,  because 
Pinez  had  a  veiy  checkered 
past.  The  Israeli-bom  exec- 
utive acknowledged  in 
court  last  month  that  he  had  a  crimi- 
nal conviction  on  copyiight  violations 
in  Switzerland — but  said  the  convic- 
tion had  been  expunged  from  his 
record.  According  to  several  ac- 
counts, he  was  also  fii-ed  ft-om  a  job 
for  creating  false  sales  records  at  a 
unit  of  Singer  Co.,  and  he  lied  about 
his  schooUng  on  his  resume  and  in 
Securities  &  Exchange  Commission 
fihngs. 

INNOCENT.  Pinez'  alleged  accounting 
shenanigans  may  go  back  as  far  as 
1994  and  may  involve  deceptions  well 
beyond  fictitious  sales  receipts,  ac- 
cording to  court  documents.  Centen- 
nial Director  John  J.  Shields,  a  for- 
mer CEO  of  Computeivision  Corp., 
says  in  an  affidavit  that  Pinez  admit- 
ted to  him  that  he  altered  inventoiy 
tags  and  recorded  sales  on  products 
that  were  never  shipped.  Pinez' 
lawyer  says  Pinez  is  innocent. 
Coopers  &  Lybrand,  Centennial's 


auditor,  claims  that  "the  fraudulent 
accounting  practices  wei'e  apparent!; 
carried  out  by  the  company's  fonner 
top  management  to  deceive  its  boarc 
investors,  lenders,  creditors — and 
Coopers  &  Lybrand."  That's  an  aw- 
fully long  list,  and  no  one  should  be 
more  red-faced  than  WiUiam  J.  Shea 
chief  financial  officer  of  BankBoston, 
who  served  on  Centennial's  board 
and  whose  bank  was  the  company's 
primary  lender  Shea  declined  com- 
ment. Donald  Peck,  the  company's 
chief  counsel,  says  the  board  took 
quick  action  when  questions  arose. 
The  new  ceo  hired  to  rescue  the 
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company,  Lawence  J.  Ramaekers, 
added  a  baroque  twist  to  the  traged 
on  Feb.  25,  when  he  told  a  reporter 
that  the  company's  sales  were  going 
well.  The  news  sent  Centennial's 
stock  skvT'ocketing — fi"om  4'A  to  14X. 
The  New  York  Stock  Exchange  halt 
ed  trading  after  the  company  said  it 
would  issue  a  clarification — in  which 
it  played  down  his  remarks.  The 
stock  reopened  on  Feb.  27  at  .3K.  It 
was  later  dehsted. 

On  Mar  12,  Pinez,  58,  was  indict- 
ed on  five  counts  of  securities  fraud 
How  he  managed  to  deceive  so 
many  for  so  long  remains  murky. 
What  is  clear  is  Shea  isn't  the  only 
one  who  deserves  to  be  embar- 
rassed. A  small  crowd  of  seemingly 
sophisticated  folks  who  were  sup- 
posed to  look  out  for  shareholders' 
interests  just  blew  it. 

Smith  covers  finance  from  Bostor 
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Want  to  know  how  to  distance  yourself  from  your  competitors? 

Get  closer  to  your  customers. 


simple.  Give  customers  what  they  want  when 
^  want  it  and  they'll  keep  giving  you  their  business. 
;  hard  part  is  how.  The  answer?  Integrate  your 
;e  and  data  systems  with  an  exciting  technology 
ed  computer  telephony  integration  or  CTI.  CTI 
;s  your  employees  real-time  access  to  valuable 
tomer  data.  So  every  time  a  customer  calls-  via 


phone,  fax,  e-mail  or  even  the  Internet-  you  can  give 
them  answers  instantly.  And  enjoy  a  chance  to  get 
that  much  closer.  As  the  world's  second  largest 
computer  maker,  we've  been  integrating  systems  for 
decades.  And  we  can  help  you.  To  learn  more, 
call  1-888-FBCS-CTI  for  a  free  white  paper. 
Or  download  a  copy  at  www.fbcs.fujitsu.com. 


Fujfrsu 

COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


©  1997  Fujitsu.  All  rights  reserved 


Finance 


BANKING 


OUT  OF  THE 
S&L  ASHES 

Supei  1  hrifts  are  emerging  to 
chailenge  full-service  banks 

Until  February,  Great  Western  Fi- 
nancial Corp.  was  a  lumbering  sav- 
ings and  loan  best  known  for  its 
TV  ads  with  John  Wdvne  waving  a 
branding  ii'on  and  vvitli  Dennis  Weaver 
on  horseback.  These  days,  the  giant  Los 
Angeles  thiift  is  the  takeover  piize  in  a 
real-life  showdown  between  two  s&L 
heavyweighls:  Seattle's  Washington  Mu- 
tual Inc.  and  H.  F.  Ahmanson  &  Co  in 
Irwiiidale,  Calif. 

The  acrimonious  battle  is  emblematic 
of  the  high-stakes  dealmaking  in  s&Ls, 
which  has  attracted  such  investors  as 
Robert  M.  Bass  and  Ronald  0.  Perel- 
man.  The  thrift  industry  itself,  ever 
since  the  1980s  crisis,  has  been  in  rapid 
decline.  But  a  small  band  of  "su- 
per-thrifts" is  emer-ging  that  could  es- 
cape that  fate.  They  ar-e  busily  acquuing 
other-  thrifts  and  community  banks  in 
or-der  to  go  head-to-head  with  commer- 
cial banks.  Once-obscur-e  player-s  now 
on  the  move,  besides  Seattle's  Wash- 
ington Mutual,  include  Charter-  One  Fi- 
nancial  in  Cleveland,  tcf  financial  in 
Minneapolis,  and  Peoples  Heritage  in 
Portland,  Me.  "These  thrifts  are  ah-eady 
coini)eting  successfirlly  with  fir-st-tier  r-e- 
gional  banks,"  says  Car-en  E.  Mayer-  of 
Montg(jmei-y  Securities. 
NO  PANACEA.  With  seller-s  outnimibering 
buyers,  some  superthrifts  have  easily 
picked  up  their-  br-ethr-en.  By  chopping 
costs  of  newly  acquir-ed  pr-ey,  they  have 
been  able  to  squeeze  higher-  pr-oiits  out 
of  mor-tgage  oper-ations — even  those 
with  the  scrawniest  mar-gins.  Says 
Charies  John  "Bud"  Koch,  the  6-ft.,  6-in. 
chair-man  and  ceo  of  Charter  One: 
"Ther-e  has  been  a  once-in-a-career  op- 
portunity for  a  lot  of  us  to  make  a  huge 
amount  of  money  by  consolidating  weak- 
er- player-s." 

Acquisitions  alone  ar-e  no  panacea. 
Super-thrifts  also  have  moved  to  cut 
their-  funding  costs  and  incr-ease  what 
they  ear-n  on  that  money  by  moving  be- 
yond thrifts'  tr-aditional  ter-ritory  of 
mortgages.  Customer-s  at  a  Charter  One 
branch  most  likely  would  not  know  they 
wer-e  in  a  thrift.  They  can  easily  get  a 
home-equity,  car,  or  boat  loan — along 
with  life  insur-ance  or  mutual  funds. 


KOCH:  An  "opportunity ...to  make  a  huge  amount 


HIGH-STAKES  DEALMAKING 

H.F.  AHMANSON  Winning  Great  Western  would 
create  a  $93  billion  giant.  The  fourth-quarter 
return  on  equity  was  15%.  Assets:  $50  billion. 

WASHINGTON  MUTUAL  Already  a  powerhouse 
with  an  18%  return  on  equity.  A  merger  with 
Great  Western  would  create  an  $87  billion 
behemoth.  Assets:  $45  billion. 

CHARTER  ONE  Rapidly  expanding  across  the 
Midwest.  Its  return  on  equity  was  18%.  Assets. 
$14  billion. 

TCF  A  leader  in  becoming  more  banklike. 
Return  on  equity  is  20%.  Targets  the  under- 
served  lower  middle  class.  Assets:  $7  billion. 

PEOPLES  HERITAGE  Bank  acquisitions  have 
revitalized  this  former  basket-case  thrift.  Return 
on  equity  is  17%.  Assets:  $5  billion. 

DATA:  BUSINESS  WEEK,  KEEFE,  BRUYEHE  &  WOODS  INC 


William  A.  Cooper,  chairman  and  ceo 
of  TCF  Financial  Corp.,  has  created  one 
of  the  nation's  most  banklike  and  most 
pr-ofrtable  thr-ifts  by  tar-geting  the  un- 
der-ser-ved  lower-  middle  class.  Only  45% 
of  tcf's  assets  ar-e  in  mor-tgages.  More 
important,  53%  of  its  deposits  ar-e  in 
low-cost  checking,  savings,  and  money- 
mar-ket  accounts.  If  they  have  only 
"$500  in  a  checking  account,  customer-s 
don't  car-e  what  I  pay  them  [in  inter-- 
est],"  says  Cooper-. 

To  gain  ammunition  in  their  fight  to 
become  banks,  many  superthrifts  have 
hired  away  top-flight  managers  who 
were  victims  of  the  bank  mer-ger  wave. 


Ahmanson,  for  one,  pic; 
up  Fir-st  Inter-state's  wl 
regarded   vice  chairn 
Bruce  G.  Willison — aLi 
with  61   branches  fir 
Fir-st  Interstate  Banc- 
after  it  merged  with  W  l 
Far-go  &  Co. 
EROSION.    Most  bai-i-; 
that  once  gave  thi'ifl 
competitive  edge  have  , 
en.  The  emer-gence  of  ¥ 
nie  Mae  and  Freddie-  ^ 
which  pool  mortgages  ^ 
sell  them  on  second 
mar'kets,  has  er-oded  pr-(* 
from  the  thrifts'  once  - 
chisive  niche  of  moH  i:. 
lending.  And  thrifts  h 
watched  their  tr-aditii 
source  of  funding,  cer  i' 
cates  of  deposit,  dry  u]S 
consumers  have  tui-r.tM 
dr-oves  to  mutual  finid- 
r-ecognition  of  this,  ( 
gress  has  lower-ed  the 
sur-ance  that  thrifts 
deposits — to  be  moi-i ; 
line  with  what  banks  i 
And  by  1999,  banks 
thrifts  should  have 
same  charter-s,  ehmina.i 
the  legal  difference  e 
tween  the  two  entities 
Superthrifts  face  i 
other  challenges.  The\ 
diver-sifying  into  an  ■> 
cr-owded  bank  market 
as  the  size  and  pi  ii  i 
their  acquisitions  grew 
does  the  risk  that  d 
will  not  be  executed  \ 
For-  Washington  Mututo 
Ahmanson,  winning  G»a 
Westei-n  should  be  a  <■ 
But  both  could  stun  : 
Ahmanson  would  ha\  ' 
make  a  svv^eeping  cull 
change — it  lags  in  ofl'e. 
bank  products — while  i 
gr'ating  a  giant  hostile  acquisition 
make  money  on  the  deal,  Washin; 
Mutual  would  have  to  achieve  coji.-i 
able  cost  savings  and  boost  revenue 
think  a  lot  [of  thrifts]  will  end  up  !> 
bought  by  banks,"  says  Jame 
Schmidt,  executive  vice-pr'esiden 
John  Hancock  Funds  Inc. 

Charies  R.  Rinehart,  the  50-ye;i 
CEO  of  Ahmanson,  puts  the  chalit 
facing  thrifts  eager  to  become  more  ^ 
banks  in  blunt  words  that  John  W;n 
and  Dennis  Weaver  would  appi-ect 
"It's  change  or  die." 

By  Kathleen  Morris  in  Los  Amr 
witli  Alison  Rea  in  New  York 
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what's  the  difference 
between  RPS  and  UPS? 


One  letter. 

Plus  a  wliole  new  way  of  doing  business. 

As  the  fastest-growing  small-package  carrier  in  histc^y, 
RPS  gives  you  choices. 
Like  delivery  to  every  business  in  North  America, 
free  en  route  tracing  (even  on  the  Internet!), 
and  shipping  sei"vices  that  really  do  save  time  and  money. 
So  whether  you  ship  packages 
or  receive  them  —  10  a  day  or  10,000  — 
one  letter  does  make  a  world  of  difference. 

RPS.  Delivering  more  than  your  package. 

1-800-ROADPAK'  (762-3725) 
www.shiprps.com 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

COLD  IN 
GOLDEN  WEST? 

On  the  Coast,  high  tech  and  biotech 
aren't  the  only  lively  issues.  Anoth- 
er hot  bunch:  savings  and  loans.  Sev- 
l  al  money  managers  are  betting  that 
another  big  thrift  will  soon  follow  the 
path  taken  by  Great  Western  P'inancial, 
which  has  agreed  to  be  bought  by 
Washington  Mu- 
CALIFORNIA.        tual— thus  dodg- 
HERE  THEY  COME     ing  a  hostile  Feb. 

18  bid  from  H.  F. 
Ahmanson,  the 
■  nation's  largest 
S&L  (page  192). 

These  pros  are 
convinced  that 
the  ne.xt  target 
will  be  Golden 
West  Financial 
(GDW),  the  nation's 
third-largest  s&L. 
One  money  man- 
ager who  is  buy- 
ing says  that  one 
likely  suitor  will 
be  the  spurned  Ahmanson. 

This  money  pro  says  Golden  West, 
now  at  71 will  also  attract  other  suit- 
ors. He  figau'es  Golden  West  shai"es  ai'e 
woith  113  to  125  in  a  takeover — based 
on  2.7  to  o  times  their  book  value  of 
$42.  The  Great  Western  offer  was 
based  on  the  same  fonnula,  he  notes. 

Out-of-state  banks  are  also  known 
to  be  interested  in  a  slice  of  California 
business.  NationsBank  ceo  Hugh  Mc- 
Coll  says  he's  eager  to  move  in.  The 
thrifts  holding  the  biggest  shares  of 
the  state's  bank  deposits  are  Ahman- 
son, with  7%;  Great  Western,  5%;  and 
Golden  West,  nearly  3%.  In  this  period 
of  buyouts,  "our  top  pick  is  Golden 
West,"  says  analyst  Paul  Hubennan  of 
Standard  &  Poor's.  He  says  it  has  ex- 
cellent asset  quality,  good  loan-origi- 
nation capability,  and  affluent  deposi- 
tors. Golden  West  is  concentrated  in 
CalifoiTiia,  but  it  has  a  presence  in  Ari- 
zona, Florida,  New  Jersey,  and  Texas. 

Analysts  consider  Golden  West  the 
Rolls-Royce  of  s&Ls.  Smith  Barney  an- 
alyst Thomas  O'Donnell  notes  that  it 
has  the  "best  track  recoi'd  among  ma- 
jor s&Ls."  Unlike  many  other  thiifts,  he 
says.  Golden  West — mainly  because  of 
its  marketing  skill — is  generating  sohd 
earnings  and  asset  gi-owth.  Cost  cut- 
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ting,  he  adds,  is  a  priority  at  Golden 
West,  which  is  run  by  the  wife-and- 
husband  team  of  Marion  and  Herbert 
Sandler,  jointly  co-chairmen  and  co- 
CEOs.  They  control  19.8%  of  the  stock. 

O'Donnell  expects  Golden  West  to 
earn  $5.90  a  share  this  year  and  $6.50 
next  year,  up  from  last  year's  $5.32. 

MAKING  ANGEION'S 
HEART  SING 

Angeion  (angn),  which  is  developing 
implantable  cardioverter  defibrilla- 
tors for  the  treatment  of  airhythmia, 
or  irregular  heartbeat,  has  yet  to  re- 
cover from  a  heart-stopping  blow:  In 
October,  St.  Jude  Medical,  the  No.l 
maker  of  mechanical  heart  valves,  an- 
nounced it  was  acquiring  Ventritex, 
another  maker  of  defibrillators,  thus 
undomg  its  deal  to  distribute  Angeion's 
defibrillators,  still  awaiting  Food  & 
Di-ug  Administration  approval.  Angeion 
threatened  court  action,  prompting  St. 
Jude  to  seek  a  friendly  resolution.  But 
Angeion's  shares  plunged  from  GV-  on 
Oct.  21  to  4%  on  Oct.  24. 

Even  so,  James  Awad,  who  runs 
New  York  investment  firm  Awad  Asso- 
ciates, has  upped  his  buying — doubling 
his  stake  to  more  than  2  million  shares. 
He  thinks  St.  Jude,  whose  purchase  of 
Ventritex  was  blocked  by  the  Federal 
Trade  Commission  until  it  settled  with 
Angeion,  will  finally  resolve  the  dispute. 

Awad  expects  the  settlement  will 
include  handing  over  to  Angeion  a  "sig- 
nificant amount  of  money"  and  a  possi- 
ble cross-licensing  pact  on  the  two  com- 
panies' devices.  Awad  says  a  deal 
should  boost  the 
stock — by  clear- 
ing the  way  for 
Angeion  to  seek 
another  partnei'. 

Awad  also  says 
Angeion  will  be 
able  to  respond  to 
overtures  from 
other  quarters.  In 
a  buyout,  he  fig- 
ures Angeion  is 
worth  8  to  10  a 
share.  Chairman 
Whitney  McFar- 
lin,  who  expects  a 
settlement  in  a 
few  weeks,  says: 
"We're  in  active 
AWAD:  Settling  old  discussions  with 


issties  gives  new 
partners  a  chance 


potential  strategic 
pailners." 


ALZA:  PEPPED  UP 
OVER  PROTEINS 

For  more  than  a  year,  Alza  (aza)  h 
been  a  favorite  rumor  stoc 
Takeover  players  have  bet  heavily  th 
the  likes  of  Pfizer  were  angling  to  sw 
low  Alza,  a  leader  in  controlled-relea 
ding  deliveiy.  Rumors  lifted  the  stock 
34  in  March,  1996.  But  when  the  wh 
pers  came  to  naught,  the  shares  nos 
dived — to  24  by  mid-July.  But  gue 
what?  The  stock  is  back  to  around 
this  time  with  no  buyout  scuttlebu 
What's  sparking  Alza's  recovery? 

Alza  is  about  to  sign  a  pact  with 
big  dnigmaker  or  biotech  outfit  to  v 
one  of  Alza's  systems  for  an  imports 
protein,  according  to  several  investc 
attending  a  health-care  conference 
San  Francisco.  Alza  has  the  capacity 
deliver  proteins  used  in  treating  infi 
tious  diseases  and  cancer,  says  one  C 
ifomia  money  manager. 

When  Alza's  new  pact  is  announc( 
"investor  perception  of  Alza  will  i: 
prove  ch'amatically,"  he  says.  Alza's  al 
ity  to  deliver  biotech  proteins  in  a  mc 
convenient  and  efficient  manner, 
adds,  doesn't  have  the  recognition  it  (| 
sewes  on  the  Street. 

Health-care  an-  - — -^-^ 
alyst  David  Saks  MAYBE  MORE  Zif 
of  the  New  York  ON  THE  STREET, 
investment  bank 
Gnmtal  says  Alza 
is  "imdei"valued  in 
the  hot  biotech 
and  drug  group" 
and  should  be 
"selling  at  a  much 
higher  valuation, 
given  the  compa- 
ny's leadership  in 
drug  delivery." 
One  of  these,  he 
explains,  is  its 
E-Trans  system 
for  administering 
proteins  and  peptides,  including  insu 
And  Alza's  "skin  interface"  technolc 
can  propel  molecules  tlu'ough  the  a 
with  the  help  of  a  small  jolt  of  electri 
energy.  The  new  Alza  message,  SJ 
Saks,  is  that  the  company  is  on  the  c 
ting  edge  of  diug-deliveiy  technolc 
to  transmit  complex  medicines  in  a  sa 
more  convenient,  and  more  effect 
manner.  He  sees  Alza  earning  $1.30  t 
yeai-  and  $1.60  next,  vs.  $1.08  in  IS 
His  target  for  the  stock:  45  in  a  y. 
and  55  in  two. 
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WITH  THE  RIGHT  TEAM 
ANYTHING  IS  POSSIBLE. 


Remember  running  for  your  first  touchdown? 
member  the  teamwork  that  enabled  you  to  break  free? 

At  Cushman  &  Wakefield,  we  understand  the 
portance  of  teamwork  m  the  real  estate  game  today. 

Workmg  closely  with  clients,  our  first-string 
"ount  teams  help  analyze  individual  needs,  redefine 
iectives,  create  strategies  and  implement  solutions. 

Putting  even  the  most  impossible  goals  within 
IV  grasp. 

From  our  experience,  knowledge  and  research 


capabilities  to  our  creative  problem-solving,  our  team 
record  is  unmatched  in  the  industry.  In  fact,  nobody 
helps  more  emerging  market  leaders  and  businesses  of 
all  sizes,  here  and  around  the  world. 

To  put  us  on  your  team  or  to  learn  more  about 
our  real  estate  services,  call  1-800-346-678^). 


Improving  vour  place 
in  the  world!" 


3://www.cushwake.com 


Cushman  &  WAKEFiEi  n  Worldwide  '" 
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THE  PLAYER 


C  H  AMPIONSHIP 

'1  HE  PLAYERS  Championship  turns  24  the  week  of  March  24-30, 
and  the  strongest  field  in  golf  will  join  in  the  birthday  celebration 
at  the  Toiirnamctu  Players  Club  at  Sawgrass. 


In  addition,  to  winning  one  of 
the  most  prestigious  titles  in  golf, 
the  champion  walks  away  with  a 
check  for  $630,000  -  the  largest  first 
prize  (.Ml  the  PGA  TOUR  -  after  his 
week  in  Ponte  Vedra  Beach,  FL. 

"THE  PLAYERS  Championship 
has  evolved  into  one  ot  the  world's 
great  tournaments,"  PGA  TOUR 
Commissioner  Tim  Finchem  said 
of  the  tour's  showcase  event. 
"THE  PLAYERS  annually  draws 
the  strongest  field  in  golf  to  one  of 
the  game's  sternest  tests,  the  TPC  at 
Sawgrass.  We  have  been  crowning 
deserving  champions  for  23  years 
and  fully  expect  to  do  so  again  on 
the  Stadium  Course  the  afternoon 
ofiMarch  30th. 

"I  take  great  pride  in  what  the 
TOL'R  has  accomplished  with 
THE  PLAYERS  Championship," 
Pinchem  added. 

Prom  its  first  playing  in  1974, 
when  Jack  Nicklaus  won  by  two 
strokes  over  |.C].  Snead  at  Atlanta 
Countrv-  Cliib,  1  HE  PLAYERS 
C]hampionship  has  built  momen- 
tum, gained  recognition  and  earned 
acceptance  as  one  ot  golf's  finest 
competitions. 

The  early  years  were  traveling 
days.  Erom  Adanta,  TI  IE  PLA\TRS 
championship  moved  in  1975  to 
Colonial  Country  Club  in  Fort 
Worth,  TX,  where  Al  Geiberger 
defeated  Dave  Stockton  by  three 
strokes.  Then,  in  1V76,  the  site  was 
new  -  Inverrary  G&CC  in  Lauderhill, 
FL  -  but  the  champion  was  familiar, 
as  Nicklaus  became  Tl  IE  PLAYERS' 
first  repeat  winner.  Jack  posted  a 
three-stroke  victoiy. 

It  wasn't  until  last  year,  when 
F  red  Couples  earned  his  second 


title  by  four  strokes  over  Colin 
Montgomerie  and  Tommy  Tolles, 
that  THE  PLA'VTRS  Championship 
had  its  second  two-time  winner. 

From  1977  to  1981,  THE  PLAYERS 
C]hampionship  put  down  roots  in 
the  neighborhood  it  still  occupies  — 
at  Sawgrass  Country  Club  in  Ponte 
Vedra  Beach,  a  resort  community 
southeast  of  Jacksonville.  There  the 
winners'  names  were  (Mark)  Hayes, 
Nicklaus  again,  (Lanny)  Wadkins, 
(Lee)  Trevino  and  (Raymond)  Floyd. 

And  the  tournament  continued 
to  evolve.  In  1982,  the  event  moved 
to  its  permanent  site  at  the  first 
Tournament  Players  Club  -  the 
TPC  at  Sawgrass. 

Former  Commissioner  Deane 
Beman  is  credited  with  many  of 
the  ideas  for  THE  PLAYE.RS 
Championship,  including  the  course 
it  now  calls  home.  Beman  envisioned 
a  facility,  owned  and  operated  by 
the  TOUR  and  its  members,  where 
fans  would  enjoy  fiill  access  and 
unobstructed  views  at  the  tournament. 

"I  felt  the  TOLTR  needed  a  per- 
manent site  and  roots  somewhere," 
said  Beman.  "Secondly,  I  felt  the 
way  to  build  THE  PllW.RS 
C^hampionship  into  the  TOLIR's 
most  important  tournament  was  to 
own  and  control  our  own  course 
and  build  a  facility  that  was  better 
than  what  anyone  else  had.  I  also 
felt  the  TOUR  had  benefited  so 
much  from  eveiybtxly  else's  innova- 
tions, and  here  was  a  chance  tor  the 
TOUR  to  be  innovative." 

The  TPC  at  Sawgrass  truly  was 
innovative.  Designed  by  renowned 
golf  course  architect  Pete  Dye,  the 
415-acre,  par-72  facility  opened  in 
1980  but  was  unveiled  to  the  world  at 


m 


THE  PLAYERS  Championship 
Television  Schedule 

Thursday,  March  27 
First  Round  of  Competition,  ESPN 
10:00  a.m.-l:00  p.m.  EST 
3:00-6:00  p.m.  EST 

Friday,  March  28 

Second  Round  of  Competition,  ESP 
10:00  8.m.- 1 :00  p.m.  EST 
3:00-6:00  p.m.  EST 

Saturday,  March  29 

Third  Round  of  Competition,  NBC 

2:00-6:00  p.m.  EST 

Sunday,  March  30 

Final  Round  of  Competition,  NBC. 

3:00-6:30  p.m.  EST 
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le  1982  PLAYERS  Championship, 
had  an  immediate  impact  on  the 
ime  -  and  golt  course  architecture. 

The  7  ournament  Players  Club 
jncept  has  continued  to  grow 
)  the  extent  that  there  now  are 
2  operational  facilities  around 
le  world  and  five  more  under 
)nstruction.  TPCs  also  can  be 
>und  in  Japan,  Thailand  and  China. 
The  spectator-friendly  Stadium 
curse  at  the  TPC  at  Sawgrass 
;cently  underwent  changes 
^signed  to  make  it  even  more 
xommodating.  Fans  will  find  new 
>ectator  mounds  behind  die  ninth, 
3th  and  1 8th  greens,  as  well  as  a 
rger  mound  behind  No.  17.  That, 
F course,  is  the  faciht}''s  island 
•een  signature  hole  that  has  drawn 
)  much  attention  -  fi-om  profes- 
onals  and  amateurs  alike. 

One  who  certainly  has  high  praise 
ir  the  TPC  at  Sawgrass  is  Couples, 
ho  won  there  for  the  first  time 
1 1984.  With  Tom  Watson,  Seve 
ailesteros  and  Trevino  in  hot  pur- 
lit,  the  24-year-old  held  on  for  a 
le-stroke  win  over  Trevino,  the 
;cond  of  his  young  PGA  TOUR 
ireer,  worth  $144,000. 
Couples'  second  victory  last  year, 
afted  largely  through  a  final-round 
\,  the  lowest  closing  18  in  tourna- 
lent  history,  made  him  the  first 
;peat  winner  at  the  TPC.  Couples' 
-under-par  round  featured  an  eagle 
om  off  the  green  at  No.  16. 
"I  think  it  is  a  tough  tournament, 
's  got  a  terrific  field,"  Couples  said 
ter  last  year's  win.  "When  I  won 
he  first  time)  I  was  certainly  not  a 
•eat  player,  but  I  think  it  has  helped 
e  go  on  to  be  a  good  player.  A 
)-year  exemption  certainly  helps." 
Hometown  favorite  Mark 
-cCumber,  the  1988  champion  who 
imed  to  play  golf  on  Jacksonville's 
iblic  courses,  feels  THE  PLAYERS 
lampionship  has  all  the  ingredients 
eded  to  gain  recognition  as  a 
ajor  championship. 
"I  think  it  is  the  only  tournament 
at  has  any  validity  to  be  mentioned 
mg  with  the  traditional  four  majors 
"  two  reasons:  strength  of  field  and 
;  difficulty  of  the  golf  course.  It  has 
th,"  McCumber  said. 
"If  you  win  this  tournament, 
u've  beaten  the  very  best  under 
i  spotlight  under  very  demanding 


conditions.  To  me,  those  meet  the 
criteria  of  a  major  championship," 
added  the  10-time  TOLIR  winner, 
who  notes  that  the  current  majors 
weren't  "majors"  when  they 
began,  either. 

"It's  matured  as  a  tournament," 
said  Tom  Kite,  the  1989  champion 
who  won  the  1992  L^.S.  Open. 
"This  tournament  needs  to  be  the 
one  tournament  you  want  to  win, 
inclusive  of  the  majors." 

This  year's  tournament  marks  the 
first  PLAYERS  appearance  by  one 
of  the  tour's  most-talked-about 
young  players,  Tiger  Woods.  It 
won't,  however,  be  Woods'  first  visit 
to  the  TPC  at  Sawgrass.  For  that's 
where  the  21 -year-old  began  his 
unprecedented  run  of  three  consecu- 
tive U.S.  Amateur  victories  in  1994. 

As  Tiger  Woods  is  very  much  a 
part  of  the  PGA  TOLIR's  future, 
the  World  Golf  Village  will  tie 
that  future  to  golf  s  past  when  it 
opens  in  the  spring  of  1998.  The 


centerpiece  of  the  World  Golf 
Village  is  the  World  Golf  Hall  of 
Fame,  both  of  which  figure  promi- 
nently in  the  upcoming  PLAYERS 
Championship  week. 

And,  as  is  standard  with  all  PGA 
TOLIR  events,  the  players  aren't 
the  only  winners  at  THE  PLAYERS 
Championship,  which  annually  ben- 
efits Northeast  Florida  charities. 

The  1996  event  raised  $524,400 
for  charity,  lifting  THE  PLAYERS 
Championship's  overall  contribu- 
tion to  more  than  $7.3  million  since 
the  first  donation  was  made  in  1 977. 

And  speaking  of  donations,  1 996 
truly  was  a  milestone  year  in  terms 
of  PGA  TOUR  charitable  contribu- 
tions. TOUR  events  combined  for  a 
record  $29.7  million,  raising  the 
overall  total  past  the  $300  million 
plateau  -  to  more  than  $305  million 
given  to  worthy  local  causes  since 
the  initial  donation  was  made  by  a 
PGA  TOUR  tournament  in  1938. 


THE  PLAYERS  Championship  Results 


Atlanta  CC.  Atlanta,  GA 


1974 

Jack  Nicklaus 

Two  strokes  over  J. C.  Snead 

Colonial  CC,  Fort  Worth,  TX 

1975 

Al  Geiberger 

Three  strokes  over  Dave  Stockton 

Inverrary  G&CC,  Lauderhill,  FL 

1976 

Jack  Nicklaus  (2) 

Three  strokes  over  J. C.  Snead 

Sawgrass  CC,  Ponte  Vedra  Beach,  FL 

1977 

Mark  Hayes 

Two  strokes  over  Mike  McCullough 

1978 

jack  Nicklaus  (3) 

One  stroke  over  Lou  Graham 

1979 

Lanny  Wadkins 

Five  strokes  over  Tom  Watson 

1980 

Lee  Trevino 

One  stroke  over  Ben  Crenshaw 

1981 

Raymond  Floyd 

Won  playoff  over  Barry  Jaeckel  and 

Curtis  Strange 

TPC  at  Saw; 

^rass,  Ponte  Vedra  Beach,  FL 

1982 

jerry  Pate 

Two  strokes  over  Brad  Bryant  and 

Scott  Simpson 

1983 

Hal  Sutton 

One  stroke  over  Bob  Eastwood 

1984 

Fred  Couples 

One  stroke  over  Lee  Trevino 

1985 

Calvin  Peete 

Three  strokes  over  D.A.  Weibring 

1986 

John  Mahaffey 

One  stroke  over  Larry  Mize 

1987 

Sandy  Lyie 

Won  playoff  over  Jeff  Sluman 

1988 

Mark  McCumber 

Four  strokes  over  Mike  Reid 

1989 

Tom  Kite 

One  stroke  over  Chip  Beck 

1990 

jodie  Mudd 

One  stroke  over  Mark  Calcavecchia 

1991 

Steve  Elkington 

One  stroke  over  Fuzzy  Zoeller 

1992 

Davis  Love  III 

Four  strokes  over  Ian  Baker-Finch. 

Phil  Blackmar,  Nick  Faldo  and  Tom  Watson 

1993 

Nick  Price 

Five  strokes  over  Bernhard  Langer 

1994 

Greg  Norman 

Four  strokes  over  Fuzzy  Zoeller 

1995 

Lee  Janzen 

One  stroke  over  Bernhard  Langer 

1996 

Fred  Couples  (2) 

Four  strokes  over  Colin  Montgomerie  and 

Tommy  Tolles 

This  (Klrcrlisciiu-iil  is  iicilhcrcui  ii/jcrloscll  iiar  n  Sdlicilii/ioii  o/ciii  njfer/o  l)iiyiiny(iflhescscciintiL'S. 
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14,375,000  Shares 

STERLING 

COMMERCE 

Common  Stock 


Price  $29  Per  Share 


Copies  of  the  Pnispectiis  nuiy  he  ohtainec/froi)!  such  of  the  Utiderivriters  as  may  legally  offer  these  securities 
ill  compliance  ivith  the  securities  laws  of  the  respective  states. 


Ai.Ex.  Brown  &  Sons 

INCORPORATKD 


Goldman,  Sachs  &  Co. 


ABN  AMRO  Chicago  Corporation      Bear,  S  tearns  &  Co.  Inc. 


Deutsche  Morgan  Grenfell 
A.G.  Edwards  &  Sons,  Inc. 

Lehman  Broi  hers 
J.P  Morgan  &  Co. 


Credit  Suisse  First  Boston 
Dillon,  Read  &  Co.  Inc. 
Hambrecht  &  Quist 
Merrill  Lynch  &  Co. 


Morgan  Stanley  &  Co. 

INCORPORATED 


Dfjvn  WrrrER  RErmoLDS  Inc. 

DONAJ.DSON,  LUFKIN  &  JeNRETTE 

SHCl  HI  riKS  CORPORATION 

Lazard  Freres  &  Co.  LLC 
Montgomery  Securities 

Oppenheimer  &  Co.,  Inc.  PaineWebber  Incorporated 

Prudential  Securities  Incorporated  Robertson,  Stephens  &  Company  LLC 

Salomon  Brothers  Inc                  Schroder  Wertheim  &  Co.  Smith  Barney  Inc 

First  Albany  Corporation  Friedman,  Billings,  Ramsey  &  Co.,  Inc 
Gerard  Klauer  Mattison  &  Co.,  Inc.    Hoak  Breedlove  Wesneski  &  Co.    Laidiaw  Equities,  Inc 

Nesbitf  BiiRNS  Securities  Inc.  The  Robinson-Humphri^y  Company,  Inc 

SoundView  Financiai,  Group,  Inc.  Southwest  Securities        Whfjvt  First  Butcher  Singef 


)evelopments  to  Watch 


ITED  BY  OTIS  PORT 


HIS  WATCH  WATCHES  YOUR  Zs 


LEEP  RESEARCHERS  AT 

i^ashington's  Walter  Reed 
xmy  Medical  Center  think 
lat  they've  found  a  way  to 
ive  lives  outside  the  hospi- 
il:  a  fat  wristwatch  to  help 
^lckers  and  railroad  engi- 
eers  manage  fatigue,  a 
lading  cause  of  accidents, 
he  Federal  Aviation  Ad- 
linistration  may  require 
)mmercial  pilots  to  wear 
le  gadget  ftill-time. 
The  so-called  actigraph, 
r  Sleep  Watch,  was  devel- 
ped  by  Precision  Control 
lesign  Inc.  (pcd)  in  Fort 


Walton  Beach,  Fla.  Inside,  a 
motion  detector  and  a  mi- 
croprocessor continuously 
monitor  wrist  movements — 
which  are  distinctly  differ- 
ent when  a  person  is  asleep. 
This  way,  the  system  can 
tabulate  sleep  patterns  and 
tell  wearers  whether  they 
are  alert  enough  to  fly  a 
plane  or  drive  a  truck. 

Only  eight  Sleep  Watches 
currently  exist.  They  cost 
$1,800,  so  they  are  used  pri- 
marily by  sleep  researchers. 
"But  put  this  on  a  chip, 
mass-produce  it,  and  eveiy- 


one  can  afford  it,"  says  Dr. 
Gregory  Belenky,  head  of 
sleep  research  at  Walter 
Reed.  PCD  plans  to  do  just 
that,  perhaps  by  yearend. 

Christina  Del  Valle 


OUBLE  IN  THE 
AIM?  CALL 
iO-ROOTER 

DING  CLOGS  OR  LEAKS  IN 

arrow  pipe  often  involves 
ovj  and  expensive  process 
lisassembly.  It  can  also  be 
gerous  when  the  piping  is 
t  of  a  chemical  or  nuclear 
rer  plant.  Now,  Toshiba 
■p.  has  developed  a  minia- 
e  robot  that  can  crawl 
),  inspect,  and  extract 
ns  from  pipes  as  nari'ow 
)ne  inch  in  diameter, 
^e  4.3-inch-long  robot  re- 
ibles  a  centipede,  but  its 
d  has  a  tiny  chai'ge-cou- 


pled  device,  or  CCD,  camera, 
not  antemias.  Below  the  cam- 
era is  a  remotely  controlled 
giipper  for  snatching  foreign 
objects. 

There's  just  one  hitch:  As 
the  robot  crawls  along  on 


tiny  wheels,  at  about  two 
inches  per  second,  its  trail- 
ing power  and  communica- 
tions cable  creates  friction 
that  quickly  overpowers  the 
robot's  minimotors.  So  elimi- 
nating this  long  tail  is  the 
next  target. 

The  im- 
proved robot 
will  be  batteiy- 
powered  and 
will  have  wii'e- 
less  communi- 
cations equip- 
ment. Toshiba 
expects  it  to  be 
ready  in  two  or 
three  years. 
Steve  Bnill 


Host  deaf  people  might 
ntually  hear  normally 
in,  if  a  technique  being 
eloped  at  New  York's  Al- 
,  Einstein  College  of  Med- 
e  proves  as  effective  in 
ole  as  the  work  now  go- 
on with  guinea  pigs.  The 
tment  involves  gene  ther- 
that  can  repaii"  and  even 
"ow  the  inner  ear's  hair 
ors.  Damage  to  these  del- 
3  hairs — due  to  age,  in- 
ion,  or  prolonged  expo- 
!  to  loud  noise — means 
nanent  hearing  impair- 


ment. But  a  genetically  mod- 
ified virus  has  been  tricked 
into  producing  the  growth 
factor  that  regenerates  inner- 
ear  hairs  in  animal  subjects. 
Human  trials  might  begin  as 
soon  as  late  next  year, 
a  For  some  fiitiu'e  Valentine's 
Day,  you  may  be  able  to  send 
a  bouquet  of  roses  that  won't 
wilt — ever.  Peter  J.  Ocello, 
director  of  preservation  at 
Michigan  State  University's 
College  of  Vetei'inaiy  Medi- 
cine, has  developed  a  way  to 
use  sihcone  to  preserve  flow- 
ers, fiaiits,  meats,  and  other 
organic  objects.  "Sushi  looks 


so  realistic  it's  scary,"  he 
says.  Sushi  bars,  which  often 
display  waxy,  obviously  fake 
models  of  menu  items,  are 
prime  customer  candidates, 
Ocello  adds.  The  new  process 
begins  with  freeze-drying  to 
kill  the  bacteria  that  cause 
spoilage.  Tliis  leaves  the  spec- 
imen extremely  fi'agile,  with 
colors  a  bit  drab.  However, 
by  filling  the  moleculai'  spaces 
once  occupied  by  water  with 
a  patented  silicone  polymer, 
normal  flexibility  and  appeai'- 
ance  are  restored.  For  flow- 
ers and  foods,  Ocello  is  now 
working  on  including  scents. 


HOW  TO  TEST  A 
BRIDGE'S  MEHLE 

DRIVERS  RARELY  WORRY 

about  it,  but  bridges — 
like  all  steel  structures 
under  stress — weaken  as 
they  age.  Bridges  must 
be  inspected  every  two 
years.  But  in  most  cases, 
this  is  nothing  more  i  han 
a  visual  check. 

For  a  more  accurate 
reading  on  stractui-al 
strength,  engineers  must 
blast  away  surface  paint 
on  a  girder,  solder  wires 
in  place,  and  run  an  elec- 
tric cuiTent  thi'ough  the 
wire.  Changes  in  the  cur- 
rent are  then  measured  as 
tracks  or  cars  cross  the 
bridge,  and  the  results 
are  crunched  in  a  comput- 
er. It's  a  time-consuming 
process,  rarely  used  for 
routine  inspections. 

SonicForce  LLC  in 
Bui'lingame,  Calif.,  says  it 
has  a  much  simpler 
method:  acoustic  strain 
gauging.  It  uses  audio 
transmitters  and  sensors 
packed  in  a  box  the  size 
of  a  small  briefcase.  The 
box  is  attached  magneti- 
cally to  a  girder.  Linked 
to  a  laptop,  the  system 
measures  the  time  it 
takes  an  ultrasonic  signal 
to  travel  a  specific  dis- 
tance, then  compares  that 
with  the  speed  of  sound 
in  healthy  steel.  Differ- 
ences indicate  the  accu- 
mulated metal  strain. 

"It's  a  big  advantage  in 
time,  money,  and  conve- 
nience," says  Abba  G. 
Lichtenstein,  an  indepen- 
dent engineer  and  consul- 
tant who  has  monitored 
tests  by  SonicForce.  The 
system  costs  $6,000  for 
the  first  unit,  not  includ- 
ing the  laptop,  and  $5,000 
for  each  subsequent 
purchase.         Neil  Gross 
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Kevui  HaiTington  wanted  to  get  on 
the  Internet,  but  he  didn't  much 
like  cornputei"s — or  theii"  price  tag. 
So  after  seeing  ads  and  news  sto- 
I'ies  about  a  $350  device  from  WebTV 
Networks  Inc.  for  sui-fing  the  Internet 
via  the  TV,  the  maintenance  foreman  at  a 
Akron  (N.Y.)  recreational-vehicle  lot 
bought  one  last  December  Now,  he  cniis- 
es  the  Web  for  news  and  sends  E-mail  to 
friends  at  least  two  hom's  a  night.  "If 
you're  not  into  computers,"  says  the  29- 
year-old,  "it's  unbelievably  easy." 

Oj;  even  if  you  are  into  computers: 
Microsoft  Corp.  Chairman  William  H. 
Gates  III  has  bought  several  WebTV  de- 
vices for  his  friends.  Apple  Comi)uter 
Inc.  co-founder  Stephen  Wozniak  has 
snapped  up  a  dozen.  And  since  the  boxes 
went  (jn  sale  in  October,  consumers  have 
bought  more  than  -50,000 — a  decent  stail, 
considering  that  35,000  audio  ci)  players 
were  sold  in  their  first  yeai-.  Says  Woz- 
niak, whose  relatives  use  WebTV — not 
an  Apple  Macintosh — because  it's  a 


bi-eeze  to  learn:  "Find  me  a  computer 
that  is  so  human-understanding." 

Indeed,  the  notion  of  making  a  ride  on 
the  InteiTiet  as  effortless  as  pusliing  a  re- 
mote-control button  has  made  WebTV 
one  of  Siheon  Valley's  hottest  prospects. 
Since  its  June,  1995,  founding,  WebTV 
has  raised  $65  million  from  an  all-stai' 
lineup  of  investors — including  Citicorp, 
Marvin  Davis,  Times  Mirror,  George 
Soros  Capital,  Seagate  Technology,  Mi- 
crosoft, and  Gates  himself  That  outdis- 
tances even  Netscape  Communications, 
which  I'aised  $36  million  before  it  went 
public  in  1995.  Not  suri)risingly,  co- 
foiuider  Steve  Perlman  is  spouting  a  gid- 
dy vision.  "This  has  the  potential,"  he 
says,  "to  replace  television  as  the  domi- 
nant foiTTi  of  entertainment." 

Whoa — don't  cancel  your  cable  just 
yet.  Five  months  into  selling  these 
WebTV  boxes,  the  initial  glow  is  fading. 
Sui'e,  the  devices,  manufactiu-ed  by  Sony 
Electronics  Inc.  and  Phihps  Consumer 
Electronics,  have  grabbed  an  early  lead 


SURF'S  UP:  Now  Perlman  is  gafln  ii 
part)iers  to  beef  up  WebTV's  conic' 

on  an  exploding  pack  of  rivals  all  tr 
to  bring  the  Net  to  the  85%  of  Ai  . 
cans  not  online  (table).  But  sinct 
holidays,  sales  at  Good  Guys,  a  ^ 
Coast  electronics  chain,  have  slippcil 
ft'om  December,  compared  with  tin 
mal  50%  seasonal  sales  di-op.  Says  Si 
Roebuck  &  Co.  Vice-President  Ci 
Cebuhar:  "They  were  not  the  mass-i;i 
ket  item  that  some  people  expecttM ' 
LONG  HAUL?  Especially  Perlman.  . 
selling  to  the  digerati  and  such  Int^ 
converts  as  Harrington,  Perlman  i- 
finding  it  hajxl  to  reach  the  inasses  t 
couch  potatoes.  Most  still  barely  \v 
what  the  Internet  is.  And  compai'ed  t, 
TV  progi-amming,  ciuTent  Web  mate  a] 
slow,  static,  and  largely  silent,  than 
the  limited  data  caimcity  of  most  ) 
lines.  "People  watching  TV  expect 
entertained,"  says  FoiTester  Resi  i 
Inc.  analyst  Josh  Bernoff.  "The;  t 
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A  sampling  of  players  bringing 
the  Net  to  the  TV  via  hardware, 
software,  or  Web  services: 

WEBTV  First  to  market,  this  C 
startup's  $350  Web-surfing  box, 
manufactured  by  Sony  and 
Philips,  is  leading  the  pack. 

SEGA  The  video-game  maker's 
$200  NetLink  add-on  gives  the 
Saturn  machine  a  link  to  the 
Web. 

VIEWCALL  AMERICA  Its  On  TV 

Web  service  provides  E-mail, 


and  recently  lost  Zenith  as  a  Net 
TV  partner. 

.ORACLE  Its  Network  Computer 
unit  aims  to  spur  $500  con- 
sumer devices  from  licensees, 
including  Akai  Electric — though 
norie  has  appeared  yet. 

NAVIO  Netscape  subsidiary  is 
creating  Web  browsers  for  Zenith 
and.  Mitsubishi  TVs. 


;t  motion,   they   expect  sound, 
rhat  means  it  could  take  years,  if 
;r,  before  Net  TV  devices  achieve  liit 
tus  (chart).  Market  researcher  Intei'- 
ional  Data  Coip.  predicts  annual  sales 
n't  top  1  milhon  until  1999,  and  the 
1  million  it  forecasts  in  2001  will  still 
il  VCR  sales.  "We  don't  think  it's  a 
rld-beater,"  says  Ed  Christy,  a  con- 
;ant  at  sri  International, 
^ut  Perlman  does.  A  technical  wliiz 
a  hails  fi-om  Apple,  he  argues  that 
bTV  can  overcome  all  of  its  obstacles, 
inks  to  his  and  others'  advances  in 
Itimedia  and  communications,  WebT\' 
ices  have  smpnsed  the  skeptics,  who 
bted  the  Web  could  look  good  on  a  tv 
;en  (page  202).  And  wliile  rivals  keep 
ering  to  get  theii-  devices  on  the  mai-- 
Perlman's  box  went  from  prototyj^e 
tore  shelves  in  just  14  months. 
Jew,  Perlman  plans  to  up  the  ante 
naking  WebTV  into  a  full-fledged  on- 
j  network — one  that  makes  most  of 
noney  on  advertising  to  the  Internet- 


unwashed.  To  do  that,  he  must 
dramatically  impi-ove  Web 
ftu'e — an  uphill  battle  consideiing 
he  has  signed  only  a  few  pait- 
ners  so  fai-,  including  pbs  and  iv 
Guide.,  to  pro\ade  Web  news  and 
entertainment. 

Perlman  hopes  to  jazz  up 
WebTV  content  partly  through 
a  new  technology  it  is  develop- 
ing called  VideoFlash,  due  out 
this  summer.  It  vastly  speeds 
up  video — even  faster  than 
PCs — by  compressing  data  much 
more  than  current  methods. 
VideoFlash  will  make  TV-hke 
video  possible  and  shorten  the 
waiting  time  for  downloading 
Web  pages.  It  also  helps  those 
creating  TV  progi'amming  to  eas- 
ily move  the  content  to  the  Web. 

At  the  same  time,  WebT\'  and 
its  partners,  Sony  and  Phihps, 
will  step  up  advertising  and 
marketing  tfiis  year — the  thi-ee 
spent  some  $60  million  in  1996. 
WebTV  also  plans  to  train  retail 
salespeople  on  how  to  better  ex- 
plain WebTV.  And  Perlman  is 
pushing  to  get  the  price  of  the 
WebTV  boxes  below  $300  this 
year.  All  this,  he  says,  could 
jump-start  sales. 

It  had  better.  So  far,  Sega 
Saturn's  $200  NetLink  is  the 
only  significant  rival  on  the  mai-- 
ket,  but  Oracle's  deep-pocketed 
Network  Computer  paitners,  in- 
cluding Mitsubishi  and  Akai 
Electric,  will  bring  out  low-cost 
Net  TV  devices  this  fall.  Mean- 
wmie,  WebTV  is  buming  cash  fast — ana- 
lysts estimate  well  over  $2  million  a 
month,  while  the  $19.95  monthly  sub- 
scrijjtion  fees  it  is  charging  WebTV  cus- 
tomers and  royalties  from  its  hai-dware 
licensees  are  bringing  in  a  little  over 
half  that.  Concedes  WebTV  Chairman 
Randy  Komisar:  "It's  a  high-wire  act." 

But  if  anyone  is  accustomed  to  the 
edge,  it's  Perlman,  whose  piickly,  head- 
strong ways  have  sent  him  from  one  Sil- 
icon Valley  highflier  to 
the  next.  Take  Apple. 
He  joined  its  Advanced 
Technology  Gi'oup  in 
19S.5,  working  on  multi- 
media technologies,  in- 
cluding a  chip  set  to  timi 
the  Mac  into  a  tv  re- 
ceiver. But  in  1990,  he 
left  in  a  huff  after  he 
thought  Apple  sat  on 
that  work. 

The  same  thing  hap- 
pened at  General  Magic 
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Inc.,  a  startup  developing  software  for 
handheld  commimicatoi's.  Perlman  walked 
out  in  1994,  after  foiu'  years,  when  high- 
er-ups mothballed  his  Magic  tv  interac- 
tive softwai'e.  Then  at  Catapult  Entei-- 
tainment  Inc.,  a  game  developer  he 
co-founded  in  1994,  he  was  fii'ed  a  year 
later  attei'  clashing  with  other  manager's. 

The  36-year-old  Perlman  blames  all 
this  friction  on  what  he  caUs  the  "SaUeri 
syndrome,"  in  a  reference  to  Mozart's 
jealous  rival  composer.  "Some  people 
don't  keep  up  with  me,  and  they  don't 
hke  that,"  he  says.  Now  tliat  he's  the 
boss,  though,  colleagues  say  lii  ^  demand- 
ing style  could  pay  off. 

That's  being  put  to  the  test.  Along 
with  Apple  colleagues  Bnice  Leak,  who 
invented  Apple's  QuickTime,  and  Phil 
Goldman,  Perlman  founded  WebTV  in 
1995  in  a  foiTner  BMW  auto  dealership. 
He  came  up  with  the  idea  while  siu-fing 
the  Net  one  night  when  he  stumbled 
across  Campbell  Soup  Co.'s  Web  site.  He 
realized  the  people  it  was  aimed  at 
weren't  on  the  Web  yet  and  the  way  to 
reach  them  was  through  TV.  That's  when 
he  set  out  to  make  the  Web  look  good  on 
a  TV  screen — a  feat  he  accomplished  after 
thi-ee  days  of  painstaking  work. 
EASY  DOES  IT.  By  all  accounts,  WebTV  is 
a  snap  to  use.  The  box  is  plugged  into 
the  TV  like  a  vcR,  hooked  up  to  a  phone 
line,  and  turned  on  with  the  press  of  a 
clearly  marked  button  on  the  remote. 
The  first  time,  you  enter  a  name,  pass- 
word, and  credit-card  number,  and  the 
unit  automatically  dials  a  local  phone 
number.  Aftei'  a  short  wait  to  connect  to 
the  network — accompanied  by  animation 
and  music  instead  of  modem  screams — 
you're  immediately  hooked  up  to  the 
WebTV  home  page.  From  there,  you  can 
travel  via  a  click  on  the  remote  or  an  in- 
fi'ai'ed  keyboai"d  to  E-mail,  a  search  box, 
or  yoiu"  favorite  Web  sites. 

For  Perlman,  this  is  the  culmination 
of  a  longtime  dream  to  get  computing 
power  to  the  masses.  While  attending 
Columbia  University  as  a  liberal  arts 
major,  he  tapped  the  campus  mainfi'ame 
with  a  homemade  microcomputer  to 
write  papers.  And  he 
had  the  bug  even  earii- 
er:  In  high  school,  Perl- 
man stopped  attending 
classes  to  start  a  com- 
pany that  helped  North- 
east Utilities  share  a 
minicomputer.  Perlman, 
who  grew  up  in  West 
Hartford,  Conn.,  gi-adu- 
ated  anyway,  thanks  to 
hours  spent  cramming. 
"He  was  working  every 
minute    of   the  day," 
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recalls    Perlman's    mother,  Adele. 

That  hasn't  changed  at  WebTV.  "He's 
always  saying,  'Why  can't  we  have  tliis 
featui-e  now?' "  says  CWef  Operating  Of- 
ficer Leak.  Perlman's  relentless  pace  is 
felt  tlu'oughout  the  compivny,  where  thi-ee 
product  generations  ai'e  being  developed 
in  parallel.  Perlman  tinkei"s  with  them  all 
as  he  gets  results  fi'om  a  full-time  WebTV 
psychologist,  who  biings  in  a  dozen  con- 


sumers a  week  to  test  reactions  to  new 
featiu'es.  That,  plus  data  froin  WebTV's 
network  logs  on  what  customers  view 
and  what  mistakes  they  make,  provide 
immediate  feedback. 

So  far,  it's  working.  Returns  are  less 
than  4%  at  Good  Guys,  foi-  instance,  and, 
subscription  cancellations  ai'e  imder  5% — 
both  low  compai'ed  with  other  new  prod- 
ucts. And,  some  commercial  Web  sites 


report  significant  traffic  from  Web' 
owners.  For  instance,  WebTV  now  re 
resents  the  fourth-largest  block  of  vi 
toi"s  to  E!  Online,  the  Web  arm  of  the 
cable  channel.  ! 

Still,  that's  a  small  comer  of  cybc 
space.  Perlman  has  a  long  way  to  go  I 
fore  he  becomes  the  Bill  Paley  of  tt 
Internet. 

By  Robert  D.  Hof  in  Palo  Alto,  Ca' 


WEBTV'S  BEHIND-THE-SCREEN  BREAKTHROUGH 


In  the  1980s,  Steve  Perlman  spent 
months  at  Apple  Computer  Inc. 
grappling  with  one  vexing  prob- 
lem: how  to  build  low-cost  Macin- 
tosh monitors  that  wouldn't  flicker. 
It  was  a  grind,  but  there  were  some 
amusing  moments.  When  research 
showed  that  young  women  were 
especially  sensitive  to  flicker,  the 
twentysomething  Perlman  had  to 
recruit  cjuite  a 


leisui'ely  30  frames  per  second. 
Viewed  up  close,  that's  not  fast 
enough,  so  the  pictui'e  appears  fuzzy. 
Computer  monitors  redraw  the  pic- 
tui"e  at  least  twice  as  fast. 

Another  big  problem  with  TVs  is 
color  distortion.  When  color  TVs  were 
developed  in  the  1950s,  they  had  to 
be  compatible  with  old  black-and- 
white  sets.  So  engineers  figured  out 


o 


Web  pages  on  PCs 
contain  images  with 
stiarp  edges,  includ- 
ing letters 


few  to  work 
with  him  as  test 
subjects  in  a 
darkened  lab.  "I 
got  a  lot  of 
'Yeah,  I've 
heard  that  one 
before,' "  he 
says. 

But  the  long 
hours  paid  off. 
Macs  came  to 
set  the  standard 
for  affordable, 
high-quality  dis- 

play  technology.  And  Perlman's  expe- 
rience paved  the  way  for  WebTV.  In- 
deed, most  of  the  company's  pending 
patents  describe  ways  to  make  Web 
pages  look  good  on  TV  screens. 

That's  not  as  simple  as  it  may 
sound.  The  fact  is,  tvs  were  never 
meant  to  display  crisp  pictures  with 
sharp  edges,  let  alone  text.  UnUke 
pricey  computer  monitors,  which 
were  developed  for  close-up  viewing, 
TVs  were  designed  to  be  watched 
from  across  a  room. 
'T'  FOR  TROUBLE.  The  key  compo- 
nents in  TVS  and  monitors  are  identi- 
cal. Both  rely  on  electron  "gims"  in 
the  picture  tube  that  draw  images 
by  scanning  streams  of  electrons  in 
horizontal  lines  across  a  glass  plate. 
The  beam  causes  tiny  dots  on  the 
glass  to  fluoresce  in  different  colors. 
But  there  the  similarity  ends.  TVs 
"refi-esh"  the  screen  image  at  a 


HOW  THE  TVLENS  FILTER  WORKS 

T\/l  one  cnntc  nrnh_ 


TVLens  spots  prob- 
lems, like  the  letters  "T" 
and  "W,"  that  cause 
flicker  and  "crosstalk" 


%  LETTER  "T" 
■  FLICKERS 


Special  soft- 
ware then  round 
and  shades  the 
letters 


o 


T 


FLICKER 
FILTER 


i^ll^   //  CAUSES  COLOR 


LEHER  "W" 

CROSSTALK 
(RAINBOW) 


CROSSTALK  i 
FILTER 


a  low-cost  way  to  cram  color  signals 
into  the  same  black-and-white  sig- 
nals. But  there  was  a  trade-off:  Cod- 
ed instructions  that  detennine  color 
and  brightness  (which  computer 
monitors  handle  separately)  some- 
times interfere  with  each  other,  caus- 
ing "crosstalk" — a  sudden,  janing 
rainbow  of  colors  on  the  screen. 

Perlman's  solution  is  a  software 
filter  called  TVLens  that  dissects 
each  visual  element  on  a  Web  page 
and  subtly  alters  any  component 
that  can  cause  flicker  or  crosstalk. 
The  thin  horizontal  line  on  the  letter 
"T,"  for  example,  is  a  real  ti'ouble- 
maker.  Because  TVs  alternately  scan 
odd  and  even  horizontal  lines  in 
rapid  succession,  the  top  of  the  "T" 
often  flickers  in  and  out  of  view. 
TVLens  displays  the  "T"  sUghtly  dif- 
ferently on  alternating  lines,  so  that 
it  remains  visible. 


Viewed  from 
across  the  room, 
text  appears 
sharp  on  the  TV 


Similarly,  the  letters  "M"  and 
"W"  cause  the  TV  to  send  brightness 
and  color  signals  simultaneously,  re- 
sulting in  the  dreaded  rainbow.  To 
avoid  such  color  crosstalk,  TVLens 
redraws  these  letters  to  soften  the 
sharp  edges. 

Improving  overall  resolution  is 
more  difficult,  since  the  number  of 
horizontal  scanning  fines  is  fixed  by 
national  stan- 
dards. Perlman 
solved  the  prob- 
lem by  applying 
noise-cancella- 
tion tricks  simi- 
lar to  what 
NASA  uses  when 
it  cleans  up 
satelhte  images 
of  earth.  With- 
out actually 
adding  new  pic- 
ture elements, 
or  "pixels,"  it 
increases  the 
contrast  in  the  image. 

WebTV  isn't  the  only  company 
beaming  Web  pages  onto  tv  sets. 
Apple's  Pippin  game  machine  and 
Sega  Enterprises  Ltd.'s  NetLink, 
for  example,  offer  low-cost  Web- 
browsing  on  a  TV.  "Everyone  uses 
similar  tricks  to  clean  up  the 
screen,"  says  Kevin  Deierling,  pro- 
gi-am  manager  for  8X8  Inc.  in  Sant 
Clara,  Cahf.  His  company  sells  a 
settop  box  that  turns  a  tv  into  a 
videophone.  Soon,  it  will  add  a  Wei 
browser  that  promises  WebTV-style 
image  enhancement. 

The  difference  is,  WebTV  arrived 
ahead  of  the  competition  and  won 
glowing  reviews  on  the  quality  of  i 
images.  That's  an  important  first 
step.  In  the  case  of  Internet  TV,  a 
crisp  pictiu'e  could  be  worth  a  lot 
more  than  a  thousand  words. 

By  Neil  Gross  in  New  Yo 


202  BUSINFSS  WEFK  /  MARCH  ^"4  1997 


Invironment 


GULATiONS 


HE  DUSTUP  OVER 
INE  AIR  POLLUTANTS 

spite  industry  ire,  tougher  EPA  rules  look  all  but  certain 


in  Mar.  12,  officials  at  the  Environ- 
mental Protection  Agency  began 
'combing  thi'ough  thousands  of  com- 
,ts  from  corporate  lobbyists,  environ- 
italists,  and  state  regulators  on  an 
osive  EPA  proposal  to  strengthen  the 
s  governing  air  pollution.  The  pro- 
il  would,  for  the  first  time,  regulate 
5sions  of  some  of  the  tiniest  aii'bome 


The  EPA  has  proposed  that  the  rules 
become  final  July  19.  Although  states 
would  not  be  required  to  comply  until 
2004,  some  may  act  even  earlier,  requii'- 
ing  utilities  and  the  oil,  auto,  and  mining 
industries  to  retrofit  machinery  or  add 
costly  new  scrubbers  to  smokestacks. 

The  industiy  attack  on  the  regulations 
is  led  by  the  Air  Quality  Standards 


death.  Industry  critics  want  access  to 
the  researchers'  raw  files  to  see  whether 
the  published  reports  accurately  reflect 
the  data.  "They  are  trying  to  slander 
[the  scientists']  reputations,"  says  Morton 
Lippmann,  a  member  of  the  epa's  inde- 
pendent Science  Advisory  Board. 

EPA  Administrator  Cai'ol  M.  Browner 
is  legally  obligated  to  consider  all  com- 
ments before  making  a  decision.  But  in 
the  end,  industry  and  enwonmentalists 
speculate  that  the  epa  will  adopt  rules 
close  to  what's  been  proposed.  "We're 
considering  everything,"  says  one  senior 
EPA  aide.  "But  it's  simply  not  open  to 
negotiation."  Meanwhile,  the  epa  is  add- 
ing to  industry's  agitation  by  moving  for- 
wai'd  with  a  proposal  to  curb  ozone  emis- 
sions. "This  may  be  too  far,  too  fast," 
wams  Senator  John  H.  Chafee  (R-R.  I.), 
a  longtime  chainpion  of  the  Clean  Air  Act. 


FRENGTHENING  CLEAN-AIR  REGS  Lawyers  are  already  preparing  for  legal  challenges 


PRO: 

le  EPA  says  tiny  dust 
rticles,  2.5  microns 

smaller,  may  cause 
),000  to  100,000 
laths  per  year.  New 
^ulations  would  cost 

estimated  $8.4  bil- 
^n,  with  savings  in 
;alth-care  costs  of 
Dre  than  $120  billion. 


t  particles,  as  little  as 
•seventh  the  width  of  a 
lan  hair  Industry  has 
iched  a  broad  public 
paign  to  fight  the  new 
dations,  which  could  cost 
ness  billions  of  dollars. 
n  DATA.  Why  such  a  fuss?  A  grow- 
body  of  scientific  evidence  suggests 

these  dust  specks— emitted  from 
■frred  power  plants,  boilers,  and  oth- 
idustrial  sources  as  well  as  autos — 
cause  health  problems  linked  to  be- 
3n  10,000  and  100,000  premature 
hs  each  year.  The  figures  are  not 
ise,  but  the  pollutants  could  be 
ng  the  nation's  most  dangerous  pub- 

ealth  threats. 

implying  with  the  new  niles  will  be 
y.  Industiy  puts  the  price  tag  at  up- 
is  of  $23  bilhon.  "We  have  no  idea 
•e  it  might  end,"  says  Paul  Bailey,  cli- 
ff of  the  health  and  envii'onmental 
rs  department  at  the  American  Re- 
am Institute,  epa  estimates  the  costs 
(  much  lower — about  $8.4  bilUon  an- 
y  for  the  dust  rule  and  a  proposal  to 
ozone  emissions. 


INVISIBLE  THREAT: 

Autos  are  one  source  of 
the  deadly  dust 


Coalition,  a  600-member 
umbrella  group  including 
heavy  manufacturing  finns 
and  small  businesses.  It  has 
already  spent  $1  million.  Its  allies  in- 
clude such  anti-regulatoiy  gi'oups  as  Cit- 
izens for  a  Sound  Economy,  which  has 
taken  to  the  aimaves  claiming  the  iiiles 
would  ban  backyard  barbecues.  Catchy, 
but  unti-ue. 

Business  is  also  biinging  in  high-pow- 
ered lawyers,  including  C.  Boyden  Gray, 
President  Bush's  general  counsel,  who 
has  been  hired  by  Geneva  Steel.  Gray, 
who  also  chairs  Citizens  for  a  Sound 
Economy,  says  he's  laying  the  gi-ound- 
work  for  legal  challenges.  "What  else 
can  we  do?"  he  asks. 

In  recent  weeks,  industry  has  taken 
aim  at  two  scientists  from  the  Hai-vard 
School  of  Public  Health — Douglas  W. 
Dockeiy  and  Joel  D.  Schwaitz.  They  ai'e 
responsible  for  much  of  the  work  leading 
to  the  conclusion  that  the  tiny  pollutants, 
called  fine  particulates,  cause  prematiu'e 


CON: 

Industry  claims  that  the 
data  linking  tiny  dust 
particles  to  premature 
deaths  remain  too  un- 
certain to  justify  dra- 
conian  regulations.  In- 
dustry's estimate  of  the 
cost:  Upwards  of  $23 
billion  annually. 


Moderate  GOP  lawmakers 
such  as  Chafee  ai-e  tiying  to 
broker  an  agreement  be- 
tween tlie  Administration  and  industiy. 
Chafee  has  m-ged  the  Administration  to 
take  a  slower  approach,  in  part  because 
many  cities  have  failed  to  meet  current 
obhgations  to  clean  up  the  air.  Under  a 
Chafee  plan,  the  epa  would  hold  off  on 
the  ozone  standard  until  the  dust  rale 
settles.  The  agency  would  monitor  dust 
pollution  for  five  yeai^s  while  developing  a 
specific  standard. 

Although  industry  is  accustomed  to 
fighting  the  epa  thi'ough  (iOP  friends  on 
Capitol  Hill,  Repubheans  will  have  a 
tough  time  voting  for  any  measure  that 
would  block  clean  air.  After  taking  a 
beating  last  year  for  its  anti-environ- 
mental strategy,  the  GOP  is  eager  to  ap- 
peal" more  moderate  on  those  issues.  And 
other  battles  are  looming,  over  the  Su- 
peifimd  toxic  cleanup  plan  and  reautho- 
rization of  the  Endangered  Species  Act, 
to  mention  two.  Republicans  are  finding 
that  they  have  to  be  careful  about  where 
to  pick  their  fights. 

By  Mary  Beth  Regan  in  Washington 
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Physician  practice 
management 

groups  are 
revolutionizing 
health  care,  while 
Wall  Street  cheers 

The  last  thing  that  the  medical 
world  needs  is  ;.nother  acronym. 
But  add  PPM      the  list  anyway, 
and  wite  it  in  big,  bold  letters: 
The  explosive  emergence  of  the  physi- 
cian-practice-management industry 
promises  to  alter  the  balance  of  power 
in  heall  li  care  in  the  1990s  as  greatly  as 
the  health-maintenance  organization  did 
in  the  1980s.  All  across  America,  doctors 
by  the  thousand  are  joining  forces  under 
the  PPM  banner,  giving  rise  to  a  pro- 
foundly new  sort  of  enterprise:  pubhcly 
tradeci,  professionally  run,  ultra-acquis- 
itive corporations  assembled  from  doc- 
tors' practices. 

At  least  30  ppm  companies  have  gone 
public  already,  and  dozens  more  are 
waiting  in  the  Wall  Street  wings,  each 
angUng  for  a  share  of  the  $200  billion-a- 
year  market  in  physicians'  sei-vices.  To 
date,  only  about  8%  of  the  nations 
527,000  practicing  doctors  have  affiliated 
with  a  PPM  company.  But  barring  a 
stock  market  collapse,  this  fledgling  in- 
dustry is  likely  to  sustain  its  high  cur- 
rent gi-owth  rate  into  the  next  centuiy 
as  it  drives  one  of  the  most  momentous 
trends  in  health  care:  the  massive  con- 
sohdation  of  independent  physicians  mto 
groups  of  increasing  size,  scope,  and 
commercial  sophistication. 
STRONGER  HAND.  Peter  S.  Stamos,  di- 
rector of  Stanford  University's  Com- 
parative Health  Research  Center,  pre- 
dicts that  the  ppm  industry  could 
capture  one-third  to  one-half  of  the 
physician-services  market— that  is,  $.70 
billion  to  $100  biUion  in  annual  rev- 
enues—witliin  five  years.  (In  1996,  pub- 
licly traded  PPMs  generated  revenues  of 
about  $12  billion.)  Adds  Dr.  Jason 
Rosenbluth,  a  physician-tumed-analyst 
at  Volpe,  Welty  &  Co.  in  San  Francisco: 
"I'm  convinced"  that  ppm  not  only  is  here 
to  stay— it  will  become  the  new  center 
of  the"  health-care  universe." 

The  PPM  industry  is  a  potent  coun- 
terrevolutionary force:  It  strengthens 
doctors'  hands  in  negotiating  terms  with 
HMOS   PPOs,  and  the  like.  In  recent 
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years,  these  managed-care  enforcers 
have  impinged  on  doctors'  medical  au- 
thority by  requiring  advance  authoriza- 
tion for  even  simple  procedures  and  by 
often  reflising  to  underwrite  costly  ones. 
"We  did  not  like  having  to  dial  1-800- 
mother-may-I  every  time  we  turned 
around,"  says  Dr.  Kenneth  Brin,  chair- 
man of  Summit  Medical  Group  in  Sum- 
mit, N.J.,  in  explaining  why  his  clinic 
joined  MedPartners  Inc.,  the  fastest- 
gi'owing  PPM  company. 

But  the  PPM  is  not  primarily  an  in- 
strument of  physicians'  revenge.  To  jus- 
tify their  very  existence,  ppm  compa- 
nies must  continually  find  ways  to  make 
doctors  more  productive  and  cost-effi- 
cient. In  this  sense,  the  ppm  industry  is 
itself  a  creature  of  managed  care  but 
with  a  critical  difference:  For  all  the 
clout  that  they  have  amassed  of  late, 
managed-care  administrators  cannot 
practice  medicine.  Only  doctors  can. 
Thus,  virtually  by  definition,  physicians 
are  better  positioned  than  any  other 
group  to  attempt 
the  difficult  feat  of 
making  health  care 
less  expensive  with- 
out compromising 
quality.  Even  some 
HMO  executives 
seem  vrilhng  to  con- 
cede that  point. 
"Well-managed 
physician  groups 
are  the  only  way 
we  can  offer  a  bet- 
ter service,"  says 
Arthur  Southam, 
CEO  of  Health  Net, 
the  second-largest 
HMO  in  Cahfornia. 

The  PPM  industry 
has  its  critics,  to  be 
sure.  Even  many 
doctors  who  ac- 
knowledge the  ben- 
efits of  professional- 
izing their  business 
management  are 
loath  to  join  forces 
with  a  Wall  Street- 


rather  than  affiliate  with  a  ppm  company. 

By  almost  any  measure,  however,  the 
leading  ppm  companies  now  rank  among 
the  most  dynamic  in  the  entire  health- 
care field.  Late  last  year,  ppm  stocks 
fell  by  20%  on  average  fi'om  theii-  highs, 
but  PhyCor,  the  industry  prototy]De,  still 
commands  a  price-eainings  ratio  in  the 
mid-60s,  compared  vrith  18  for  the  lead- 
ing hospital  company,  Columbia/HCA 
Healthcare  Corp.  Founded  in  1988  by  a 
quartet  of  former  hospital  administra- 
tors, Nashville's  PhyCor  has  methodi- 
cally built  a  far-flung  network  of  12,540 
physicians  by  acquiring  47  lai-ge  multi- 
specialty  clinics  one  by  one. 
PELLHVIELL  GROWTH.  PhyCor  has  recent- 
ly picked  up  its  pace,  snapping  up  1.3 
clinics  in  1996,  including  the  famed 
Straub  Clinic  &  Hospital  in  Honolulu. 
PhyCor's  stock,  which  was  launched  at 
$16  in  1992,  now  trades  at  a  spht-ad- 
justed  $108.  "At  this  point,  the  only  con- 
straints on  om"  gi'owth  are  self-imposed," 
sa>  s  .Idseph  C.  Hutts,  PhyCor's  CEO. 


PhyCor  Executives  and  Doctors,  Arnett  Clinic 
CEO  Joseph  Hutts  (second  row,  center)  says  of 
traded  corporation,  ^jie  industry's  giant;  "At  this  point,  the  only 

fearmg  that,  m  the  .  f       '  j 

long  run,  their  best  constramts  on  our  growth  are  self-imposed" 


interests  and  those  of  their  patients 
will  be  subjugated  to  investors'  desire 
for  profit.  "In  a  nonprofit,  while  you 
certainly  have  a  bottom  line,  we  don't 
have  investors  looking  over  our  shoul- 
der," says  Dr.  David  Drucker,  the  chief 
operating  officer  of  the  Palo  Alto  Med- 
ical Foundation,  a  250-physician  gi-oup 
that  formed  a  joint  venture  with  Sut- 
ter/CHS,  a  nonprofit  hospital  system. 


PhyCor's  ai'chrival,  MedPaitners,  was 
founded  in  Birmingham,  Ala.,  in  1993 
by  Larry  R.  House,  foi-merly  chief  op- 
erating officer  at  HealthSouth  Corp., 
now  the  nation's  lai-gest  operator  of  re- 
habilitation clinics.  In  racing  to  catch 
up  to  PhyCor,  MedPartners  has  swal- 
lowed a  half-dozen  sizable  ppm  compa- 
nies whole — even  as  it  acquired  dozens 
of  individual  clinics.  In  the  process,  the 
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company's  revenues  have 
soared  from  $1.2  million  in 
199:^  to  $4.8  billion  last  year. 
Analysts  predict  that  Med- 
Partners  will  top  the  $(>  billion 
mark  in  1997. 

In  Januaiy.  MedPaitners  an- 
nounced a  $49U  million  acquisi- 
tion of  InPliyNet  Medical  Man- 
agemeiM  Inc.,  a  Florida  ppm 
com)):i!!y.  The  deal  surprised 
Wall  .Street,  which  hadn't  ex- 
pected MedPartners  to  strike 
again  so  soon  after  closing  its 
$1.9  billion  purchase  of  Care- 
mark International  Inc.  House, 
MedPartners'  ceo,  is  unrepen- 
tant: "You  have  to  be  bold  and 
aggressive  to  build  what  we 
want  to  build,  and  that's  not 
going  to  change." 

In  a  sense,  the  entire  med 
ical  prijfession  has  been  trying 
to  catch  up  to  the  rest  of  the 
rapidly  evolving  health-care 
industry.  Even  as  hospitals 
and  health  insurers  by  the 
hundreds  merged  in  the  1970s 
and  1980s  to  create  new  cor- 
porate behemoths,  medicine 
remained  a  cottage  industry. 
A  decade  ago,  80%  of  physi- 
cians were  still  self-employed, 
mostly  in  solo  practice.  This  figure 
since  has  dwindled  at  an  accelerating 
rate— to  .55%  by  the  start  of  1996 
(charts).  "If  current  trends  persist," 
concluded  a  recent  study  in  the  Jour- 
)ial  of  the  American  Medical  Assn.,  "a 
majority  of  physicians  will  be  employ- 
ees in  the  very  near  future." 
THEIR  OWN  KIND.  Kaiser  Foundation 
Health  Plans  and  other  so-called  staff 
model  HMOS  long  have  employed  their 
own  corps  of  salaried  doctors.  Over  the 
past  decade,  many  hospitals  followed 
suit,  often  by  buying  practices.  But  sur- 
veys have  found  that  as  many  as  80%-  of 
hospitals  that  accjuire  doctor  groups  op- 
erate them  at  a  loss.  HMOs  have  not 


Laj{ry  House,  MedPartners 
Wall  Street  was  surprised  when 
MedPartners  bought  InPhyNet  for 
$490  million  in  January.  House  says: 
"You  have  to  be  bold  and  aggressive 
to  build  what  we  want  to  build" 

fared  much  better.  The  evidence  em- 
phatically suggests  that  doctors  are 
much  better  motivated  and  more  pro- 
ductive when  working  with  hospitals 
and  HMOs,  not  for  them. 

By  a  wide  and  increasing  mai-gin,  em- 
ployee physicians  prefer  to  go  to  work 
for  other  doctors  in  physician-owned 
group  practices  than  to  sign  on  with 
other  sorts  of  employers.  The  medical 
group  practice  is  akin  to  a  law  or  ac- 
counting firm.  Employees  can  ascend 
thi'ough  the  ranks  to  partner  and  thus 
share  in  the  ownership  of  the  firm.  Af- 
ter inching  up  throughout  the  1980s, 
the  number  of  group  practices  jumped 
sharply  from  about  13,000  in  1991  to 


19,800  in  1996,  according  to  t: 
American  Medical  Assn. 

Ever  since  the  Mayo  Clii: 
rose  to  preeminence  in  the  e; 
ly  1900s,  group  practice  h 
flourished  as  an  alternati: 
calling.  During  the  long  he- 
day  of  fee-for-service  mediein 
the  minority  of  American  di 
tors  who  took  the  Mayo  ■ 
their  model  and  banded  ' 
gether  to  found  multispecia 
clinics  across  the  counti-y  wk 
acting  on  the  belief — by  u' 
well-documented — that  cdl 
gial  practice  enhanced  quali 
CUTTHROAT.  These  days,  h( 
ever,  the  allure  of  gi-oup  pr. 
tice  is  mainly  economic.  ^^ 
cost-cutting  imperatives 
managed-care  payment  ul; 
and  the  advent  of  complex  n?i 
information  technology  h;  ' 
combined  to  make  solo  pi 
tice  a  Darwinian  ordeal,  i 
the  other  hand,  gi'oup  praclx 
per  se  is  no  cure  for  what  is 
the  physician  in  this  era  of  d 
throat  commerce.  Even  ni: 
of  the  largest  and  most 
vanced  doctor  groups  h;'t 
giiulgingly  concluded  that  ti\ 
lack  either  the  capital, 
business  knov/how,  or  the  sheer  ne  - 
to  go  it  alone  into  the  brave  new  wdc 
of  managed  care. 

Enter  the  PPM,  a  kind  of  holding  r  i 
pany  for  gi'oup  practices.  Often,  the 
company  buys  the  assets  of  a  phy-h 
group — its  clinic  building,  equiiJirii; 
accounts  receivable,  and  so  on.  Ho\\\ 
er,  the  doctors  continue  as  emplojet 
of  their  own  professional  corporator 
which  signs  a  long-term  service  • 
tract  with  the  ppm.  The  doctors  n  .: 
full  sovereignty  over  medical  policy  nc 
physician  personnel  matters,  inclum. 
pay.  Nonphysician  clinic  employees  !' 
transferred  to  the  payroll  of  the 
which  recapitalizes  the  practice 


The  Solo  Practitioner 
Is  Disappearing... 


...As  More  Doctors 
Become  Employees. 


...Working 
For  Other  Doctors 


83  '84  '85 
▲  I'ERCENT 

DATA:  AMERICAN  MEDICAL  ASSOCIATION 
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'83  '84  '85 
▲  PERCENT 

•INCLUDES  MEDICAL  GROUPS  OWNED  BY  PPM  COMPANIES 


OTHER  PHYSICIAN* 

i  HOSPITAL** 

DISTRIBUTION  OF 
EMPLOYEE  PHYSICIANS 

BY  TYPE  OF  EMPLOYER 

1988 
-  1991 

)  12 

24  £ 

92  '93  '94     0  12  24  6 


►  PERCENT  OF  PHYSICIANS 
•DOES  NOT  INCLUDE  HOSPITALS  GOVERNED  BY  MEDICAL  SCHOOLS,  UNIVERSITIES,  OR  STATE  OR  LOCAL  GOVERNME ! 
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Remember  when  all  the  pieces  fit  together  right  out  of  the  box?  We  da 


Network  solutions  from  Cabletron.  A  simpler  way  to  work. 


Today's  enterprise  networks  are  such  a  complex  maze  oi 
disparate  parts  that  it  can  be  difhailt  to  keep  the  system 
running,  let  alone  stay  focused  on  the  hig^  picture.  Wouldn't  it 
be  great  to  have  a  flexible,  scunless  solution  that  ensures  what 
you  buy  today  works  with  what  )'ou'll  require  tomorrow? 

Enter  Cabletron.  We  help  you  see  the  finished  picture 
before  another  piece  goes  into  place. 

We  believe  in  compatible  migratuMT  tor  the  life  of  your 
network,  protecting  investments  even  in  the  face  of  ever- 
changing  business  demands.  Our  vision  remains  sharp 
through  the  industry's  strongest  investment  in  R&l)  com- 
bined with  select  technology  acquisitions  that  sensibly  and 
seamlessly  mesh  with  our  product  strategy.  We're  with  you 
from  the  desktop  to  the  data  center,  out  to  the  wide 
area/ remote  access  environment  (ISDN,  frame  relay,  ATM) 
and  aa'oss  the  full  spectrum  of  enterprise  management 
software.  And  it's  all  backed  by  our  legendary  commitment 
to  service  and  support,  ensuring  picture-perfect  assis- 
tance—now and  for  the  long  run. 

So  whether  you're  laying  out  your  company's  strategic 
network  puzzle  or  just  piecing  together  this  year's  bandwidth 
needs,  Cabletron  truly  does  offer  a  simpler  way  to  work. 

For  more  information  on  how  we  can  help  simplify 
your  view  of  networking,  call  the  office  nearest  you  or 
visit  us  on  the  Web  at  www.cabletron.com. 

caBLeiRon 
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manages  its  business  aiJaii's  in  exchange 
for  an  annual  fee  amounting  to  15%  to 
20%  of  clinic  income. 

The  underlying  idea  is  that  the  ppm 
and  its  affiliated  physicians  prosper  to- 
gether or  not  at  all.  At  the  Nalle  Clinic 
in  Charlotte,  N.C.,  the  average  doctor's 
pay  has  risen  eveiy  year  since  the  old- 
line  institution  joined  PhyCor  in  1990, 
having  (i;'creased  slightly  over  the  pre- 
cedii!'-;  three  years.  "Are  our  doctors 


HOW  THE  TWO  LEADERS  STACK  UP 

PHYCOR 

MEDPARTNERS 

REVENUES  (1996)* 

$760  inillion 

$2.5  bUlion 

NET  INCOME  (1998) 

36  inillion 

134  million** 

STOCK  MARKET 

2.3  bUlion 

3.7  billion 

CAPITALIZATION^** 

AFF!'  ?AiED 

12,540 

10,688 

PHYSICIANS 

PERCENT  OF  TOTAL 

34% 

55% 

REVENUES  FROM  CAPITATED  CONTRACTS 

*PhyCor  subtracts  from  its  own  revenues  the  portion  of  clinic  revenues  paid 
to  its  affiliated  physicians,  MedPartners  does  not. 
**Excluding  merger  and  acquisition  charges 


happy?  No,  not  at  all,"  says  Dr.  Ray- 
mond Fernandez,  Nalle  Clinic's  ceo. 
"But  with  all  the  crap  happening  to  doc- 
tors these  days,  they  ai*e  relatively  hap- 
py because  they  don't  have  to  worry 
about  the  future  anymore." 
OILED  MACHINERY.  The  PPM  make- 
over of  an  acquii"ed  clinic  usually  begins 
with  the  business  equivalent  of  a  com- 
plete physical — an  audit  that  analyzes 
the  generation  of  revenues  and  of  costs 
in  minute  detail.  PPM  acquir- 
ers tend  to  replace  local  ad- 
ministrators with  their  own 
people  and  may  trim  overhead 
by  eliminating  support  staff 
positions  in  the  bargain.  The 
new  owners  also  consolidate 
purchasing,  obtaining  every- 
thing from  paper  cUps  and  en- 
velopes to  catheters  and  mal- 
practice insurance  at  big 
discounts  to  what  the  clinic 
had  paid  previously.  A  well- 
oiled  PPM  machine  can  easily 
reduce  overhead  by  10%  to 
15%  or  more.  Meanwhile,  to 
boost  the  productivity  of 
physicians  and  nonphysicians 
alike,  well-run  ppm  companies 
invest  heavily  in  new  telecom- 


THE  PPM  PRESCRIPTION 

IThe  physician-practice-managfi 
(PPM)  company  buys  the  hardi 
of  a  doctor-owned  clinic.  The  sell 
doctors  remain  employees  of  ther 
professional  corporation,  which  sn 
30-  or  40-year  service  contract  wi 
PPM. 


munications  and  computer  syste': 
Many  ppms  are  wholly  devoted  t 
single  medical  specialty  such  as  imi  ' 
gy  (American  Oncology  Resoui'ces),  ( 
diology  (MedCath),  or  neonatology  ( 
diatrix).  But  multispecialty  PPMs  sut  i 
PhyCor  and  MedPartners  try  to  sti< 
a  balance  between  specialists  and  • 
mary-care  physicians,  the  gatekec]  : 
of  managed  care.  Optimal  staffing 
self  a  potent  form  of  productivity 
hancement.  Houston's  Kelsey-Se\  ) 
Chnic,  one  of  MedPartner's  largest 
filiates,  added  nearly  $5  million  a 
in  profit  by  increasing  patient  visitta 
average  of  1.9  per  primaiy-care  |ih- 
cian  per  day. 

ppm  companies  also  look  to  spur 


; '  1997  American  Century  Services  Corp . 
\mencjn  Century  Investment  Services,  li 


Please  call  l-H0()-,"i4';-7574 
for  a  prospectus  containing 
more  complete  information, 
including  charges  and 
expenses,  which  should  be 
read  before  investing. 
www.americancentury.com 
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hange  for  15%  to  20%  of 
;ome,  the  PPM  invests  in  the 
id  manages  its  business 
g  PPM  reorganizes  the  clinic 
)ffice  operations  to  make 
I  cost-effective  and  boosts 
:y  by  investing  in  new  infor- 
hnology  and  medical  equip- 
clinic  remains  a  separate 
liated  with  the  PPM. 


3 The  doctors  collaborate  in  running 
the  clinic  through  a  governing  board 
on  which  they  and  their  PPM  partner 
have  an  equal  number  of  seats.  The 
board  sets  budgets,  approves  contracts, 
and  ratifies  all  major  business  decisions. 

4 Through  their  professional  corpora- 
tion, the  doctors  retain  sovereignty 
over  all  medical  policy  and  physician 
personnel  matters. 


Soften,  the  PPM  will  suggest  that 
the  doctors  rework  their  compensa- 
tion system  to  reflect  more  fairly  each 
doctor's  value,  but  it  cannot  force  a 
change.  The  PPM  advances  the  funds 
to  cover  recruitment  expense,  signing 
bonuses,  and  other  capital  investment 
required  to  expand  the  medical  staff, 
but  the  doctors  do  the  hiring. 


I  gi'owth  by  underwriting  the  hiring 
lOre  doctors,  opening  branch  clinics, 
ing  additional  managed-care  con- 
:s,  and  purchasing  the  costly  high- 
equipment  needed  to  add  such  lu- 
ive  ancillary  services  as  magnetic 
nance  imaging  (mri).  One  of  the 
I,  telling  statistical  measures  of  ppm 
ormance  is  "same-clinic  revenue 
vth" — that  is,  gains  generated  by 
;ing  rather  than  accjuired  operations, 
e  1992,  PhyCur  has  boosted  its 
3-clinic  growth  rate  from  4%  a  year 
stunning  18%. 

>M  is  an  industry  of  stellar  gi-owth 
ordinary  profitability.  In  multispe- 
y  companies,  only  7c  to  8?  of  every 
tr  of  net  revenue  falls  to  the  bottom 


line  before  taxes.  Single-specialty  ppms 
tend  to  have  higher  margins,  reflecting 
the  superior  earning  power  of  certain 
types  of  specialists.  Companies  of  both 
sorts  will  become  incrementally  more 
profitable  as  they  grow.  But  the  ppm 
industry  is  pinning  its  principal  hope 
for  margin  improvement  on  something 
that  is  becoming  the  bane  of  the  typical 
physician's  existence:  capitation. 
SAWY  AND  LUCK.  Most  HMOS  started 
out  by  paying  doctors  after  each  pa- 
tient visit.  Increasingly,  though,  man- 
aged-care plans  are  switching  from  re- 
imbursement to  prepayment,  also  knovra 
as  capitation.  Under  capitation,  the 
physician  receives  a  modest  sum  in  ad- 
vance to  cover  all  the  care  that  each 


em'oUee  wUl  receive  over  a  given  period. 
The  effect  is  to  restore  physicians'  clin- 
ical autonomy,  but  at  the  price  of  their 
accepting  open-ended  financial  risk. 

Obviously,  capitation  favors  size;  the 
lai'ger  a  population  of  patients,  the  more 
predictable  the  incidence  of  serious  ill- 
ness and  thus  the  cost  of  treatment.  In 
many  markets,  capitation  rates  now  are 
being  set  so  low  that  for  solo  practi- 
tioners to  be  assured  of  maintaining 
their  incomes  they  must  not  only  have 
business  savvy  but  be  lucky — that  is, 
spared  the  burden  of  treating  an  unex- 
pected number  of  seriously  ill  patients. 
ppm  companies  are  better  ecjuij^ped  than 
individual  physicians  to  analyze  and  as- 
sume the  financial  risks  of  capitation 


Help  me,  I'm  working  and  I  can't  get  up!  The  more  you  make,  the  more  they 
take.  Everybody  gets  theirs  and  you  get  what's  left.  Will  it  be  enough  for  a 
comfortable  retirement?  You've  made  some  investments,  but  now  you  may 
not  feel  quite  as  good  about  them.  And  does  anyone  need  to  ask  how  you  feel 
about  Social  Security?  Perhaps  you  should  consider  something  that  could 
give  you  a  little  more  confidence.  May  we  lend  you  a  hand?  You  will  find  a 
wide  range  of  investment  opportunities  at  American  Century  to  help  you 
meet  your  future  needs.  We  have  over  sixty  mutual  funds  organized  to 
diversify  your  portfolio.  To  help  get  you  up  and  keep  you  ahead.  More  than 
two  million  people  trust  us  to  manage  their  money-nearly  $54  billion,  and 
climbing.  They  seem  to  like  our  approach  to  investing.  It's  a  little  different 
from  most  others.  Our  funds  are  managed  by  teams.  Instead  of  individuals. 
We  think  that  allows  us  to  make  better  and  more  consistent  decisions.  We 
also  weigh  our  independent  research  against  market  trends.  To  see  if  they  are 
right.  Independent  thinking.  It  can  make  the  difference  between  winning 
and  losing.  Invest  in  our  thinking.  It  could  give  you  a  new  outlook. 


American 
Century. 
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Social  Issues 


and   negotiate   terms  with 
health  plans. 

But  these  and  other  deal- 
ings between  big  ppms  and 
HMOS  are  no  longer  the  arm- 
wrestling  contests  that  they 
were  not  long  ago.  "The 
essence  of  the  interaction  is 
not  'I  want  you  to  give  me  a 
five-point  rate  increase'  but 
'How  do  we  work  together  to 
crc  .'.Le  a  higher- value  service 
of  mutual  benefit?' "  says  Mark 
L.  Wagar,  who  runs  MedPail- 
ners'  West  Coast  operations. 

On  Mar.  5,  MedPaitncrs  and 
Aetna  U.  S.  Healthcajv,  a  sub- 
sidiai'y  of  Aetna  Inc.,  put  this 
philosophy  into  |)ractice  on  a 
grand  scale,  announcing  an 
agi'eement  under  which  many 
of  the  health  insurer's  14  mil- 
lion hinilth-care  customers  will 
gain  access  to  the  10,688  physi- 
cians affiliated  with  MedPart- 
ners.  This,  the  fii'st  nationwide 
alliance  between  an  hmo  and 
a  PPM  company,  is  certain  to 
pressure  other  managed-care 
insurers  to  follow  suit. 

Other  HMOS  and  PPMs  are 
collaborating  in  more  limited 
but  no  less  significant  ways. 
For  example,  in  Januaiy,  Paci- 
ficare  Health  Systems  Inc. 
joined  with  MedPartners  and 
34  other  physician  groups  to 
launch  "Express  Referrals,"  a 
pilot  program  under  which  a 
doctor  can  refer  a  patient  to 
a  colleague  without  an  HMO  re- 
view. This  back-to-the-future 
innovation  shows  Pacificare's 
confidence  in  the  physician 
gi'oups'  own  internal  controls — enough 
so  that  it's  willing  to  let  doctors  again 
make  autonomous  decisions  about  pa- 
tient care. 

SORRY  FATE.  Wliile  many  hospitals  per- 
sist in  converting  independent  physi- 
cians into  salaiied  employees,  a  gi'owing 
number  of  nonprofit  hospitals  in  partic- 
ular have  begun  adapting  the  infra- 
structure of  PPMs  to  their  own  needs 
by  joining  with  doctors  to  form  man- 
agement service  organizations.  Like 
PPMS,  Msos  are  physician-driven  compa- 
nies that  use  advanced  business  meth- 
ods to  rationalize  medical  practice.  But 
MSOS  are  piivately  held  entities  in  wliich 
ownership  generally  is  split  .50-50  be- 
tween doctors  and  hospitals.  One  of  the 
largest  MSOs,  involving  2,-500  physicians, 
was  recently  formed  by  North  Shore 
Health  Systems,  a  nonprofit  hospital 
group  on  New  York's  Long  Island. 


Dr.  Raymond  Fernandez, 
Nalle  Clinic 

"With  all  the  crap  happening  to 
doctors  these  days,  [ours]  are  rela- 
tively happy  because  they  don't  have 
to  worry  about  the  future  anymore" 

In  the  long  iTin,  the  spread  of  MSOs 
could  curtail  the  ppm  industry's  gi'owth 
prospects.  However,  at  the  moment,  the 
ppm  companies  are  constrained  not  by 
competition  fi'om  outside  or  inside  the 
industiy  but  by  their  own  management 
capacity.  Modest  profit  margins  and 
heavy  reliance  on  acquisitions,  coupled 
with  the  intricacies  of  medical  practice 
and  the  stubbornly  independent  ways 
of  doctors,  make  physician  practice  man- 
agement one  of  the  most  unforgiving 
businesses  in  health  care. 

Consider  the  sorry  fate  of  Coastal 
Physician  Group.  Operating  out  of 
Durham,  N.  C,  Coastal  for  a  time  vied 
with  PhyCor  for  leadership  of  the  PPM 
industiy  but  turned  out  to  be  fai*  better' 
at  acquiring  practices  than  at  nmning 
them.  In  1996,  Dr.  Steven  M.  Scott, 
Coastal's  founder  and  ceo,  was  ousted 
by  his  board  but  retaliated  by  launching 


a  successful  proxy  fi^i 
Coastal  has  been  selling  asii 
in  an  attempt  to  survive) 
shrinking.  Its  stock  has  pli; 
meted  from  40  to  about  2. 

Many  ppm  issues  have  fa! 
from  their  1996  highs  as  a> 
ries  of  disappointing  eamii 
reports  sobered  investors  s 
tially    intoxicated    by  i 
emerging  industry's  long-tii 
potential.  Even  so,  PPM  st(^ 
continue  to  trade  at  m(i 
higher   multiples — 15  tiw 
earnings  on  average — thaift 
privately  held  physician  p|i 
tices,  which  are  availablejj 
6  to  8  times  earnings.  As  It 
as  this  valuation  gap  persit 
PPM  companies  will  be  abl 
continue  to  use  their  shi  i 
not  only  to  buy  practice, 
the  cheap  but  also  to  li : 
their  earnings  promptly. 
TROJAN  HORSE?  The  PPMI 
dustiy  is  more  dependent  is 
most  on  maintaining  favnr 
investors.  "If  acquisitions  \ 
no  longer  immediately  acr 
tive  to  earnings,  I  would? 
pect  a  tremendous  shaki  i.i 
the  industry,"  says  Gai;, 
Frazier,  a  managing  din 
of  Bear,  Steams  &  Co.  "1 
expect  that  growth  in  tin  : 
dustry   will  accelerate-; 
slow  down — for  at  lea.^t 
next  three  to  five  years." 

There  are  those  whu  t 
PPM  as  a  kind  of  Trojan  1  r 
placed  by  Wall  Street  aU: 
very  heart  of  health 
Sooner  or  later,  they  wariiti 
pinstriped  legions  will  txi 
forth  and  wreak  havoc  by  sacrifir 
the  interests  of  physicians  and  patii 
alike  on  the  altar  of  eamings-per-^a 
growth.  Given  the  pivotal  posit  i( 
the  physician  in  the  health-care  ecin 
and  the  rapicUy  increasing  size  ami  _ 
of  the  PPM  industry,  the  potently  i 
abuse  is  indeed  enoiTnous. 

On  the  other  hand,  PPMs  are  m 
stigating  the  corporatization  of  li ; 
care  but  bringing  up  the  rear.  By 
ing  physicians  with  the  weapons  <  i . 
Business,  the  PPM  industry  is  at 
making  a  fair  fight  of  it.  In  the 
term,  at  least,  the  patient  is  lik 
benefit,  too.  After  all,  it  is  the  i: 
who  takes  the  Hippocratic  oatii 
every  house  where  I  come,  I  will 
only  for  the  good  of  my  patients' 
the  HMO  or  hospital  administrato) 

By  Antliony  Bianco  in  Ne.v  . 
with  Eric  Schine  in  Los  Angeles  \ 
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A  Brilliant  Deduction™ 


Want  to  brighten  your  bottom  line  with  tax 
deductions  of  up  to  twice  cost-while 
illuminating  the  future  of  America's 
nonprofits?  Switch  to  product  giving 
through  Gifts  In  Kind  America.*' 
Our  free  donation  management 
services  make  a  easy  for 
companies  to  donate  invertfories 
of  everything  from  compute, 
equipment  to  furniture,  clothing 
to  building  supplies. .  .helping 
charities  nationwide  and  around 
the  globe.  Let  us  dazzle  you... 
with  a  giving  program  that 
leads  to  financial  benefits  for 
your  company,  and  lights  the 
way  for  others. 

Product  giving  - 
the  perfect  solution! 

For  more  information  on  how 
your  company  can 
get  involved,  contact: 


GIFTS  IN  KIND 

AMERICA 

700  N.  Fairfax  Street 
Suite  300 
Alexandria,  VA 
22314 

703-836-2121 


honias  Alva  Ediscm,  lincntor  of  the  Electric  Light  Bulb  and  Other  Modem  Necessities.  IS47-193I.     ©1994  Gifts  In  Kind  America 


Gifts  In  Kind  America... for  more  than  a  decade,  helping  hundreds  of  leading  companies 
contribute  half  a  billion  dollars  in  products  to  tens  of  thousands  of  charities. 


City  of  Philadelphia  •  Colonial  Pacific  Leasin<i  •  Columbia  University  •  County  of  San  Diego  •  Federation  of  America 


Health  Systems  •  Goleta  Valley  Community  Hospital  •  Hallibuiion  Company  •  Johnson  &  Johnson  •  Larry's  Marke 


Massachusetts  Institute  of  Technology  *  Meadowcreek  •  Parke  Industries  •  Philips  Lighting  Company  •  Southern  Californ, 


Edison  Conijnuiy  *  St-.  Charles  Medical  Center  •  State  of  California  •  Target  Stores  •  The  University  of  Texas  M.l 

They  Get  An  Award. 

Andersoti  Cancer  Center  •  USX  Corporation  *  Westitighouse  Electric  Corporation  •  Wliitehill  Lighting  &  Suppli 


You  Get  Quite  A  Bit  More. 


Thanks  to  these  organizations,  we're  all  going  to  win.  You  see,  each  ot  them  has  made  an  outstanding  contribution 
to  the  Green  Lights'  Program,  designed  to  help  businesses  and  organizations  prevent  pollution 
and  save  money  by  installing  energy-efficient  lighting.  So  we're  proud  to  give  them  the 


^ll(/'Green  credit  they  deserve.  And  a  little  something  to  you  too.  To  learn  more,  call  the  toll-tree 
^Lights 


Green  Lights/EwERGY  Star  Hotlme  at  1 -S88-STAR-YES  (1-8S8-782-7937). 


B  U  I  L  D  I  N 


S»3<:IhE  Earth  SmcKu 


ports  Business 


4ERS 


PFROM 
IE  DUGOUT? 

inch  of  millionaire  ballplayers  are  eyeing  the  owner's  box 

only  do  that  fully  if  you're  the  owner." 

Other  wealthy  players  are  also  look- 
ing ahead.  "I  could  seriously  think  about 
that,"  says  Bonds,  when  asked  about 
investing  in  his  team.  "I  love  San  Fi'an- 
cisco — and  the  idea  of  being  with  the 
Giants  forever."  San  Diego's  Tony 


ickey  Mantle  was  once  asked  what 
he  would  do  if  he  were  he  playing 
in  these  days  of  stratospheric 
ies.  "Well,"  said  the  Mick,  "I'd  go 
k  on  the  owner's  door  and  say, 
dy,  partner.' "  The  story  may  be 
•yphal,  but  the  prospect  of  sports 
joining  the  clubby 
i  of  team  owners 
thentic. 

id  why  not?  Albert 
:'s  deal  with  the 
igo  White  Sox 
him  a  hefty  $10 
m  this  season.  San 
Cisco  Giants  out- 
r  Bairy  Bonds  will 
in  more  than  $11 
n  annually.  With  so 
1  money  on  the 
I,  it's  no  surprise 
some  players  are 
ig  second  careers 
mers  only  dreamed 
t:  owning  a  piece 
Franchise. 

few  ex-players  are 
,dy  on  the  hunt. 
;as  City  legend 
ge  Brett,  now  a 
-office  official,  leads 
)up  seeking  to  buy 
old  club.  Kirby 
ett — in  the  ft'ont  of- 
of  the  Minnesota 
s — is  eager  for  a  piece  of  the  team. 
1  like  to  have  ownership  in  a  fran- 
— Minnesota  if  the  opportunity  pre- 
itself,"  says  his  agent,  Ron  Shapu'o. 
ns  FOREVER."  Under  league  rales, 
e  players  can't  own  Major  League 
ball  franchises.  "It  sets  up  a  stag- 
g  series  of  conflicts  of  interests," 
Milwaukee  Brewers  owTier  and  act- 
iaseball  Commissioner  Bud  Selig. 
hasn't  stopped  a  nimibei'  of  players 
kicking  around  the  idea.  Iron  man 
iipken  Jr.  briefly  discussed  buying 
the  Baltimore  Orioles  during  con- 
talks  five  years  ago,  and  he's  still 
'sted.  "I  have  an  acquii-ed  expertise 
5ebaU,"  says  Ripken,  taking  a  break 
spi-ing  training  in  Fort  Lauderdale, 
ike  to  put  it  to  use,  and  you  can 


ISIAH  THOMAS 


Gwynn  could 

one  day  join 
Thomas  in  the 
ranks  of  black 
investors 


Gwynn,  a  seven-time  National  League 
batting  champion,  isn't  much  interested 
in  putting  his  pesos  in  the  money-losing 
Padi-es.  But  he  believes  Charlotte,  N.  C, 
is  ripe  for  an  expansion  club.  "If  there's 
a  place  primed  for  baseball  right  now, 
that's  it,"  says  Gwynn,  sounding  very 
much  hke  a  budding  entrepreneur. 

In  the  old  days,  most  ex-players 
lacked  the  serious  money  needed  for 
francliise  investment.  That  was  then.  In 
1996,  108  major  leaguers  earned  at  least 
$3  million,  USA  Today  reported.  Play- 
ers making  a  mere  million — 247 — are 
getting  as  common  as  hot  dog  vendors. 

There's  a  history,  though  limited,  of 
athlete-owners.  In  the  1950s,  Hall  of 
Fame  slugger  Hank  Greenberg  was  a 
part-owner  of  the  Cleveland  Indians 


and,  later,  the  Chicago  White  Sox.  Ten- 
nis gi'eat  Pam  Shriver  is  an  Orioles  in- 
vestor, and  in  the  National  Basketball 
Assn.,  former  hoops  star  Isiah  Thomas 
has  about  9%  of  the  Toronto  Raptors 
and  is  part  of  a  group  negotiating  for  a 
bigger  ownership  role.  With  the  price 
tag  on  top-nmg  baseball  franchises  soar- 
ing above  $200  million,  "players  won't  be 
able  to  own  [controlling]  shares.  But 
many  have  a  lot  of  money  and  know 
the  game.  It  makes  sense  for  them"  to 
be  investors,  says  baseball  economist 
and  author  Andrew  Zinibalist. 
PEACE?  OwTiers  have  then-  own  reasons 
to  welcome  players  as  partners.  Topping 
the  list:  image.  A  hometown  hero  could 
reclaim  fans  alienated  by  strikes  and 
lockouts.  "Family  owners  often  don't 
have  a  backgi'ound  in 
baseball.  With  a  foraier 
superstar,  you  have  im- 
mediate cachet  with 
fans,"  says  Zimbahst. 
Pach'es  Pi'esident  Lany 
Lucchino,  agi'ees:  "Tony 
Gwynn  and  Kirby  Puck- 
ett  have  what  might 
take  an  owner  with  a 
different  background 
years  to  build  up." 

Bringing  ex-players 
into  the  fold  would  also 
likely  mean  more  His- 
panic and  African- 
American  investors — a 
development  considered 
overdue  by  many.  And 
don't  forget  the  profit 
motive.  "The  larger  the 
pool  of  potential  in- 
vestors, the  better  for 
those  of  us  with  own- 
ership stakes,"  says 
Lucchino. 

Less  certain  would 
be  the  affect  on  often- 
bitter  player-management  relations.  "The 
more  people  you  have  on  both  sides  with 
shared  experiences,  the  less  likely  you 
will  have  discord,"  says  players'  union 
chief  Donald  M.  Fehr.  Says  Selig:  "It 
could  be  an  extremely  healthy  situation." 
Gwynn  disagrees.  "It  wouldn't  matter 
one  bit,"  he  says.  "It  sounds  like  it  should. 
But  ownership  is  going  to  be  ownership." 

Perhaps.  But  maybe  more  players 
among  the  owners  might  quell  some  of 
the  internecine  warfare.  You've  got  to 
believe  Yankees  principal  owner  George 
Steinbrennei'  would  have  thought  twice 
about  breaking  ranks  to  cut  his  own 
$10  million-a-year  sponsorship  deal  with 
Adidas  if  he  had  to  lean  across  the  table 
and  explain  himself  to  Albert  Belle. 
By  Mark  Hyman  in  Scottsdale,  Ariz. 
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BANK  FUNDS: 
PLAYING  CATCH-UP 


.-'^  t  eorge  Saffaye  would 
^  _^love  the  convenience 
of  buying  mutual  funds 
at  his  bank.  But  banks  haven't 
exactly  offered  the  29-year- 
old  Manhattan  sales  manager 
the  kinds  of  products  he 
dogs,"  says 


wants.  "They'r 
Saffaye,  echi 
ing  a  (oni- 
mon  view 
held  bv  many  investors. 


INVESTING 


In- 


deed, mutual  funds  sold  by 
!:>anks  have  traditionally  been 
heavy  on  loads  and  light  on 
providing  investors  with  con- 
sistently strong  long-term 
results. 

Now  banks  are  trying  to 
change  all  that — by  both  man- 
aging their  proprietaiy  mutu- 
al funds  and  selling  indepen- 
dent funds  at  a  discount. 
NationsBank,  for  example,  re- 
cently introduced  a  mutual- 
funds  supermarket,  called 
Fund  Solutions,  that's  similar 
to  Charles  Schwab's  One- 
SoOTce  semce.  Through  Fund 
Solutions,  investoi-s  can  choose 
from  over  400  no-load  fimds, 
ranging  fi'om  the  bank's  own 
NationsFunds  family  to  a  va- 
riety of  funds  managed  by 
others,  including  Dreyfus, 
Janus,  and  Crabbe  Huson. 
Later  this  year,  customers 
who  use  Fund  Solutions  will 
also  be  able  to  get  an  account 
that  bundles  banking  and  in- 
vestment services.  It  v\111  in- 
clude such  perks  as  free 
checking  and  breaks  on  credit- 
card  fees. 

WIDER  SELECTION.  Mean- 
wMle,  Wachovia  Investments, 
the  brokerage  unit  of  Wa- 
chovia Corp.  in  Winston- 
Salem,  N.  C,  plans  to  unveil 
a  similar  sei-vice  in  mid-1997. 
"We  have  customers  who 
might  bank  with  us  but  do 
their  investing  with  a 
Schwab,"  says  Ellen  Sartin, 
senior  vice-president.  "We  want 


them  to  do  it  all  with  us." 

Other  banks  share  that  ob- 
jective. In  Deeembei',  Key- 
CorjD  of  Cleveland  began  of- 
fei-ing  Schwab's  OneSource 
mutual-fund  service  to  give 
clients  a  wider  selection  of 
popular  no-load  options.  The 
bank's  clients 
can  also  open 
a  cash-man- 
agement account  that  pro- 
vides checking,  brokerage  and 
margin-account  options  so 
customers  can  bank  and 
invest  at  once.  Some 
CMA  chents  also  get  a 
break  on  annual  fees 


for  ci-edit  cards  and  deposit 
accounts.  "It's  definitely  ap- 
pealing to  be  able  to  invest 
and  bank  in  one  place,  rather 
than  having  to  deal  with  sev- 
eral different  companies,"  says 
Saffaye. 

To  compete  against  the  Fi- 
delitys  and  Vanguards  of  the 
world,  banks  are  also  stalling 
to  eliminate  costly  loads. 
"Bank  ftmds  have  to  be  price 
competitive,"  says  John  Pas- 
cucci,  a  Manhattan  accoun- 
tant and  investor  who  buys 
mutual  funds  from  Dreyfus. 
Currently  about  two-thirds 
of  the  1,418  proprietaiy  ftmds 
offered  by  banks  carry  loads, 
but  banks  are  increasingly 
dropping  these  fees.  Just  last 
year,  for  example,  Nations- 
Bank axed  loads  from  its 
funds  and  Barnett  Banks 
followed  suit  with  its  Emer- 


ald family  of  funds. 
It's  a  start,  but  the  banks' 
most  arduous  task  lies  ahead: 
convincing  investore  who  have 
witnessed  shoddy  service  to 
reconsider  buying  funds  at 
the  bank.  For  example,  Frank 
Presson,  a  certified  financial 
planner  in  Tucson,  recalls  that 
when  his  mother  died  in  1992, 
a  NationsBank  vice-president 
advised  Presson's  85-year-old 
stepfather  to  liquidate  some 
of  his  stock  holdings  and  put 
the  proceeds  in  two  Nations 
funds.  One  was  an  unrated 
NationsBank  fund  that  in- 
vested in  bonds.  The  other, 
called  Nations  Value,  was  an 
equity  growth  and  income 
fund  with  a  performance 
track  record  of  less  than 
thi'ee  years.  Presson,  now  58, 
nixed  the  idea — but  he's  still 
skeptical  about  the  advice  the 


ma 


bank  gave 
his  dad.  "They 
were  pushing  funds  wit 
concern  for  my  father, 
else  would  anyone  recomdkj 
unproven  funds  to  an  re 
man?"  he  fumes.  A  Nat»i 
Bank  spokeswoman  respi  na: 
"We  stand  by  the  profes 
ahsm  of  our  people." 

Aware  that  consumer  ail 
ten  mistrust  a  bank's  rfsui! 
tered  sales  reps,  many 
tutions  are  trying  to 
proprietary  ftmds  thi'oug 
dependent  financial  plar  m 
and    other    more  creiiii 
sources.  Chase  Manhattaj|tif 
instance,  is  focusing  on 
of  its  Vista  funds  via 
Schwab  service  that's 
able  only  to  financial  plar 
The  planners  can  then  re 


rav 
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the  funds  to  their  cus- 
3.  Harold  Evensky,  a 
3d  planner  in  Coral 
,  Fla.,  often  buys  bank- 
ed ftinds.  "The  question 
k  or  nonbank  is  imma- 
What's  important  is 
vho  picks  the  fund's 
holdings.  Who 


pared  10  international  bank- 
managed  funds  against  a 
gi'oup  of  thi'ee-star  or  better 
Morningstar-rated  funds. 
Here,  the  bank  gi'oup's  thi'ee- 
year  return  for  the  period 
ended  Jan.  31  (3.5%)  under- 
performed  all  other  nonbank 
international  equity  funds, 
(6.5%)  and  the  Schwab  Inter- 
national Inde.x  (5.5%). 

But  some  bank  fimds  that 
follow  particular  inde.xes 
merit  attention.  One 
worth  a  look  is  State 
Street  Bank's  index  hy- 
brid ftmd  called  SSgA 
Small  Cap,  run  for  the 
l^ast  two  years  by  Jeff 
Adams.  He  used  a  com- 
puterized stock-selec- 
tion progi'am  to  acWeve 
his  goal  of  outperform- 
ing the  Russell  2000, 


Cap,  and  earned  it  five  stars 
fi'om  MoiTiingstar.  Dui'ing  the 
same  period,  the  Russell  2000 
returned  13.7%-. 

If  you're  thinldng  of  pur- 
chasing a  bank-managed  flind, 
there  are  several  things  to 
keep  in  mind.  Of  the  more 
than  1,000  funds  available, 
over  half  are  under  three 
years  old.  Steer  cleai'  of  those 
"flashes  in  the  pan,"  says  fi- 
nancial planner  Tom  Grzy- 
mala,  unless  you're  willing  to 
take  a  risk. 

CAVEAT.  One  top-performing 
bank  fund  Grzymala  likes  is 
the  no-load  bt  Investment 
Small  Cap,  which  has  a  thi"ee- 
year  retui'n  of  26.5%.  bt's  op- 
erating expense  ratio  of  1.25%- 
is  also  appealing  (Grzymala 
recommends  keeping  expense 
ratios  to  1.4%-  or  less).  "It's  a 


Winners  and  Losers  Among 
Bank-Managed  Mutual  Funds 


TOP  PERFORMERS 


FUND 


AVERAGE  ANNUAL 
TOTAL  RETURN* 


says  'buy' 
or  'sell,' "  he 
's.  "It's  kind  of 
,0  stay  away  from 
onds  if  they're  do- 
■11." 

;eneral,  banks  ac- 
do  an  adequate 
managing  domes- 
uity  funds,  says 
ky.  He  compared 
'ee-year  and  five- 
erformance  of  33 
lanaged  domestic 
fimds  against  a 
3e  of  1,000  gener- 
lil  equity  funds, 
suits:  Bank  funds 
Tied  on  par  with 
rated  thi'ee  stars 
er  (on  a  five-star  scale) 
rningstar,  the  fLmd  rat- 
vice.  Thus,  while  many 
tic  bank  funds  aren't 
perfoiTners,  they're  not 
idful,  either 
same  can't  be  said  of 
international  equity 
i'unds.  Evensky  com- 


EVERGREEN  GROWTH  &  INCOME  Y 

16.8% 

GALAXY  EQUITY  GROWTH  A 

12.6% 

STAGECOACH  EQUITY  VALUE  A 

16.4 

LANDMARK  EQUITY  A 

11.8 

EXCELSIOR  INCOME  &  GROWTH 

16.3 

ONE  GROUP:  GULF  SOUTH  A 

10.7 

VICTORY  DIVERSIFIED  STOCK  A 

16.2 

COMPOSITE  NORTHWEST  A 

10.2 

EXCELSIOR  EQUITY 

16.0 

PACIFIC  HORIZON  A 

8.8 

PACIFIC  HORIZON 
CORPORATE  BOND  A 

8.3% 

VICTORY  LIMITED 
TERM  INCOME  A 

5.0% 

SIERRA  CORPORATE 
INCOME  A 

7.9 

NATIONS  GOVERNMENT 
SECURITY  PRM  A 

4.9 

COMPOSITE  INCOME  A 

7.3 

LANDMARK  U.S. 

4.8 

AMSOUTH  BOND  FUND 

6.6 

GOVERNMENT  INCOME 
NATIONS  GOVERNMENT 
SECURITY  INV  A 

4.7 

EXCELSIOR  MANAGED  INCOME 
RATE  GOVERNMENT  A 

6.6 

OVERLAND  VARIABLE 

3.4 

Average  Annual  Return  from  12/31/91  to  12/31/96 

without  taking  on  more  risk. 
In  the  past  three  yeai's,  SSgA 
has  met  that  goal.  According 
to  Lipper  Analytical  Services, 
its  21.9%  annualized  total  re- 
tm-n  for  the  period  placed  it 
second  among  the  top  20  bank 
retail  fund  families,  behind 
only  BT  Investment  Small 


of  coiu-se,  there's  no  giiai'antee 
her  replacements,  Tim  Woods 
and  Mary  Dugan,  can  repli- 
cate Lisanti's  perfomiance. 

You'll  also  want  to  look  be- 
yond strong  returns.  Take 
First    Union's  Evergreen 
Growth  &  Income  fund,  which 
i-anked  liighest  among  a  imi- 
vei-se  of  bank-managed  funds 
that  ha\'e  at  least  .$1  billion 
in  assets  and  aren't  heavily 
invested  in  m^mey  market  or 
institutional  iund.s.  Its  five- 
year  return  is  imijressive  but 
some  of  its  shai'e  clas.-.':'s  carry 
higher  fees  than  others.  Only 
Evergreen's  Y  shares  have 
lower  than  average  operating 
expense  ratios  and  no  load. 
But  those  shares  aren't  for 
sale  to  retail  customers  now. 
Anyone  who  wants  to  pur- 
chase Evergreen  these  days 
must  choose  funds  with 
either  an  A  share  desig- 
nation (1.45%  expense 
ratio  and  4.75%  up-front 
load),  B  shai'es  (2.2%  ra- 
tio and  up  to  5%  back- 
end  load),  or  C  shares 
(2.15%-  ratio  and  load  of 
up  to  1%).  "When  I  see 
expenses  hke  that,  I 
think  somebody's  mak- 
ing a  lot  of  money,"  says 
Grzymala. 

As  with  buying  any 
mutual  fund,  investors 
need  to  consider 
whether  the  senice  and 
perfomiance  a  bank  pro- 
vides justifies  a  load. 
"Investors  often  pay 
sales  charges  without 
getting  corresponding 
benefits,"  says  Hope 
Feinglass,  director  of 
tax  and  financial  plan- 
ning at  Money  Minds  in 
Lombard,  111.  "If  you're 
going  to  make  a  $20,000 
investment  with  a  5.75% 
load,  vou're  looking  at 
fees  of  $1,150."  That's 

DATA,  UPPER  ANALYTICAL  SERVICES,  INC  mouey,  especially 

when  you  consider  the 
good,  aggressive  small-cap    many  no-load  and  low-e-xj^ense 


BOnOM  PERFORMERS 


FUND 


AVERAGE  ANNUAL 
TOTAL  RETURN' 


growth  fund  for  those  who 
can  withstand  volatility."  One 
big  caveat:  bt's  ftmd  manager 
Mary  Lisanti  left  in  August, 
so  as  when  any  manager  de- 
parts, you'll  need  to  feel  com- 
fortable with  her  replace- 
ments' investment  style.  And 


funds  investors  can  choose. 
Luckily,  banks  are  finally  of- 
feiing  cheaper  fimds  and  a  fai* 
gi-eater  selection  than  ever  be- 
fore. Still,  investors  would  be 
wise  to  check  out  a  variety  of 
soui'ces  before  banking  on  a 
winner.  Lisa  Sanders 
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BOTTOM  FiSHIXG  FOR 
\ETWOKKI\G  STOCKS 


First  came  the  eupho- 
ria. Then  the  tumble. 
Co  mpanies  that  pro- 
vide the  gear  used  in 

constnicting  the  nations  higl:- 
speed  infoi-mation  network> 


are  bloodied  mm 
and  bruised.  »^ 
Many  ai"e  trading  ai  less  than 
half  their  52-v.eek  highs. 
Ovei-all.  the  '  isi  Multimedia 
Network::. i  Index,  a  basket 
of  two  '  'Zen  stocks  that  had 
suret-d  to  a  high  of  122  in 
late  Januaiy.  has  since  faUen 
10  9S.  Why  the  plunge?  For 
one  thing,  a  number  of  net- 
working companies  have  re- 
ported so-so  earnings.  More- 
over, investors  are  worried 
that  the  two  industry  gi- 
ants— Cisco  Systems  and 
3Com — squeeze  smaller 
rivals.  Indeed.  -SCom  on  Feb. 
26  annoimced  plans  to  gob- 
ble up  U.  S.  Robotics. 

Has  the  sell-off  gone  too 
far?  Many  networking  pros 
stu'e  think  so.  at  least  in  the 
hot  remote-access  niche  of 
the  business.  These  ai-e  the 
outfits  that  supply  the  eqtiip- 
ment  for  connecting  to  online 
senic-es  and  private  networks 
at  a  distance.  "This  industiy 
is  still  gi-o\^"ing  from  oO^r  to 
dO'^c.  but  remote  access  is  up 
in  the  triple  digits,"  says 
Beda  Fong.  an  analyst  at 
Dell'Oro  Group,  a  mai-ket  re- 
searcher in  Portola  Valley. 
Calii. 

REVENUE  KICK.  Remote-access 
supplier  Ascend  Commimica- 
tions  in  .Aiameda.  Calif.,  is  on 
many  Wall  Street  buy  hsts. 
Last  yeai\  the  company 
gi-abbed  35*7  of  the  mai'ket 
for  "concenu-atoi-s."  the  geai" 
that  helps  companies  fimnel 
ti*affic  onto  the  Internet  and 
private  networks.  But  As- 
cends stock  di'opped  from  80 
on  .Jan.  3  to  -SO  *  sL\  weeks 
later,  after  rival  3Com  issued 
a  cautious  outlook  for  the  net- 
working business,  then  nuned 


fft  MONEY 


around  and  swallowed  up 
U.  S.  Robotics.  Although  it 
has  since  bounced  up  to  oo'-. 
anal\  sts  believe  Ascend  may 
live  up  to  its  name  and  cUmb 
even  further.  Earnings  ai'e 
e.xpected  to  reach  .S182  mil- 
hon  this  yeai-.  up  from  S113 
million  in  1996. 
Ascends  price- 
eaiTiings  ratio  of  62  is  weU 
below  its  average  10-5  p-e 
since  May.  1994. 

Ascend  may  have  more  go- 
ing for  it  than  a  relatively 
depressed  stock  price,  says 
Todd  Dagi-es,  a  general  pait- 
ner  at  Battery  \'entm'es.  a 
venttu'e  capital-fimi  in  elles- 
ley.  Mass.  The  com- 
pany gets  half  its 
sales  fi'om  overseas 
markets  and  is 
about  to  receive  a 
revenue  kick  from  a 
new  line  of  i-emote- 
access  switching 
products.  Moreover. 
Ascend  boasts  of 
strong  ties  to  phone 
companies  that  ai'e 
taking  over  the  op- 
erations of  many 
private  networks. 

Such  a  shift 
should  also  benefit 
Cabletron  Systems 
in  Rochester.  X.  H.. 
and  Cascade  Com- 
munications in 
Westford.  Mass. 
Both  recently  ac- 
quired companies 
that  make  remote- 
access  gear  aimed 
at  Internet-ser\ice 
pro\idei-s  (isPs)  and 
phone  companies. 
•J.  R  Morgan  analyst 
William  D.  Rabin 
sees  such  products 
hfting  Cabletron's 
earnings  to  $3-50 
million,  a  32^c  rise 
over  last  year.  At 
26.6.  Cabletron "s  p-e 
ratio  is  well  off  the 
average  37  p-e  of 
the  GTSi  networking 


index.  Cascade,  whose  shai'es 
tumbled  in  Januaiy  after  it 
reported  lower-than-expected 
eai'nings,  is  one  of  only  two 
companies — Ascend  is  the  oth- 
er— that  supply  concentratoi-s 
able  to  handle  -500  modems  at 
a  time.  Such  equipment  is  on 
the  wish  lists  of  phone  compa- 
nies that  want  to  boost  their 
network  capacities. 

Meanwhile,  as  a  type 
of  ultra-high-speed  modem 
kno\\Ti  as  adsl  (as\Tnmetric 
digital  subscriber  line)  be- 
gins to  emerge,  other  beat- 
en-up  companies  are  worth 
a  look.  At  SIO  a  shai-e.  Wes- 
tell Technologies  in  Oswego. 
lU..  is  trading  at  a  fi-action  of 
the  .S56  it  drew  last  June. 
Shai'es  of  Westell,  which  has 
sold  more  .adsl  modems  than 
its  competitors,  could  take 
off  again  if  the  company  is 
able  to  snai'e  one  of  the  con- 
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tracts  e.xpected  to  be  p 
for  grabs  by  gte,  Bell 
lantic.  and  U  S  West 
TeleChoice  analvst  K 
Taylor. 

Of  com-se,  not  everj- 
working  company  -nit 
mote-access  products 
bounce  back.  Analysts  r 
that  Gandalf  Technologii 
Xepean,  Ontario,  Micr 
in    Norwood,  Mass., 
Premisys  Communicatio: 
Fremont,  Calif.,  \\\\\  rel 
in  the  doghouse. 
VULNERABLE.  These  co: 
nies  a:-e  either  too  deper 
on  a  few  big  cUents  or  a 
nimble  enough  to  exploi 
changes  in  the  mai-ket] 
Gandalf.  for  example.  1 
es  on  corporate  netw 
lea\"ing  it  \"uLnerable  as 
and  telephone  companies 
ground.  And  after  hitti 
peak  of  65  last  May.  Pi-e 
is  down  to  13; 
may  soon  lose 
djTie.  the  .at&t 
sidiary  that  i: 
biggest  custom( 
One  corpc 
network  sup 
that  bargain  hu] 
do  relish  is  S] 
Its  stock  has 
hammered  la 
plunging  56% 
15  4.  But  the 
ford  (Mass.)  coi 
ny,  named  for 
Hindu  god  of 
struction,  ha 
gro\^ing  role 
phing  access  j 
ucts   to  Nort 
Telecom,  one 
three  main 
providei-s  to  p 
companies.  Wi 
p-e  that's  only 
of  the  GTSi  inde: 
erage.  it's  "an 
company  for  inc 
uals  looking  f 
low  p-e  entrj- 
the  remote-ac 
space."  says  E 
Read  technology 
alyst  Robert 
MacLellan.  No 
only  Shiva's  n: 
sake  would 
wreaking  havo 
the  entire  indt 
Gary  McWill 


216  5 


START 


The  Chase  Corporate  Challenge.' 
J^HERE  The  Small  Caps  Take  On  The  Blue  Chips. 

(In  shorts,  sneakers  and  T-shirts,  that  is.) 


In  the  largest  road  racing  series  of  its  kind,  6,000  com 
panics  ranging  in  size  from  small,  emerging- 
growth  businesses  to  global  corporate  giants, 
compete  in  cities  around  the  world.  Each  year, 
the  3-5-mile  races  attract  150,000  men  and 
women  to  run  for  fitness,  fun  and  for  the  privi- 
lege of  representing  their  companies. 
The  Chase  Corporate  Challenge®  is  open  to  employees 


of  coiporations,  businesses  and  financial  institu- 
tions. Teams  compete  in  the  Men's,  Women's 
and  Coed  divisions. 

Stay  fit.  Have  fun.  Run  in  the  Ch;Lse  Corjiorate 
Challenge!"  For  entry  infomiation,  write  or  fax: 
The  Chase  Manhattan  Bank,  Sports  Marketing 
Group,  140  East  45th  Street,  l6th  floor,  New  York, 
N\- 10017.  Fax:  (212)  557-3799. 


CHASE.  The  right  relationship  is  everything. 


1997  RACE  SCHEDULE 


May  15  New  York  City  #1 
May  22  Albany.  NY 
June  10  Liberty  State  Pk,  NJ 
June  12  Rochester,  fJY 


June  18  Frankfurt,  Germany 
June  25  New  York  City  #2 
June  26  Buffalo,  NY 


July  9  London,  England 

July  15  Pbiladelphia,  PA 

July  16  Bingtiamton,  NY 

July  17  Boston,  MA 


July  22  Stamford,  CT 
July  24  New  York  City  #3 
July  29  Long  Island.  NY 


July  31  Morristown,  NJ 
Aug  5  Syracuse,  NY 
Aug  7  Chicago,  IL 
Aug  13  San  Francisco,  CA 


Aug  19  Paramus,  NJ 
Sept  10  Atlanta,  GA' 
Oct  4    Championship,  NYC 


■  Licensing  Agreement, 
Dales  are  subject  to  ctiange. 


Tfie  Advertising  Deparlment  of 


BusinessWeek 


AmericanAirlines' 


SAUCONY 


©  1997  Tfie  Ctiase  lylantiattan  Corporation. 


Personal  Business 


ARE  YOU  AN 
OFFICE  SLOB? 


Justin  O'Brien's  office 
used  .0  be  so  littered 
w  h  papers  and  prod- 
ucts that  he  couldn't 

walk  ai-ound  without  hurting 
himself.  But  the  ceo  of  Sun- 
Fun  Corp.,  a  sportint^-goods 
catalog  business  in 


"Learn  the  art  of  wastebas- 
ketry,"  says  Barbara 
Hemphill,  a  professional  or- 
ganizer in  Raleigh,  N.  C,  and 
authcjr  of  Taming  the  Paper 
Tiyer  ($13,  Kiplinger  Books). 
In  her  experience,  80%  of  of- 
fice clutter  belongs  in  the 
trash.  "Take  no  prisoners," 


to  equals  clutter,"  says  Jones. 

If  raking  everything  into 
two  piles  seems  unwieldy, 
"start  with  just  a  comer  of 
youi'  desk,  and  when  you  get 
to  a  clear  spot,  start  work- 
ing on  another  part,"  says 
Stephanie  Winston,  author  of 
Sfepha)i.i.e  Winston's  Best  Or- 
ganizing Tips  ($11,  Simon  & 
Schuster).  Organizing  can  be 
done  in  stages.  Try  dedicating 
just  15  minutes  a  day  to  the 
cause. 


San  Carlos,  Calif., 
has — for  the  most 
part — cleaned  up  his 
act.  O'Brien  claims 
he  tossed  away  750 
pounds  of  unneeded 
stiiif.  Conquering 
clutter  has  not  only 
saved  O'Bnen's  shins 
and  elbows.  The  time 

it    takes    him    to     ,    ,  ■      ,         j.u  -> 
customer    looki ng_f or  anything? 


The  Mark  of  a 
'Messaholic' 

1.  Are  you  unable  to 
walk  freely  about  the 
office  without 
bumping  into  things?  ^ 

2.  Do  you  spend  more 
than  one  minute 


process  a 

order  has  also  fallen 
from  two  weeks  to 
two  days. 

American  workers 
are  messier  than 
ever,  according  to  the 
National  Association 
of  Professional  Orga- 
nizers (NAPO),  an  out- 
fit that  grew  from 
five  office  straighten- 
ers  a  dozen  years 
ago  to  more  than  800 
today. 

PAYING    PROS.  Yet 

O'Biien  and  other  "recover- 
ing chaolics"  have  seen  what 
a  little  neatness  can  do  to- 
wai'd  tidying  up  a  company's 
bottom  line.  Rather  than 
drown  in  a  sea  of  spread- 
sheets and  sticky  notes,  many 
"messaholics"  are  paying  $20 
to  .$200  per  hour  to  liii-e  pro- 
fessional organizers  whose  ef- 
fectiveness varies  as  widely 
as  their  fees. 

But  imposing  order  may 
not  r'equire  professional  help. 
With  a  little  resolve  and  a  lot 
of  tiush  bags,  even  a  slob  can 
do  it. 

This  may  be  the  age  of 
computers  and  digital  scan- 
ners, but  a  decidedly  low-tech 
approach  is  the  fii'st  step  to- 
ward    combating  clutter. 


3.  Is  it  possible  to  ^ 
reach  for  the  phone 
without  knocking 
somethmg  over? 

4.  Can  you  see  the 
surface  of  your  desk? 

5.  Do  you  have  files 
that  bulge  or  that 
have  nothing  in  them? 

S.  Are  there  piles 
everywhere? 

DATA:  BUSINESS  WEEK 

Hemphill  says.  Pitch  items 
that  are  not  time-sensitive, 
that  are  available  elsewhere, 
or  that  have  no  tax  or  legal 
implications. 

Next,  place  papers  in  one 
box  and  objects 
such  as  staplers, 
punchers,  souvenirs  and  the 
like  in  another,  advises  Karla 
Jones,  a  professional  organiz- 
er in  San  Mateo,  Calif.  Sort 
through  the  boxes  with  a  30- 
gallon  ti-ash  can  at  the  I'eady, 
antl  if  you  find  yourself  ago- 
nizing over  whether  to  keep 
a  file  or  a  report  for  very 
long,  you  can  probably  deep- 
six  it.  Although  it  sounds  se- 
vere, pare  down  family  pic- 
tures and  personal  items  as 
well.  "More  than  one  momen- 


WORKPLACE 


A  decent  filing  system 
helps  too,  of  course.  File  by 
jjroject,  date,  or  even  color 
(red  folders  for  bills,  blue  for 
clients,  etc.)  If  your  system 
results  in  file  folders  that  con- 
tain only  a  page 
or  two,  you're 
being  a  bit  overzealous.  On 
the  other  hand,  files  with 
more  than  30  pieces  of  paper 
should  be  broken  down  into 
subcategories.  Stamp  a  date 
on  documents  so  it's  easy  to 
tell  if  the  infbmiation  is  fi'esh. 
Whenever  handling  a  file, 
check  if  there  are  papers  in- 
side that  can  be  tossed. 

Schedule  time  to  purge 
files  at  least  once  a  year.  Two 
possibihties  are  the  period 
between  the  yeai'end  holidays 


or  on  slow  Fridays  in 
summer. 

Think  also  about  no 
ways  to  store  the  stuff  } 
feel  comj^elled  to  keep.  Sta 
of  neatly  labeled  cardbo; 
boxes  or  milk  crates  will 
ten  suffice.  And  stand; 
shoe  bags,  draped  over 
side  of  a  cubicle  or  hang 
from  a  wall  hook,  can  pro\ 
numerous  nooks  for  stor 
envelopes,  computer  dis 
and  other  office  necessit 
"People  really  don't  consi 
the  storage  possibilities 
"'  '"-'^ ,^  walls,"  says  S 
..,  Schulman,  who 
'  ?  cializes  in  maxii 
ing  space  as  ow 
of  White  Ral 
Home  Offices 
Deerfield,  111. 

To  unclutter 
ther,   stop  jott 
down  thoughts, 
do  lists,  or  ph 
numbers  on 
backs  of 
velopes,  sti 
notes,   or  ot 
bits  of  paper 
stead,  com 
tlate  jotting, 
a  daily  pla; 
or  spiral 
book.  Persona 
ormation-m 
agement  softv 
programs  (L 
Organizer,  Stai 
Sidekick,  Day-Ti 
Oi-ganizer)  also 
vide    a  paper 
means  for  stoi'ing  notes 
phone  numbers.  Take  a 
of  scissors  to  all  those  m 
zines  piling  up  and  clip 
articles  of  interest.  "S  g 
them  in  a  file  that  you 
gi-ab  on  your  way  to  catc 
the  train,"  says  Steph 
Denton,  an  organizing  co: 
tant  based   in  Cincin 
After  things  are  thr 
out  or  put  away,  I'emei 
that  remaining  orderly 
never-ending  battle.  I 
aging  office  clutter  is 
weeding    a  garden, 
O'Brien,  the  SunFun  fs' 
"You've  got  to  stay  on  ti 
it  because  clutter,  like  w 
just  keeps  on  coming." 
trick  is  to  yank  it  up  b 
it  spi-eads.       Kate  Mu 
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s  your  higii  tech 

idvertiSing/nianteting 

/voiHiy  Of  an 

con  Awam? 

lere's  ony  one  way  to  find  out. 


stiVity  Recognized  The  judges 

;  objective  of  the  Marketing  Computers  ICON  Awards  is  to        A  distinguished  panel  of  judges  comprised  of  creative  executives 

nize  creative  excellence  in  the  advertising  and  marketing  of  from  advertising  agencies  and  marketing  executives  from  the  high- 

9ch  products.  ^^^^  industry  will  evaluate  the  ICON  entries. 

:i)ration  The  Business  week  $10,000  Best  of  show  Award 

d,  silver  and  bronze  awards  will  be  given  in  all  categories.        Our  sponsor.  Business  Week,  will  award  a  $10,000  grand  prize  to 

;ts  will  receive  an  official  letter  of  notification  the  week  of  the  judges'  choice  for  overall  excellence  in  all  categories, 

ary  17,  1997.  All  entrants  and  interested  parties  are  welcome  ri:o:u:i:  +  \/ 

^       ...  I     ^  J  J  »  .  t>       I-  tllbllJlllIJ 

end  a  gala  dinner  and  awards  presentation  in  San  Francisco 

irch  24th  1997  Entries  must  have  been  published,  aired  or  taken  place  during  the 

calendar  year  1996  (1/1/96  •  12/31/96). 
y  Fees/oeadhnes  Who  is  eligible:  Products  and  services  in  the  following  categories: 

entries  must  be  received  by  January  8.  Entry  fees  are:  computer  hardware,  computer  software,  online  services,  computer 

jmpaign  (categories  1-4,  22)  distributors,  computer  and  electronic  retailers,  resellers  and  VARs. 
rst  Campaign  $150.  Each  additional  Campaign  $125.  Who  is  not  eligible:  Products  and  services  in  the  following  cate- 

ngle  Entries  (categories  5  -21,  23-36)  gories:  video  games,  consumer    sponsored  by: 

rst  Single  Entry  $125.  Additional  Single  Entry  $95.  electronics,  magazine,  telecom- 

!Cks  or  money  orders  should  be  made  payable  to  Marketing  munications  (including  beepers, 

uters  ICON  Awards.  Send  all  entries  to:  Marketing  Computers  cellular  phones,  etc.),  newspaper 

Awards,  1515  Broadway,  12th  floor.  New  York,  NY  10036.  and  newsletter  publishers.  Beyond  news,  inielligence. 


BusinessWeek 


FOR  AO  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
5D0  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO.  IL  60611 


Telecommunications  Products 


•  Digital  H  '  and  Office  PBXs 

•  Foreic     ilephone  Jacks 

•  Pa"  ■  :i  Hard  Wired  Telephones 

T- eAdapt  has  ^^Lf^ 
le  solution  . 

Cain  408  370  51 05  1^'$' 
Fax  1  408  370  5110  ui^V 
http://www.teleadapt.com 


BUSINESS  TELEPHONE 
SYSTEMS  &  PARTS 

Wl  I!1;Y  SELL-LEASE 
AT&  I /LUCENT  NORTEL  ROLM 
&  M(  (S  1  OTHER  N4ANUFACTURERS 

REFliRitlSHKD  &  UNUSED  EQUIPMENT 
PHONES,  ETC. 
800-880-7931    EAX  813-626-2454 


Telecommunications  Services 


America's  Leading  Stand  Alone 


'  One  Low  Rate  •  1 7  5e/minute  •  24hrs/day 
•  No  Monthly  Fee  •  No  Surcharges 
•  Six-Second  Billing  Worldwide 
•  Low,  Flat  Inl'l  Rates 


\/bice! 


Simply  Convenient 

800-789-5753  24  nrs/day  toll  free 
more  info  hnp://www.tel-world.com 


TELECOHFEREHCm 


The  Best  R.ites  In  The  Counti 


Reserve  Your  Next  Conference  Call  By  Calling 


1-800-778-MEET 

http  //www  eagle  net 


FAX  BROADCASTING 
only  100  a  minute! 


To  the  U  S  from  anywhere  in  the  world' 

Rates  per  minute  to 

France        $0  39  Japon  $0  39 

i  Germany    $0  39  U  S  $0  10 

■  Hong  Kong  $0.59  UK  $0  29 

^away  Unesope" 


Toll-free:  1 .800.906.4FAX 

Tel  1206  3017000    Fa.  1206  3017500 


Internet  Services 


P  web  publishing 

multimedia  consulting 
http://www.blueskye.com 

I  -  888  -  CoolSkye 

(1-888-266-5759) 


DOMAIN  NAME 


Reserve  your  name  today  (i  e. 
yourcompany  com)  on  the  Internet 
Registered  names  can  be  used  (at  any 

provider)  NOW  or  in  the  FUTURE, 
Registration  complete  in  24  hrs,  or  less! 

Only  $45  +  NIC  fee 
Call  1-800/545-3662  or  register  at: 
http://wvi(w  domainreglstry.com 


Computer  Supplies 

f  BatTerTer&TooirFor  ^ 
I  Mobile  Professionals.  ■ 

|l  800-Batteries  ! 

^  •      www.800Bofteries.cotn.  J 

Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LASERJET  COLnRPRO  DRAhT/lNlASTER 
DESKJET  DKAFTPRLl  DESIGNJET 

ELE(  TRi:)STA  rir  Pl.OTTER.S  RUOjEDWKITER 

HP  9000  workstations  &  Vectras 
Demo  &  Refurbished  Equipment 
Ted  Dasher  &  Associates 

41 17  Second  Ave  S  Birmingham.  AL  35222 
Phone  205/591-4747  Fax  205/591-1108 
800/638-4833  •  e-mail  sales@dasfier  com 


Presentation  Equipment 


"Holy*@?%#!" 


ImagePro*  7010 

U'D  data/videii  pnijectiir 

I'HLK  sdlt-.siijril  i-aiTviiinra.M' with  piiivhiisc' 


1.888.238.5263 


Franchising 


Join  the  number  one 
accounting  franchise  network. 


1-800-323-9000 


Comprehensive 


www  i.'bsaccounting.Lom 


Franchise 

your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars, 
or  information  on  franchising. 

Francorp' 

Specialists  In  Franchise  Development  BW 

1-800-FRANCHI^ 


CUSTOIVI  STORAGE  SYSTEMS 

Closei  •  Gcirage  •  Home  Otfii.'e  •  Enlenainment  Cenler 
No  I  rjicd  in  USA  Large  exclusive  leiriiories  \ 
Complele  Irainmg  &  on-going  suppori  ^•XO^?^ 
Call  Ddvid  Luuy,  VP  "^^^^^^ 
(.1111)  Mii-7IH)n    FAX  OW)  "i.lK  ifi/f,  Y  " 


Business  Opportunities 


CONSULTANTS/TRAINERS 


International  firm  expanding  in 
US  needs  independent  consultants 
and  trainers  to  represent  our 
company.  We  offer  some  of  the 
finest  human  resource  development 
programs  available  today.  Very 
high  income  potential.  Extensive 
training  and  support.  Management, 
marketing,  or  consulting  experience 
helpful.  Send  resume  or  brief 
personal  history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle,  VP  Development 
Department  WB37 
100  Kachel  Blvd..#150-E 
Reading,  PA  19607 
(800)  799-6227,  Ext.  12 
FAX:  (610)  856-5918 


$350,000++  Potential 
Annually  from  Home^ 


S350K  and  more  post,ible  annually  from 
$10K  start-up  $75K  potential  1st  few 
months.  Break-through  product  and 
company  structure  dOVr  profit  margin,  no 
selling  experience  required,  no  employees, 
no  travel,  no  MLM.  2  minute  message. 
1-800-432-0018  X2776 
Freedom  Associates 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and 
Equif/ment  Leasesfxom  Sl.OOOto 
$10  million.  No  co-brokering.  Work 
directly  w/National  Lenders. 
Unlimited  earnings  potential  and 
residual  income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1-800-336-3933 

L  The  Loan  Consultants,  Inc.  . 


Business  Services 


Personal  Chech 

with  the  purchase  of  60( 

vn)-,4-Ptit;c  Biisiikss  Qia]\ 

only  29 '^^S  J 
(Offer  good  thru  12/31/97)  j 

1-800-239-40^ 


INCORPORATIO 


•  FREE  Information 

•  All  50  States  and  Offshore 

•  Reliable  Service  and  Low  Prices  1 

Corporate  Creationsi 

hltp:/Avw  w.corpcreationscc. 
800-672-9110  •  Fax  305-672-5 


TRADEMARK 


RESEARCH  REPOR 


■  20,000  ACADEMIC  TOPICS  AVAILA 

I  Send  $2  for  the  290  page  cat.ilo 

I  Cusiom-wiiilen  wports  also  av,i  ;.;fi, 

,  RESEARCH  ASSISTANCE 

'  11322laahoAve.#206BF  _ 

I  Los  Angeies,  CA  90025  f 

I  TOLL  FREE  HOTLINE:  800-351-01 


http:  //www.research-assistance. 


Advanced  Ed./MBA  Progi 


RK2S 


EXTERNAL  MBA  PROGF 


♦  ACCREDITED  by  North  Centrii; 
Association  of  Colleges  and  SCi, 

♦  No  classroom  attendance  requirecj 

♦  Earn  your  MBA  degree  in  2  yeara 

♦  Video,  audio  and  Internet  materi! 

♦  Founded  1877,  serves  9,000  stui 


m 

idr 


For  free  Regis  MBA  video  anj  | 
application  package,  caH  toll-fiji 

.    1-888^BA-REGIS  jl 

imw.MBAREGIS.coiii  ly^ 

PRIORITY  CODE  »R013J        I  ' 


Education/lnstructio 


MBA  BY  Distance  Lem  ^ 

Major  British  university  offers  accredited  N 
Bactielor's  oi  GMAT  needed  Chosen  by  Ec 
Intelligence  Unit  as  one  of  world's  best  MBA  pr 


HERIOT-WAH  UNIVERSITY  I  (800)  MBI 
North  American  Distributor  I  Ask  for 
6921  Stockton  St,  Suite  2.  El  Cerrito,  CA  < 
For  immediate  FaxBack  literature:  fra 
tax  machine's  phone,  call  (510)  486-t  L 


EXTERNAL  DEGRE 

BA'BS  (VIS/MBA  PhD/J 
Credit  for  work  &  life  experier 
(800)  444-8569  (24  hrs;'^ 

LaSalle  Universi 

I  Dept  569  Mandeville.  LA  70471 


FOR  AD  RATES  AND  INFORMATIDN 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


DUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  60611 


sss/Reference  Books 


/l/orker's  Compensation  Costs 

INJURY  GUIDE 

,  comprehensive,  understandable 
tor  managers,  supervisors,  HR, 

managers  describes  the  most 
problems,  what  they  mean, 

time  and  preventive  measures 

ort  readable  format' 

.so/Guide  $75/10  $650/100 

ic.  2058  N.  Mills  Ave..  #248 

:iaremont,  CA  91711 


Investment  Publications 


"DISCOVER  HOW... 


You  can  heal  the  stiitk,  bond,  and 
futures  markets  using  the  secrets 
of  the  amazing Pheiwimium  " 

FREE  DESCRIPTIVE  BROCHURE 
Call  toll-free  1-800-990-1120 


Sales  Books/Audio 


HOKE  DURING  PRESENTATIONS? 


start  your  career  with  Speaking  Up:  A  Guide  for  Overcoming 
gefrightin  Business  Meetings.  4  audiotapes  &  guidebook. 
)eveloped  by  a  psychologist  with  hands-on  experience. 

Call  800-634-3973 


enswear/Fashion 


We  Specialize  In  Hard-To 
Find  Sizes...  AAA-EEEEE 
Widtlis,  Up  To  Size  16. 
mk  Choose  from  a  wide 
B  selection  of  Men's  Dress, 
■P  Casual,  Work  &  Athletic 
W  Shoes.  You'll  find  top  brands 
Vright,  New  Balance,  Bostonian, 
ipies  and  Wolvenne.  And,  we  have 
]uarantee  in  the  businessi 
10-240-7463  loi  a  free  catalog 


iitive  Shoes 


ication/lnstruction 


^^ersity  Degrees 


id  Self  Paced  Home  Study 
e  Bachelors  Masters  Doctors 

in  Business  Admin  Public  Admin 
ire  Admin,  Human  Resources, 
nt  l  Business,  Tech  Mgmt,  Lavir, 
Psychology.  Computer  Science 
ttp://www.scups.edu 
lall:  enroll@scups.edu 
800/477-2254  (24  tirs) 
lern  California  University 
'  Professional  Studies 
7  St-BW,  Santa  Ana,  CA  92705 


ST  IN  YOU 


VALUE  Is  Whjl  You  Know 
BS's  and  Masters  in  Business  and 
nng  Through  Distance  Learning 


CNU 


lenia  Slrect,  Nc.nh  Hilh,  Ca,  91343 
talog  Call  1-800-782-2422 
te:  tittp:  //www.cnuas.edu 


Education/Instruction 

THINKING  OF  GRAD  SCHOOL? 
Get  ALL  your  graduate  school 
applications  with  just  ONE  CALL! 

MBA,  JD,  MD,  MS/MA  etc.. 
All  US  graduate  programs.  Up  to 
15  applications  for  only  $12.95 
SMART  APPLICATIONS 
It's  about  time... your  time 
Call  (888)  APPLY-78  toll  free/24  tirs 
or  (21 2)  330-0998  (for  NYC  Callers) 

{M3^  credit  caitls  accepted  Mon  US  residenls  pnces  vary) 

Corporate  Gifts 


Logo  Tattoos 


f  000  Temporary  Tattoos  with  your  Logo, 
Just$f89,00 !!! 
or  2000  Tattoos,  Just  $299.00!! 

plus  S7.00  SSH  (CA  add  7  25%  sales  lax) 

Customized!  Full  Color!  2"  X  2"! 


Send  your  sized,  color  logo,  or  artwork  ,  along  wjtt> 
a  check,  company  P.O.  or  Visa  /  tJC  »,  to: 

Calico  Temporary  Tattoos 
315  Plantation  Way  •  Vacaville,  Ca  95687 
Tel:  707/448-7072  •  Fax:  707/448-8273 
.  Allow  4-6  weeks  tor  delivery 


Technology  Guides 


Communications  •  Document  Management  •  Data  Warehousing 


Got  Questions?  Lefs  WEB. 

A  series  of  educational  guides  that  put  these  technologies  into  practical 
and  understandable  terms.  Tliese  guides  are  available  FREE  to  read, 
download,  and  print  from  oui  Wtb  Site. 

http://www.te)!ii^l-i^uide.conn 


Fine  Art 


DALI 

Collect  Rare,  Authentic 
Limited  Editions 
from  S  2500 
CALL  FOR  CATALOG 

1-800-999-DALI 

or (310)  798-1360 


SILVERSTATE  FINE  ART 


Sales  Promotion/Display  Products 


Literature  Displays 


□a  LARGEST  SELECTION 
IN  THE  COUNTRY 


Menswear/Fashion 


men's  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

•  Free  catalog 

•  High  quali! 

•  160  styles 


1-600-992-WIDE 
HITCHCOCK  SHOES,  INC. 

Dept  55C  Hingham,  MA  02043 


Consumei  J  ironies 


Music  World 
Computer  World 

America's  Only  Catalogue  of  its  Kind! 

Receive  Our  FREE  Mail 
Order  Colalogue  Nowi 

212  pgs.  of  Top  Brand 
Names  in 

Audio 'Video 
Computers  •Portablei 

Home  Office 
MusicVideo  &  More 
All  at  Dis<ount 

Older  Toll  Free  24  Hours  A  Day,  /  Days  A  Week 

1-800-221-8180 


Travel/Vacations 


SWISS  ALPS 


Ttie  "Hikers  Paradise."  Moderate 
optional  lengtti  DAY  hiking  on  skyline 
trails  Basing  t  week  at  i2  charming 
3-4  star  mountain  inns.  Our  20th  year. 
Free  color  brochure,  (330)  867-3771 . 
ALPINE  ADVENTURE  TRAILS  TOURS,  INC. 
783  ClillsideDr,  #210,  AKRON  OH  44313 


Free  Resort 
Ratings  Booklet 


A  handy  reference  with 
60  straight-forward  resort  reviews. 
It's  yours  HREE  when  you  subscribe  to 

Timesharing  Today 

The  magazine  that  helps,  you  get  the 
most  out  of  vacation  ownership. 

Independent  viewpoint  •  Resort  reviews 
Articles  on  buying,  selling,  exchanging 
Investigative  reports  •  Industry  news 
Hundreds  of  classified  ads 
Must  reading 

Call  Toll  Free  1-888-463-7427 


Personal  Care/Cosmetic  Supplies 


QOSMEDiX 


Disposables,  Applicators  &  Testers 
•Single  Use  Mascara  WandsvLIp  BrushesvSponges 
•Swabs  •Eyeshadow  Applicators  •Cotton  Squares 

,150-Q  Executive  Dr.  Edgewood,  NY  11717-8329 
Phone:  +1  516-242-3270    Fax:  +1  516-242-3291 
www.qosmedix.com  info@qosmedix.com 


Turn  tax  time  into  relax  time.  And  spend  your  refund  at  the 
beach.  Simply  point,  click  and  you're  on. 

Count  on  America  Online.  To  put  the  right  forms  in 
your  hands  instantly.  Get  help  from  certified  experts  when 
you  need  it.  Even  gain  direct  access  to  technical  support 
for  major  tax  software  packages. 

There's  something  for  everyone  on  America  Online. 
From  tracking  your  portfolio  to  exchanging  e-mail  with  family  and  friends.  From  non-stop  sports 

action  to  unlimited  Internet  usage.  From  breaking  news  to 
business  forums. 

Plus  you  can  enjoy  BusinessWeek  Online  Leaf 
through  the  magazine's  electronic  pages  for  global  business 
information  and  analysis  —  before  it  hits  the  newsstand. 
Even  interact  with  editors  and  newsmakers  online. 

Avoid  the  chaos  and  confusion  with  America  Online. 
And  enjoy  many  happy  returns. 


I  Hut  Equities  Abtodd 

A  peiKy  wadd  ennotny  and  ^m:' 
roiporMe  piofitv  mem  d  •.  Iin"  ' 

|The  Tobdcco  Wars 

A  ipeafll  new  coileclion  on  Bi^' 
Tobdcxf  *:pl-jn5  to  get  ■iiound  'lie 
FDA  re^i 

|BW  Daily  BTiefing 

Clir.ton  V',  .^fldditti  A  ne'.v  ouiine 


Simply  point,  ciicl<,  and  you're  ON 

TPy  AOL  FREE  for  50  Noiirs  Call  Today  1  -800  675-771 

For  conditions  and  membership  details,  install  trial  software.  Availability  may  be  limited,  especially  during  peak  usage  tin 

A 

111?  World's  Host  Popular  Inteifiet  Online  Seivite    ame  r.i^c  a 


ill 


isiness  Week  Index 


)UCTION  INDEX 


ange  from  Idbt  week,  0,0% 
snge  from  last  year:  7,7% 


PRODUCTION  INDEX 

Mar,  1  =  135,8 
1992=100 


Mar.  July  Nov,  Mar 

996  1996  1996  1997 

index  IS  a  4-week  moving  average 

duction  index  held  steady  during  the  week  ended  Mar.  1.  Before  calculation 
our-week  moving  average,  the  index  dropped  to  135.4  from  136.7  in  the 
week.  In  the  latest  week,  the  seasonally  adjusted  levels  of  auto  and  truck 
on  fell,  as  did  rail-freight  traffic  and  crude-oil  refining.  Output  of  both  coal 
iber  also  declined.  Steel  production  rose,  as  did  electric  power  output.  For 
I,  the  index  dipped  to  135.8  from  135.2  in  January,  mainly  reflecting 
nably  warm  weather,  which  depressed  electric  power  output, 

tiL'n  indr-v  ropvright  1997  bv  The  McGrdW  Hill  Companies 


)ING  INDICATORS 


PRICES  (3/7)  S&P  500 

LATEST 
WEEK 

804,97 

WEEK 
AGO 

790.82 

YEARLY 
%  CHG 

24.0 

RATE  BOND  YIELD,  Aaa  (3/7) 

7,47% 

7.38% 

3.6 

[RIAL  MATERIALS  PRICES  (3/7) 

108.2 

108.4 

-0,3 

ESS  FAILURES  (2/28) 

NA 

NA 

NA 

STATE  LOANS  (2/25)  billions 

NA 

NA 

NA 

SUPPLY,  M2  (2/24)  billions 

$3,869.3  $3,868. 2r 

4,7 

L  CLAIMS,  UNEMPLOYMENT  (3/1)  thous 

310 

316 

-14.4 

s:  Standard  &  Poof's,  Moody's,  Journal  of  Commerce  (index    1990=100),  Dun 
reet  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept. 

REST  RATES 

AL  FUNDS  (3/11) 

LATEST 
WEEK 

5.21% 

WEEK 
AGO 

5.16% 

YEAR 
AGO 

5.25% 

:RGIAL  PAPER  (3/12)  3-nnonth 

5.46 

5.46 

5.34 

'ICATES  OF  DEPOSIT  (3/12)  3-month 

5.44 

5.43 

5.30 

MORTGAGE  (3/7)  30-year 

7.97 

7.86 

7.53 

TABLE  MORTGAGE  (3/7)  one  year 

5.78 

5.73 

5.48 

(3/7) 

8.25 

8.25 

8.25 

.:   Federal  Reserve.  HSH  Associates,  Bloombe 

g  Financial 

Vlarkets 

PRODUCTION  INDICATORS 


STEEL  (3/8)  thous  of  net  tons 

LATEST 
WEEK 

2,138 

WEEK 
AGO 

2,1 15# 

YEARLY 
%  CHG 

2.0 

AUTOS  (3/8)  units 

129,919 

134.799r# 

12.7 

TRUCKS  (3/8)  units 

139,114 

138,740r# 

8,7 

ELECTRIC  POWER  (3/8)  millions  of  kilowatt-hrs. 

60,388 

51,225# 

-2,7 

CRUDE-OIL  REFINING  (3/8)  thous.  of  bbl./day 

13,578 

13,391# 

-0,5 

COAL  (3/1)  thous.  of  net  tons 

21,245# 

21,269 

-0,7 

LUMBER  (3/1)  millions  of  ft. 

482. 1# 

498.8 

9.5 

RAIL  FREIGHT  (3/1)  billions  of  ton-miles 

27, 5# 

27.2 

0.7 

Sources:  American  Iron  &  Steel  Institute. .  IVard's  Automotive  Re/ j-l^.  Edison  Electric 
Institute.  American  Petroleum  Institute.  Energy  Dept  ,  WWPAl,  SFPAj.  Aisociation  of 
American  Railroads 

PRICES                                             ,  "^m. 

GOLD  (3/12)  $/troy  oz. 

LATEST 
WEEK 

351.400 

WEEK 
AGO 

354.500 

YEARLY 
%CHG 

-11.4 

STEEL  SCRAP  (3/7)  #1  heavy,  $/ton 

139.50 

146.00 

0.4 

COPPER  (3/7)  2/lb. 

118.5 

117.0 

-3.0 

ALUMINUM  (3/7)  e/ib 

81.5 

79.3 

8.2 

COTTON  (3/8)  strict  low  middling  1-1/15  in.,  <tl\b 

71,65 

71.38 

-10.3 

OIL  (3/11)  $/bbl. 

19,75 

20,28 

-3.5 

ORB  FOODSTUFFS  (3/11)  I967=ioo 

247.51 

244.39 

5.7 

CRB  RAW  INDUSTRIALS  (3/1 1)  1967=100 

341.50 

344.31 

3.3 

Sources:  London  Wednesday  final  setting,  Cfiicago  market,  Metali 
market,   NYMEX,  Commodity   Research  Bureau 

Week.  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (3/12) 

LATEST 
WEEK 

122.43 

WEEK 
AGO 

121.43 

YEAR 
AGO 

105.34 

GERMAN  MARK  (3/12) 

1.70 

1.71 

1-47 

BRITISH  POUND  (3/12) 

1.60 

1.61 

1-52 

FRENCH  FRANC  (3/12) 

5.73 

5.78 

5-04 

ITALIAN  LIRA  (3/12) 

1693.0 

1703.8 

1564.8 

CANADIAN  DOLLAR  (3/12) 

1.35 

1.37 

1.37 

MEXICAN  PESO  (3/12) 

7,975 

8.040 

7,590 

TRADE-WEIGHTED  DOLLAR  INDEX  (3/12) 

104,8 

104.8 

96.52 

Sources:  MajOf  New  York  banks  Currencies  expressed  in  units  per  U-S.  dollar, 
except  for  British   pound   in  dollars 


ata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
nt.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn,         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


IG  STARTS 

Mar.  18,  8:30  a.m. est  >■  Housing 
ir  February  are  expected  to  have 
an  annual  rate  of  1.42  million, 
n  a  survey  of  forecasts  compiled  by 
;rnational,  a  unit  of  The  McGraw-Hill 
ies.  January  starts  had  risen  to  1.35 
after  plunging  11%  in  December. 
;  conditions  remain  favorable,  and 
lund  in  January  starts  w/as  especially 
1  the  important  single-family  sector. 

MER  PRICE  INDEX 

day,  Mar.  19,  8:30  a.m.EST>  The 
er  price  index  for  February  is 
d  to  have  risen  by  a  tame  0.2%  for 
!  total  index  and  the  core  index, 


which  excludes  energy  and  food,  according 
to  the  MMS  survey.  Both  the  total  and  core 
indexes  had  risen  a  scant  0.1%  in  January. 
The  overall  index  should  remain  in  check  in 
coming  months,  since  oil  prices  have  fallen 
$5  per  barrel  since  the  beginning  of  the 
year,  but  analysts  will  keep  a  close  eye  on 
the  core  index  for  any  sign  that  rising  labor 
costs  are  putting  pressure  on  prices. 

REAL  EARNINGS 

Wednesday,  Mar.  19,  10  a.m. est  >■  The 
inflation-adjusted  weekly  pay  of  production 
workers  is  expected  to  have  risen  sharply  in 
February,  reflecting  the  month's  2.6%  jump 
in  average  weekly  earnings  and  the  expect- 
ed 0.2%  rise  in  the  cpi. 


TRADE  BALANCE 

Thursday,  Mar.  20,  8:30  a.m.EST>  The 
U.  S.  trade  deficit  in  goods  and  services  is 
expected  to  have  remained  at  $10  billion  in 
January,  says  the  mms  poll,  about  even  with 
$10.3  billion  in  December.  Analysts  expect 
both  exports  and  imports  to  edge  up. 

FEDERAL  BUDGET 

Friday,  Mar.  21,  2  p.m.EST>  The  Treasury 
Dept.  is  expected  to  report  a  February  bud- 
get deficit  of  $45.5  billion,  compared  with 
$44.3  billion  in  February,  1996.  So  far  this 
fiscal  year,  the  deficit  is  ahead  of  last  year's 
total,  but  last  year's  deficit  at  this  time  was 
held  down  by  the  budget  impasse  in  Con- 
gress and  the  government  shutdown. 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or  feature  with  a  significant 
reference  to  a  company.  Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables     not  included. 


192, 


Adidas  211 
Aetna  (AED  44, 204 
Ahmanson  (HF  i ;  HIV 
194 

Akai  Elert-  juO 
Alexan''  Alexander 

(AAI,  44,82 
All.  Miient  Strategies  6 
AlzalAZA)  194 
hmazoncom  19 
American  Airlines  (AMR)  6, 

36,  57 

Annencan  Home  Products 
(AHP)  44 

American  Oncology 
Resources  204 
Ameritech  (AIT)  61 
Amgen(AMGN)  34 
Anchor  des'.p,»  & 

Renov  ition  30 
Andi^ 'ANDW)  10,79,85 
Aiv.cion  (ANGN)  194 
Anheuser-Busch  (BUD)  8 
Aon  (AOC)  44 
Apple  Computer  (AAPL)  40, 

200, 202 

Ascend  (ASNO)  216 
AT&T(D  44,85,216 


B 


Charter  One  Financial 
(COFI)  192 

Chase  Manhattan  (CMB)  214 
Chelyabenergo  50 
Chelyabinsk  Svyazinform  50, 
48 

Chicago  White  Sox  211 
Cisco  Systems  (CSCO)  79, 
90,216 

Citicorp  (CCD  200 
Cleveland  Indians  211 
CNA(LTR)  44 

CNW  Marketing/Research  30 
Coastal  Physician  Group  204 
Coca-Cola  (KG)  66, 82 
Columbia/HCA  Healthcare 
(COL)  204 

Columbia  Pictures  (SNE)  42 
Computervision  190 
Conseco  (CNC)  82 
Continental  Cablevision  40, 
61 

Continental  Insurance 
(LTR)  44 

Coopers  &  Lybrand  190 
Corex  Technologies  19 
Cox  Communications 
(COX)  40 

CrabbeHuson  214 
Cummins  Engine  (CUM)  184 
CVS  (CVS)  79 


Baltimore  Orioles  211 
BankAmerica  (BAG)  44, 194 
BankBoston  (BKB)  190 
Bank  of  New  York  48 
Barclays  (BGS)  52 
Baring  Asset  Management  48 
Barnett  Banks  (BBI)  214 
Battery  Ventures  216 
Bauman  186 

Bear  Stearns  (BSC)  66, 204 
Bell  Atlantic  (BEL)  61,216 
BellSouth  (BLS)  44 
Bernstein  (Sanford  C.)  66 
Bethlehem  Steel  (BS)  14 
Blockbuster  Entertainment  14 
Boatmen's  Bancshares 

(BOAT)  82 
Boeing  (BA)  36. 90 
Bristol-Myers  Squibb 

(BMY)  44 

British  Airways  (BAB)  57 
Brunswick  Brokerage  48 
BT  Investment  Small  Cap 
Fund  214 
BZW  52 


Daiwa  Bank  54 
Dean  Witter  Reynolds 

(DWD)  26.  50 
Dell  Computer  (DELL)  79 
DeirOro  Group  216 
Deutsche  Bank  52 
Digital  Equipment  (DEC)  79 
Dillon  Read  216 
DiPrimo  (Roddy)  186 
DirecTV  40 
Donaldson  Lutkin  & 

Jenrette  8,48 
Dorsey  &  Whitney  6 
Dreyfus  214 

Dun  &  Bradstreet  (DNB)  26 


First  Union  (FTU)  214 
Fleet  Financial  (FLT)  30 
Ford  (F)  66 

Forrester  Research  200 


Gabelli  61,90 
Gandalf  Technologies 

(GNDF)  216 
GE  Capital  178 
General  Electnc  (GE)  44, 79, 

82, 90,178 

General  Instrument  (GIG)  61 
General  Magic  200 
General  Motors  (GM)  79,178 
George  Soros  Capital  200 
Gillette  (G)  79 
Golden  West  Financial 

(GDW)  194 
golf.com  61 
Good  Guys  200 
Great  Western  Financial 

(GWn  192, 194 
Greenwich  Air  Services 

(GASI)  44 
Gruntal  194 
GTE (GTE)  216 

H 


Laboratory  Corp.  of 
Amenca  172 
Upper  Analytical 
Services  214 
Lockheed  Martin  (LMT)  79 
Loeb  Associates  32 
Loews  (LTR)  79 
Lucent  Technologies  (LU)  79 
Lufthansa  14 
Lukoil  48, 50 

M 


Office  Depot  (ODP)  32 
OfficeMax  (OMX)  32 
Olympic  Financial  30 
Oracle  (ORCL)  200 


HBO  (TVW)  61 
Health  Net  204 
HealthSouth  (HRC)  82, 85, 
204 

Heinz  (H.J.)  (HNZ)  44 
Hershey  Foods  (HSY)  90 
Hewlett-Packard  (HWP)  79 
HFS(HFS)  79 
Home  Depot  (HD)  30 
HSBC  52 


Cabletron  Systems  (CS)  216 
Callan  Associates  82 
Campbell  Soup  (CPB)  200, 
90 

Caremark  International  204 
Carmike  Cinemas  (CKE)  42 
Cascade  Communications 
(CSCC)  216 

Caspian  Consulting  186 
Catapult  Entertainment  200 
Centennial  Technologies 
(CTN)  190 


Echo  Bay  Mines  (ECO)  79 
EchoStar  (NWS)  40 
8X8  202 
EMC  85 

Employers  Reassurance 
(GE)  178 
Endesa  48 

Entertainment  Data  42 
Equitable  Life  8 
Ethan  Allen  Interiors  (ETH)  30 
Evergreen  Growth  & 
Investment  Fund  214 
Excite  (XCiT)  44 


Falcon  Trading  186 
Federal  Express  (FDX)  44 
FGIC  178 

Fidelity  Investments  214 
FireFly  Network  19 
First  Chicago  NBD  (FCN)  30 
First  Interstate  Bancorp  192 


Janus  214 

Jayhawk  Acceptance  30 
John  Hancock  Funds  192 
Johnson  &  Higgins  44 
Johnson  &  Johnson  (JNJ)  79 
Jones  Intercable  (JOIN)  61 
Jupiter  Communications  44 
Just  Kid  8 


Kagan  (Paul)  61 
Kaiser  204 

Kansas  City  Royals  211 
KeyCorp  214 
Kirkland  &  Ellis  32 
KLM  (KLM)  57 
Kmart  (KM)  32 


IBM  (IBM)  44 

IDS  New  Dimensions  Fund  90 
Illinois  Tool  Works  (ITW)  79, 
85 

Inkombank  48 
InPhyNet  Medical 
Management  (IMM)  204 
Intel  (INTO  79, 85 
International  Data  200 
Irkutskenergo  48 
in  Industries  (UN)  79 


Mackey-Baker  26 
Maraval  &  Associates  186 
Marsh  &  McLennan 

(MMC)  44 
MasterCard  44 
May  Department  Stores 

(MA)  32 
MBNA(KRB)  79 
McDonnell  Douglas  (MD)  36 
McGraw-Hill  (MHP)  10,223, 

79 

McKenna  &  Cuneo  172 
MedCath  204 
MedPartners  204 
Medtronic  (MDT)  34 
Mellon  (MEL)  82 
Menatep  48 
Mercer  Management 
Consulting  79 
Merck  (MRK)  44, 79, 90 
Mercury  Finance  30 
Mernll  Lynch  (MER)  30 
Mesa  Aidines  (MESA)  36 
MGM/UA  42 
Microcom  216 
Microgratx  19 

Microsoft  (MSFT)  40, 44, 79, 
200 

Milwaukee  Brewers  211 
Minnesota  Twins  211 
Mitsubishi  200 
MMS  international  (MHP)  223 
Money  Minds  214 
Montgomery  Securities  192 
Morgan  (J.P.)  (JPM)  216 
Morningstar  214 
Motorola  (MOT)  85 

N 


Pacificare  Health 

Systems  204 
PaineWebber  (PWJ)  36 
Paradyne  (T)  216 
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vestment  Figures  of  the  Week 
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804.26 


k  change 


1  -week  change 
+0.3% 


ENTARY 

9  a  45-point  pullback  on 
2,  the  Dow  Jones  indus- 
)Osted  an  impressive  gain 
J  week.  Big  stocks  con- 
to  dominate  the  action. 
3  year  so  far,  the  Stan- 
i  Poor's  500-stock  index, 
id  measure  of  large-cap 
nance,  has  risen  8.6%, 
he  s&p  SmallCap  60C  has 
;ed  to  eke  out  only  a  1% 
Gold  stocks  have  been 
ig  investor  interest  as 
rs  in  that  sector  seem 
The  best-performing  mu- 
nds  over  the  past  month, 
Dwn  on  this  page,  have 
he  gold  funds. 


REST  RATES  ? 


\SURY  BOND  INDEX 

Sept.    Mar.  Mar  6-12 


;  1480 

f  1465.88 
:  1455 


h  change 


1 -week  change 
-0.6% 


U.S.  MARKETS 


Latest 


%  change 
Week  Year 


Dow  Jones  Industrials 

7039.4 

1.3 

26.1 

NACnAfl  Pnmhinori  rnmnncito 
nHoUHU  LUIIIUIIICU  uUIII|JUoll6 

1  1 

1  OUH.  1 

-2.0 

21.5 

S&PMidCap  400 

266.0 

0.2 

18.2 

Ootr  OlllallUa|J  QUU 

146  9 

0.5 

19.3 

S&P  SuperComposite  1500 

172.3 

0.3 

25.1 

SECTORS 

Latest 

%  change 
Week  Year 

BloombBTg  Information  Ago 

237.0 

-2.8 

21.5 

ootr  rilldllbidlo 

95  2 

1.4 

49.3 

S&P  utilities 

194.2 

-1.7 

3.6 

PSE  Technology 

256.4 

-2.4 

26.8 

FOREIGN  MARKETS 

Latest 

%  change 
Week  Year 

London  (FT-SE  100) 

4422.5 

1.4 

21.5 

Frankfurt  (DAX) 

3415.4 

1.5 

40.2 

Tokyo  (NIKKEI  225) 

18183.3 

-0.5 

-8.9 

Hong  Kong  (Hang  Seng) 

13119.1 

-2.2 

23.7 

Toronto (TSE  300) 

8257.2 

0.9 

28.8 

Mexico  City  (IPC) 

3758.1 

-0.1 

33.3 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1.81  % 

1.85% 

2.19% 

S&P  500  P/E  Ratio  (Last  12  mos.) 

21.4 

21.0 

18.6 

S&P  500  P/E  Ratio  (Next  12  mos.)*  17.1 

16.6 

NA 

First  Call  Earnings  Revision* 

-0.93% 

-1.69% 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

712.0 

708.7 

Positive 

Stocks  above  200-day  average 

72.0% 

70.0% 

Negative 

Options:  Put/call  ratio 

0.62 

0.63 

Neutral 

Insiders:  Vickers  Sell/buy  ratio 

1.78 

1.85 

Positive 

Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 


BEST-PERFORMING 
GROUPS 


Last 
month  % 


Last  12 
months  % 


Savings  &  Loans  16.2 

HMOs  15.0 

Genl.  Merchandise  Chains  12.7 

Tobacco  12.2 

Aluminum  10.2 


Semiconductors 
Oil  &  Gas  Drilling 
Savings  &  Loans 
Shoes 

Invest.  Banking/Brkrge. 


89.0 
80.7 
73.9 
70.6 
62.5 


WORST-PERFORMING  Last 


GROUPS 


month  % 


Last  12 
months  % 


Engineering  &  Constr. 
Communications  Equip. 
Defense  Electronics 
Shoes 

Long-Dist.  Telecomm. 


-10.7 
-8.7 
-8.3 
-6.0 
-5.9 


P^achine  Tools 
Broadcasting 
Trucking 
Gold  Mining 
Steel 


-24.4 
-15.7 
-15.4 
-15.2 
-13.9 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

General  Electric 

105V8 

Applied  Materials 

51^8 

-V2 

Exxon 

102^4 

-V4 

Bell  Atlantic 

67  Vs 

-4 

Merck 

93 '/8 

-2 

Motorola 

57 '/8 

-5'/8 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength  ■ 

Price 

1-month 
change 

U.S.  Robotics 

59 '/2 

=/8 

Amgen 

61  Va 

5=!'4 

Dell  Computer 

71^/8 

4 '^16 

Unilever  NV 

189^/4 

11  ^'8 

Travelers  Group 

56  Vs 

5/8 

Pfizer 

95^8 

2 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


)omberg  Financial  Markets 


MONEY  MARKET  FUNDS 

4.95 

4.96 

4.87 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds. 

90-DAY  TREASURY  BILLS 

5.19 

5.21 

5.09 

assuming  a  31%  federal  tax  rate. 

10-yr.  bond 

30-yr.  bond 

6-MONTH  BANK  CDS 

5.03 

5.00 

4.73 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.67 

5.71 

5.41 

GENERAL  OBLIGATIONS 

4.89% 

4.87% 

5.49% 

5.47% 

10-YEAR  TREASURY  NOTES 

6.61 

6.60 

6.36 

PERCENT  OF  TREASURIES 

74.03 

74.13 

79.79 

80.14 

30-YEAR  TREASURY  BONDS 

6.88 

6.85 

6.66 

TAXABLE  EQUIVALENT 

7.09 

7.06 

7.98 

7.93 

LONG-TERM  AA  INDUSTRIALS 

7.38 

7.30 

7.22 

INSURED  REVENUE  BONDS 

5.00 

4.97 

5.72 

5.69 

LONG-TERM  BB6  INDUSTRIALS  7.71 

7.64 

7.64 

PERCENT  OF  TREASURIES 

75.70 

75.68 

83.13 

83.37 

LONG-TERM  AA  TELEPHONES 

7.55 

7.52 

7.58 

TAXABLE  EQUIVALENT 

7.25 

7.20 

8.29 

8.25 

AL  FUNDS 


i  U  S  Diversified  «■  All  Equity 

1         52-week  total  return 

  36 


5 


 30 


EQUITY  FUNDS 
Leaders 

Four-week  total  return 


Pioneer  Gold  B 
Capplello-Rush  Gold 
Midas 

United  Svcs.  World  Gold 
Monitrend  Gold 

Leaders 

52-week  total  return 


Laggards 
%   Four-week  total  return  % 


12.4  Amerlndo  Technology  D  -14.0 

12.1  Calvert  Strat.  Grovrth  C  -13.2 

1 1 .4  Van  Wagoner  Post-Venture  -9.3 

11.4  Matthews  Korea  -8.8 

1 1 .0  Van  Wagoner  Emerging  Gr.  -8.6 

Laggards 

%  52-week  total  return  % 


rningstar,  Inc. 


Vontobel  Eastern  Europ.  Eq. 
State  St.  Res.  Glob.  Res.  A 
Morgan  Stan.  Inst.  Lat.  Am.  A 
Morgan  Stan.  Lat.  Am.  A 
Interactive  Inv.  Tech  Value 


68.9  Steadman  Technology  Grth.  -36.5 

65.0  United  Svcs.  Gold  Shares  -34.2 

63.7  DFA  Japanese  Small  Co.  -32.3 

62.4  Fidelity  lapan  Small  Co.  -31.4 

56.0  Matthews  Korea  -30.9 


EQUITY  FUND  CATEGORIES 
Leaders 

Four-week  total  return  % 


Precious  Metals 
Financial 
Latin  America 
Real  Estate 
Unaligned 

Leaders 

S2-week  total  return 


Financial 
Latin  America 
Real  Estate 
Europe 

Natural  Resources 


Laggards 

Four-week  total  return  % 


9.3  Technology 

5.2  Small-cap  Growth 

4.4  Japan 

3.5  Pacific  ex-Japan 
3.2  Communications 


Laggards 

52-week  total  return 


42.3  Japan 

41.6  Precious  Metals 

37.7  Diversified  Pacific 
26.7  Communications 
25.2  Small-cap  Growth 


-2.1 
-1.8 
-0.4 
-0.4 
-0.3 

% 


-14.8 
-6.7 
3.3 
8.2 
8.8 


as  of  market  close  Wednesday,  Mar.  12.  1997,  unless  otfierwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  Mar.  1 1.  For  a  more  detailed  explanation,  write 
Jde  S&P  500  companies  only.  Fundamentals,  technical  indicators,  Bloomberg  mon-     to  us  or  E-mail  figures@businessweek,com  NA=Not  available  **Vanguard  Index  500  Fund 
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Editorials 


DON'T  BLOW  THIS 
CHANCE,  WASHINGTON 

Wlii'ii  the  histoiy  of  the  105th  Congi-ess  is  wTitten,  it  will 
likely  I'ecord  that  an  ambitious  (jnetime  actor,  Senator 
Fred  Thompson  (R-Tenn.),  and  a  small  gi-oup  of  moderate  gop 
s(  nators  preserved  the  integrity  of  their  party  and  the  insti- 
tution in  which  they  serve.  But  just  bai'ely,  and  just  before  the 
public's  contempt  for  the  money-politics  scandal  engulfing 
Washington  turned  to  complete  revulsion — and  perhaps  a  dan- 
gerous backlash.  Under  heavy  pressure  from  the  moderates, 
Senate  Majority  Leader  Trent  Lott  (R-Miss.),  revereed  position. 
He  will  now  allow  Thompson  to  conduct  a  broad  probe  of 
both  illegal  and  improper  campaign  fund-raising  practices,  in- 
cluding "soft"  money  contributions.  This  provides  a  final  op- 
portunity for  politicians  to  redeem  themselves  in  the  eyes  of  the 
people.  Both  Democrats  and  Republicans  should  take  it. 

But  exposing  wrongdoing  must  be  followed  by  serious  re- 
form. What  is  most  egregious  about  the  current  campaign- 
finance  system  is  not  what  is  illegal,  but  rather  what  is  legal. 
The  ability  to  raise  imlimited  amounts  of  money  from  parties 
with  paiticulai"  agendas — ostensibly  for  party-building  activities 
but  mostly  for  supporting  candidates — has  turned  the  White 
House  and  Congress  into  a  favor-seUing  bazaar.  Access  is  the 
key  resoui'ce  to  be  sold — access  to  the  President,  to  Democra- 
tic and  Republican  party  leaders,  and  to  top  committee  chair- 
men in  the  House  and  Senate  who  wiite  the  laws  and  regaila- 
tions  governing  America.  Monied  interests  trump  votei-s  in 
tills  game.  And  both  legislators  and  Presidents  must  spend 
much  of  their  day  cunying  favor  with  possible  contributors  in- 
stead of  attending  to  the  nation's  business. 

This  has  got  to  stop  once  and  for  all.  Polls  show  that  the 
public  holds  both  Republicans  and  Democrats  responsible  for 
playing  this  coiTupting  campaign-finance  game.  Thompson's 
investigation  is  bound  to  confinn  this  view.  Tlie  excesses  of  the 
1996  election  ai-e  the  best  opportunity  to  clean  up  the  electoral 
system — and  bring  back  voters  who  have  inci'easingly  boy- 
cotted it.  The  first  step  is  a  full  and  fair  hearing  of  what  hap- 
pened in  the  j^ast  election.  The  next  step  must  be  action  and 
campaign-finance  reform. 

THE  FTC'S  AIM 

WAS  TRUE  THIS  TIME 

The  Federal  Ti-ade  Commission's  siuprise  decision  to  block 
Staples  Inc.'s  .$4.4  billion  acquisition  of  Office  Depot  Inc.  is 
part  of  a  strategy  designed  to  keep  the  new  superstore  retail 
market  competitive.  The  ftc  had  been  tiying  to  modify  the 
deal  so  that  Staples  sold  off  stores  in  markets  it  would  mo- 
nopolize after  accjuiring  Office  Depot  to  rival  OfficeMax.  Odds 
are  the  ftc  decision,  in  the  end,  will  produce  just  such  a  deal. 
Tlie  FTC'  ti-aditionaOy  viewed  retailing  broadly,  as  an  ultracom- 


petitive  business  with  many  small  and  large  stores,  where 
vy  shoppers  foi-sook  brand  or  store  loyalty  for  the  best  barj 
It  was  therefore  reluctant  to  take  action  against  any  mer 

But  the  FTC  ai'gued  that  customers  don't  view  other  kinc 
stores — such  as  local  stationers,  mail  order,  or  even  genera 
perstores  such  as'  Wal-Mart; — as  substitutes  for  Staples  ancj 
fice  Depot.  Its  analysis  shows  that  when  local  Staples  st- 
raise  prices,  customers  drive  to  competing  office-supply 
perstores — either  Office  Depot  or  Office  Max — and  not  othei 
tematives.  The  result,  says  the  ftc:  Prices  at  Staples  ai-e 
er  in  markets  where  Office  Depot  and  OfficeMax  C(jm 
with  them  and  higher  where  they  don't. 

Ninety-nine  percent  of  all  proposed  mergers  go  thn 
without  a  hitch  in  the  U.  S.  When  there  are  problems,  as  ir 
recent  Ciba-Geigy  and  Sandoz  deal  or  the  Baxter  Intt 
tional  and  Immuno  International  agi'eement,  the  ftc  has  { 
to  modify  them  to  preserve  market  competition.  This  is 
proper  role  for  the  regulatory  agency  to  play.  The  ftc  ca 
a  watchdog  without  being  an  obstacle. 

RELEARNING 
HOW  TO  GROW 

Six  yeai-s  into  the  economic  exiDansion,  Corporate  Amer 
still  tiu-ning  out  an  excellent  performance.  The  old  scoi 
of  an  aging  business  cycle — inventoiy  accumulation,  wag 
flation,  and  balance-sheet  weakness — are  nowhere  to  be 
Profits  are  healthy.  Revenues  are  up.  And  most  shareho  ■■ 
are  happy.  The  globalization  of  markets  and  the  Inform " 
Revolution  can  take  plenty  of  credit  for  the  healthy  ecor 
But  corporations,  and  the  people  who  run  them,  should  t; 
bow  as  well.  They  chose  gi'owth  as  a  dominating  stratej 
tills  expansion.  After  years  of  playing  defense  by  downd 
and  restiTictuiing,  corporations  have  tm-ned  to  offense  tj 
pand  in  the  global  arena. 

Companies  are  choosing  a  variety  of  tactics  to  grow 
many,  innovation  and  product  development  are  the  pat 
top-line  revenue  and  earnings  growth.  Other  companie 
shifting  to  extreme  decentralization  to  generate  entr 
neiuialism  in  their  ranks.  Others  still  are  spending  heavi 
research  and  development. 

Many  CEOs  are  bulking  up  their  companies  through  ac 
tions.  Instead  of  the  financially  driven  mergers  of  the 
these  deals  focus  on  expanding  core  competencies  and 
nesses,  boosting  mai'ket  share  to  No.  1  or  2,  and  exte 
brand-name  sales  ai'ound  the  world.  They  make  business  i 
To  match  this  new  reality,  business  week  is  launching  i 
ranking  hsting  corjiorations  by  their  performance.  Using  f 
measures,  the  magazine  gi'ades  the  entu'e  Standard  &  I '/ 
500-stock  index  universe  and  chooses  the  top  50  Best 
formers  (page  79). 

The  companies  that  made  it  into  the  winners'  circl 
tnily  exceptional.  They  accomplish  superior  results  in  one 
sti'ongest  periods  ever  for  coiporate  earnings.  There  is  mi 
learn  from  their  strategies  and  their  managements.  1 
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A  rare  find  only  happens  every 
now  and  then. 


We'd  like  to  emphasize  the  now  part. 


lifiiii 


often  does  a  car  come  along  that  includes  a  power  moon  roof  an  AM/FAI  stereo  with  CD  player 
wheels,  power  windows  and  door  locks,  cruise  control  wood-grain-style  trim,  leather- 
ped  steering  wheel  security  system  with  remote  entry,  automatic  transmission  and  air 
'tioning,  all  at  the  equally  uncommon  price  of  $20,195 f  Well,  "'rarely  does  come  to  mind. 


xcluding  tax.  license,  registration  ami  options,  Deaicr  [irices  may  \arv.  <^  I'^^h  American  Honda  Motor  ( io,.  Inc. 


1-S()()-3.VH()NDA,  ext.  976  and  u  u  u.hoiula.Lom 
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A  PUBLICATION  OF  THE  McGRAW-HILL  COMPANIES 


It  used  to  be  housing 
and  autos.  But  the 
economic  expansion 
ofthe  1990s  has 
been  fueled  by  the 
strong  growth  of 
the  information 
technology  industry. 


Ill Mil 
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The  peace  sign.  The  happy  face.  The  four-leaf  clover.  ' 

Glimpse  at  them  for  a  split  second,  and  you  know 
exactly  what  they  mean.  Because  right  behind  every 
powerful  icon  lies  a  powerful  idea. 

A  little  over  a  century  ago,  we  set  out  with  what  - 
we  considered  to  be  some  pretty  powerful  ideas: 

Build  cars  to  be  fast.  (We  set  land  speed  records   r ; 
that  would  last  for  half  a  century.)  ,  >      '     - ;  . 

Safe.  (Developments  in  crumple  zones,  antilock  brakes, 
and  restraint  systems  have  helped  make  all  cars  safer.) 

Innovative.  (The  pioneering  spirit  that  drove  Karl  Benz 
to  patent  the  first  three-wheel  motor  carriage  still 
guides  everything  we  do  today.) 

And,  just  as  important,  beautiful.  (Museums 
throughout  the  world  have  placed  our  cars  in  thei'r 
permanent  collections.) 

Our  symbol  has  stood  for  all  of  these  things  for  . 
over  a  hundred  years.  ...  •  .  ■ 

■:' ,    We  look  forward  to  the  next.  ,   '         ;  -  v  .-. 


After  leading 


the  industry 


in  portables 


for  years,  we've 


set  our  sights 


on  something 


bigger. 
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tradaiiailB  of  IiMi  Qsporaboii  •  Secure  Sleep  is  iw 


Introducing  the  Toshiba  Equium? 


We  know  you  have  high  expectations.  So  when 


you  asked  for  a  new  line  of  busmess  systems,  we  put 


the  same  ingenuity  quality  and  design  you  Ve  come  to  expect 


from  our  portables  into  our  new  Equium  line.  With  our  history  of 


technical  excellence,  you  can  be  sure  they  are  powerful  and  reliable 


computers.  Offenng  you  proven  quality  and  delivering 


the  nght  tools  to  help  you  mamtam  a  competitive  edge. 


PENTIUM  PRO 

PROCESSOR 


The  Equium  line  incorporates  features  that  increase  productivity  and 
manageability  Like  the  latest  Intel  processors,  system  monitonng  software 
and  robust  secunty  And  vwt/i  Toshiba 's  sleep  button,  with  Secure  Sleep™  and 
Instant  On  features,  you'll  save  time  and  money 
There's  even  room  for  growth,  provided  by  enough 


system  memory  and  hard  disk  capacity  to  handle  your  future  application 


features.  Relationships  are  a  key  component  to  our  success  Workmg 


with  strategic  partners  and  most  importantly  keeping  an  open 


dialogue  with  you  to  create  solutions  together  To  hnng  you  the 
best  products  possible  like  our  new  Equium  line  of  computers 
Find  out  more  about  it  Call  1-800^57-7777  or  look  us  up 
on  the  Web  at  http://equium  toshiba.com 

In  Touch  with  Tomorrow 

TOSHIBA 


^  PRODUCTIVITY  aOVflSfTSGES 
Designed  to  enhance  pioduclmtY  with  Intel 
Pentium'  Pro  processor,  Windows  NTn., 
Instant  On  and  Secure  Sleep  features 
Saving  you  time,  energy  and  money 

DM1  2  0  support  and  Intel  LANDesk*  client 
manager  software  allow  easy  system  management 
to  lower  your  total  cost  of  owning  a  computer. 

yOlR  INVESTMENT 

A  nch  feature  set  offers  performance  and 
value  today  and  in  the  future  with  10/100 
Ethernet,  USB  ports  and  enough  system 
memory  and  hard  disk  capacity  to  handle 
future  application  needs 

•  TT  Mm  KOMHlim 
You  can  rely  on  Toshiba,  the  world  leader  m 
portable  technology,  to  bnng  you  the  same 
quality  and  ingenuity  in  our  new  Equium  Ime. 
Equium  6200M 
:200MHz  Pentium  Pro 


Dual  processor  support 


"^in  npA\/i 


4  5billiOiibvlei=424GB) 
ultra-wide  SCSI  hard  dnve 


■■;2X  IDE  CD-ROM 


Pa/ATI3DRAGE  '  n+ 
video  controller 


i\'B  SGRAM  video  memory, 
1  expandable  to  4  MB 

Sound  Blaster*'  Pio  compatible 

•3  pa.  1  PCI/ISA  (shared) 
expansion  slots 

4  external/  2  intemal  dnve  bays 
;2  USB,  lsenal.l  parallel  ports 


Integrated  Intel  EtherExpress'' 
Pro/IOOB  10/ 100Mbps  Ethernet* 


needs.  But  there's  more  to  building  a  better  computer  than  just  great  :2oawatt  power  supply 


Sleep  button  with  Instant  On 
and  Secure  Sleep* 


:  Microsoft*  Windows  NT  Woikstanon 
Intel  LANDesk  Client  Manager  : 


:DMI20 


Secunty  features  chassis  intnision 
alert  and  key  lock  port 


•  3-year  touted  warranty, 
;  with  one  year  on  site 

Deal<toi>?^nibandoiriei 
ronfiyinaQonsaisn^vaiWjle  ^ 
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EDITED  BY  LARRY  LIGHT 
SILICON  SAGAS 

GATES:  A  NEW 
BEST  FRIEND? 

HEWLETT-PACKARD  MAY 

be  elbowing  aside  Digital 
Equipment  Corp.  to  be 
Bill  Gates'  best  net- 
working buddy.  At  stake 
is  the  lead  role  in  making 
Microsoft's  Windows  nt 
software  the  favorite  for 
backoffice  operations.  In 
1995,  Digital  ceo  Robert 
Palmer  got  the  inside  track 
via  a  deal  to  install  and  ser- 
vice NT  software  for  corpo- 
rations. For  DEC  (and  now 
for  HP),  the  service  deal 
allows  entree  for  follow-on 
hardware  sales.  Up  to  $5 
billion  of  dec's  yearly  sale.s — 
one-third  of  revenue — is 
from  Microsoft  work. 

HP  announced  on  Mar.  19 
a  wide-ranging  pact  with 
Gates  that  some  analysts  say 
overshadows  Microsoft's  vdth 
Digital.  As  well  as  installing 
and  servicing  NT  software,  m\ 
for  instance,  will  help  Mi- 
crosoft adapt  hp's  OpenView 
network  management  soft- 
ware to  run  with  NT.  To 
Mark  Specker,  a  Soundview 
Financial  analyst.  Digital  hint 
itself  vdth  Microsoft  by  push- 
ing its  Alpha  chip  when  cus- 
tomers preferred  Intel-based 
machines  for  NT. 


TALK  SHOW  UJt  is  nasty  and  brutish  without  being  short. 

— Anthony  Lake  on  the  Senate  confirmation  process,  after 
giving  up  his  quest  to  he  CIA  chief 


BALLPARK  FIGURES 


A  SUBWAY  SERIES  IN  EVERY  TOWN 


GOOD  OLD  DAYS  ivith  Palme 


Although  HP  execs  are 
crowing,  Digital  Veep  Robert 
Bismuth  says  the  Microsoft 
deal  isn't  as  far-reaching  as 
it  seems.  Digital,  he  says,  will 
keep  its  lead  because  of  the 
"stellar  job"  it  does  for  Mi- 
crosoft. At  the  HP  news  con- 
ference, Gates  called  the  HP 
link  "a  broader  relationship" 
than  Microsoft  has  ever  had 
before,  but  he  deferred  any 
comment  on  Digital.  Paid 
Judge  and  Peter  Biurows 


MA.JOR    LEAGUE  BASEBALL 

may  be  emerging  from  its 
slump.  After  two  poor  years, 
ticket  sales  are  projected  to 
rise  by  8.8%  in  1997,  to  65 
million,  based  on  early 
returns  from  the  28  teams. 
That's  still  less  than  the  70 
million  sold  in  1998,  the  last 
full  season  before  the  eight- 
month  players'  strike.  But 
analysts  say  the  labor  pact 
signed  last  fall,  virtually 
guaranteeing  an  uninter- 
rupted season,  is  appar- 
ently bringing  fans  back. 

Another  key  factor  is  in- 
terleagne  play,  a  big  market- 
ing coup.  For  the  fii"st  time, 
American  League  clubs  will 
face  National  League  teams 
during  the  regular  season. 
This  allows  for  regional  rival- 
ries that  only  a  World  Series 
could  previously  accommo- 
date. Example:  the  Los  An- 


geles Dodgers  vs.  the  Ana- 
heim Angels.  In  nearly  every 
big-league  city,  interleague 
games  ai'e  selling  much  faster 
than  others.  The  Pittsburgh 
Pirates,  for  example,  have 
sold  nearly  100,000 
tickets  al- 
ready for 
a  three- 
game  Sep- 
tember se- 
ries at  home 
against  the 
Cleveland 
Indians  — 
twice  the 
usual  atten- 
dance level. 

David 
.  Leonhardt 


A  HIT 

with  fans 
again 


LITIGATION  NATION 

TOBACCO'S  NEW 
(DEAD) POSTER  BOY 

ADD   THE    "DEN(;  DEFENSE" 

to  the  tobacco  industry's 
arsenal  of  arguments  against 
an  onslaught  of  lawsuits.  Big 
Tobacco  recently  unveiled 
the  defense  during  a  pretrial 
session  in  a  Florida  case. 


The  gist:  Smoking  can't  be  so 
bad  if  such  lifelong  smokers 
as  Deng  Xiaoping  can 
live  so  long.  The  vast 
majority  of  smokers 
escape  harm,  the 
industry  says. 

In  the  Miami  ses- 
sion, tobacco  lawyer 
Theodore  Grossman  pro 
duced  a  photograph  of  the 
elderly  Deng  holding  a  lit 


THE  LIST  OSCAR  HAS  NO  RESPECT  FOR  MONEY 


Hollywood  lately 
has  leaned  toward 
nominating  small 
films  for  Best  Pic- 
ture. For  1996, 
three  of  the  five 
nominees  each 
made  $30  million 
or  less.  They 
earned  less  than 
any  group  of  Best 
Pic  nominees 
since  1984,  when  Exhibitor  Relations  began 
keeping  ticket  stats.  In  the  '90s,  the  only  top 
earner  to  win  the  Oscar  was  Forrest  Gump. 


BEST  PICTURE  NOMINEES 
AND  THEIR  BOX  OFFICE 

YEAR     TOP  GROSSING  NOMINEE*   ALL  5  NOMINEES 

1990     $216  GHOST  $499 


TOM  CRUISE  o.s  Jerrg 


1991 

119  BEAUTY  AND  THE  BEAST 

430 

1992 

131  A  FEW  GOOD  MEN 

316 

1993 

184  THE  FUGITIVE 

307 

1994 

309  FORREST  GUMP 

502 

1995 

172  APOLLO  13 

352 

1996 

141  JERRY  MAGUIRE 

266 

Ticket  revenue,  one  week  before  Academy  Awards. 

*ln  millions  of  dollars                  data  exhibitor  relations  co 

Panda  cigarette.  He 
painstakingly  quizzed  Dr.  Al- 
lan Feingold,  an  expert 
witness  for  the  anti- 
tobacco  forces,  on 

DENG:  Long-lived 

how  Deng  could  make 
it  to  92.  Feingold 
replied  he  knew  little  about 
Deng's  actual  smoking  or 
how  he  died.  Beijing  says 
Deng  died  on  Feb.  19  of 
Parkinson's  disease  and  re- 
lated complications — with  no 
mention  of  lung  cancer  or 
heart  problems,  both  com- 
monly linked  to  cigarettes. 

The  lawyer  also  pointed  to 
Nobel  laureate  Howard 
Temin,  a  nonsmoker  who  died 
at  59  of  lung  cancer  even 
though  he  would  leave  a 
room  if  someone  smoked. 
Nomood  Wilner,  an  antiweed 
attorney,  doubts  that  the 
Deng  tactic  will  succeed.  Un- 
like the  venerable  leader,  he 
says,  "many  of  our  clients 
died  early."    David  Greising- 
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cert  is  a  mark  of  Concert  Communications  Company.  BT  is  a  registered  trademark  of  Britisfi  Telecommunications,  pic.  MCI  is  a  registered  service  mark  of  MC\  Communications  Corporation. 


GLOBAL  VILLAGE 

A  phrase  said  to  be  the  invention  of         Such  as  capital  and  a  network  big  The  promise  ofthe  creation  of  Concert 

Marshall  McLuhan  back  in  the  60s.  A     enough  to  bring  all  the  existing  villages  pic,  from  the  union  of  MCI  and  BT  is 

concept  looking  for  an  implementor.         together.  Such  as  the  vision  to  have  invested  nothing  less  than  the  first  cpmmunica- 

A  notioathat  needed  vision,  of  course,     early  in  the  Internet.  Such  as  the  commit-  tions  company  for  the  world.  And  the 

but  also  some  down-to-earth  things     ment  to  embrace  competition  and  break  official  gate-opening  of  a  village  the  size 

apparent  even  to  the  nearsighted.              up  monopolies  local  and  global.  of  a  planet. 


Up  Front 


AFTERLIVES 


A  QUIET  PHILANTHROPIST  MAKES  A  SPLASH 


SHY:  Chambers  iv.  the  1980s 
REMEMBER  RAY  CHAMBERS? 

Back  in  the  early  1980s,  he 
made  a  fortune  with  former 
Treasury  Secretary  William 
Simon  in  the  lbo  biz.  Now, 
he's  Mr.  Volunteerism.  Cham- 
bers, 54,  is  the  sparkplug  for 
the  Presidents'  Summit  for 
America's  Future,  an  Apr  27- 
29  conclave  in  Philadelphia 
that  will  push  volunteerism 
to  help  young  people. 

The  spotlight-shy  Cham- 
bers, who  says  he  has  no  title 
in  the  event,  enlisted  Colin 


Powell  to  chaii'  it.  Bill  Clinton 
and  two  ex-Presidents  are  to 
attend.  The  summit  has  at- 
tracted donations  of  goods 
and  services  from  80  non- 
profits and  companies — such 
as  LensCrafters,  which  is  giv- 
ing vision  care  to  1  million  of 
the  needy.  Chambers  down- 
plays his  heavy  involvement 
organizing  the  event,  saying 
the  summit  actually  was  the 
idea  of  a  friend,  the  late 
Michigan  Governor  George 
Romney.  After  the  summit. 
Chambers  will  stay  involved 
with  the  organization  that 
will  oversee  the  donations. 

Since  he  and  Simon  split 
10  years  ago.  Chambers  has 
been  a  low-key  philan- 
thropist, quietly  helping  pay 
the  college  tabs  for  hundreds 
of  disadvantaged  kids  from 
his  native  Newark,  N.J. 
Chambers'  Points  of  Light 
Foundation,  inspired  by  a 
1988  George  Bush  speech, 
provides  guidance  to  volun- 
teer organizations.  □ 


RANKING  THE  BIG  10  SEARCH  FIRMS 

Flrm_  U.S.  Sales  jmilhons) 

Korn/Ferry  $126 
Heidrick  &  Stjyg&les  ifs 
SpencerStuart  90 

Firm  1995-9G  annual  change_ 

Ward  Howell  43% 

DHR]]]'"']   _36__ 

Lamaije  Amrqp  32 

DATA  HUNT-SCANLON  PUBLISHING  CO. 

STAR  SEARCH 

YEAR  OF 

THE  HEADHUNTER 

THE  STOCK  MARKET  WASN'T 
alone  in  having  a  gi-eat  1996. 
It  was  a  banner  year  for  e.x- 
ecutive-search  fiiTns,  too.  Just 
look  at  the  annual  rankings 
of  the  top  25  executive  re- 


cruiting companies  prepared 
by  Hunt-Scanlon  Publishing. 

Combined  revenues  of 
1996's  10  largest  U.  S.  search 
fiiTns  rose  25%,  to  a  new  high 
of  $599  million.  All  10  report- 
ed double-digit  annual 
growth,  ranging  from  43% 
(No.  8-ranked  Ward  Howell) 
to  13%  (No.  4,  Pvussell 
Reynolds). 

What's  behind  the  indus- 
try's spurt?  Following  the 
early- 1990s  restructurings, 
companies  are  hiring  lots  of 
managerial  talent.  And  many 
large,  generalist  firms  have 
created  specialty  practices  to 
compete  in  new  market  nich- 
es. Example:  Heidrick  & 
Struggles  for  information 
technology.  Also,  some  fu-ms 
have  increased  market  share 
by  getting  guarantees  for  a 
certain  amount  of  searches 
annually.  Korn/Ferry  has 
.such  deals  with  Coca-Cola 
and  Viacom.     Lisa  Sanders 


DRAWN  &  QUARTERED 


SPORTS  BIZ 

SKYBOXES 
ON  THE  GREENS 

THERE  ARE  FLUSH  SKYBOXES 

for  football,  baseball,  and  bas- 
ketball. Why  not  for  golf?  So 
oil  man  and  golf  buff  Jack 
Vickers  has  launched  Golf- 
Watch,  which  lets  the 
well-heeled  watch  toui'na- 
ments  close  up  without 
mingling  with  the  rabble. 

For  $1,500,  patrons  get 
to  sit  in  a  half-dozen  pavil- 
ions— with  food,  diink,  and 
TV  monitors— that  fai- 
outdo  18th-hole  coiporate 
tents.  Usually  elevated, 
pavihons  overlook  greens 
and  tees.  Roped-off  lanes  let 
patrons  walk  from  one  hole  to 
the  next  in  private. 

Vickers  calls  the  first 
GolfWatch  event,  at  the  Feb. 
26  Nissan  Open  in  Los  Ange- 


les, a  big  success.  All  1,0( 
places  sold.  The  oth' 
GolfWatch  events  this  yea 
the  Buick  Classic  in  Rye,  N." 
and  the  Sprint  Intemation 
in  Castle  Rock,  Colo.  Vickei 
who  has  an  exclusive  de 
with  the  Professional  Golfei 
Assn.  Toui",  hopes  to  expar 
to  25  events  by  2000. 


GOLFWATCH 


PGA  tournament  head, 
though,  wony  that  it's  elitis 
Says  Cliff  Danley  of  Foi 
Lauderdale's  Honda  Classi 
"We  don't  want  to  alienate  oi 
fans." 


THE  BIG  PICTURE 


TROUBLE  AHEAD  FOR  JUNK? 

With  today's  strong  economy,  junk  bond 
defaults  have  been  on  the  wane.  So  the 
spread  between  the  most  spec-  :^ 
Illative  paper's  median  yield  and 
comparable  Treasuries'  is  the  tight- 
est ever,  2.64  percentage  points. 
But  Moody's  figures  the  economy  ,J 
can't  keep  up  its  current  pace 
and  a  coming  slowdown 
will  spur  —  — 
defaults.^  .  


ONE-YEAR 
DEFAULT  RATE  ON 
COMPANIES  WITH 
B3-RATED  DEBT 


PERCENT 
OF  BONDS  ' 
DEFAULTING 

BY  NUMBER - 
OF  ISSUES 


■9r92'93'94'95'96'97 
A  PERCENT  EST. 

DATA:  MOODY'S  INVESTORS  SERVICE 


FOOTNOTES  Average  middle-management  salaries:  highest,  San  Jose,  Calif.,  $59,800  ;  lowest,  Brownsville,  Tex.,  $40,450 
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or  was  it  the  miles? 


)f  course,  nobody  worships  miles  like  they 
o  heroes.  But  when  you  use  your 
"itibank  A^'Ad vantage""  card,  you'll 
arn  one  AAdvantage  mile  on 
American  Airlines"  for  every  dollar 
ou  spend.'  And  over  12  million 


CmBAN<0 

A^lvantage' 


AAdvantage 


"1128  0Di2  3'+Sb 


CITIBAN<0      locations  gladly  accept  the  Citibank 

AAdvantage  card.  So  you'll  have  plenty 
of  opportunity  to  earn  miles  when 
you  tip  your  cap  to  the  old  greats. 
To  apply,  call  I-800-FLY-4444. 
Never  miss  another  mile. 


"The  maximum  number  of  AAdvantage  miles  you  can  earn  wrth  the  Cftibank  AAdvantage  card  is  60,000  miles  per  calendar  year  (purchases  recorded  on  your  jan-Dec  billing  statements)  American  Airlines  A'Advantage  Platinum'  and  A'Advantage  Gold" 
■nembers  are  excluded  from  this  limt  American  Airlines.  AAdvantage,  AAdvantage  Platinum  and  AAdvantage  Gold  are  registered  trademarks  of  Amencan  Airlines,  Inc.  Amencan  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  regulations, 
travel  awards,  and  special  offers  at  any  time  vrthout  notice,  and  to  end  the  AAdvantage  program  with  six  months  notice.The  Citibank  AAdvantage  canj  is  issued  by  Citibank  (South  Dakota),  N.  A.  ©  1 997  Citibank  (South  Dakota),  N.  A,  Member  FDIC 


Inbox 


Calendar 


Jciurnal 


Tasks 


!lDj^! 


Carrje  Canierpn      NeW  Task 


Gretchen  Almy  ,_, 

Alert;  Because  of  a  NeW  TaSK  Reguest 

Mr,  Zagulaj  the  pre, 
now  be  presenting 


Contacts  i 


Carrie  Cameron  AutoPrevieW 
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Microsoft  Office  97/now/ 

It's  going:  to  be  fGS 

to  staylaisorganized 


'01997  Microsoft  Corporation.  All  rights  reserved 

Microsoft  and  Where  do  you  want  to  go  today?  are  registered  trademarks  and  Outlook  is  a  trademark  of  Microsoft  Corporation. 


Address  Book 


Plan  a  Meeting 


Micmsolt 


10 


am 


jae@wk.com 

kjnnlil@wk.conn 

mattr@wk.conn 


11 


00 


Production  Meeting  (5tli  Floor 
conF) 


^C^'  "where  we  are  headed"  meeting 
(my  office) 


12 


pm 


00 


Lunch  with  client  (TBD) 


Meeting  with  Lori  Newman 


y,  really  hard 

Dme  people  are  inclined  to  neatly  arrange,  file,  cross-reference  and  deploy  strategic  bits  of  information,  like 
hat's-his-name,  the  guy  who  sent  you  the  e-mail  about  the  thing  on  Tuesday. ..or  Wednesday.  Well,  here's 
)od  news  for  the  highly  with-it  and  the  chronically  disorganized  alike:  the  new  Microsoft  Outlook"  97  desktop 
formation  manager.  It's  part  of  new  Microsoft  Office  97,  and  it's  here  to  help  you  get  organized  (or,  as  the 
3se  may  be,  way  more  organized).  Outlook  puts  your  e-mail,  electronic  scheduling,  "to-do"  lists  and  contacts 
one  cozy  interface.  It  helps  you  do  smart  things,  like  preview  the  first  three  lines  of  your  e-mails  to  quickly 
jparate  news  from  junk.  And  you  can  easily  share,  link  and  move  information:  for  instance,  drag  an  e-mail 
ito  the  contacts  icon  and  a  new  contact  file  is  automatically  created  for  you.  Now,  that's  functionality, 
ant  to  know  more?  Block  out  a  little  time  to  visit  our  Web  site. 


Where  do  you  want  to  go  today?"  www.microsoft.com/office/ 


Microsoft 


BusinessWeek 


Readers  Report 


HOPES  AND  HAZARDS 
OF  THE  BIOTECH  CENTURY 

I  would  like  to  add  one  obseivation 
to  your  fine  article  on  "The  Biotech 
Centuiy"  (Special  Report,  Mar.  10).  The 
essential  feature  of  the  biotech  revolu- 
tion is  that  it  is  converting  medicine 
from  an  empirical  guessing  game  into  a 
bona  fide  science.  Every  technical  field 
goes  through  this  transition.  When  it 
does,  advances  occur  at  an  unimagin- 
able pace.  The  critical  moment  comes 
when  a  scientific  area  goes  ft-om  trial- 
and-en"or  to  prediction  based  on  knowl- 
edge of  the  innei'  mechanisms  and  prin- 
ciples at  work.  We  are  now  on  that 
threshold  in  the  medical  field. 

Charles  J.  Bodenstab 
Excelsior,  Minn. 

The  possibility  of  cloning  the  human 
species  raises  gi*ave  concerns.  Will  there 
be  anybody  to  control  or  regulate  the 
outcomes  of  such  research  in  order  to 
avoid  unpredictable  catastrophes?  Or 


BusinessWeek 


BIOTECH 
CENTURY 

WtSM  C]mm^  atiiniiils  isjusl  I  lit'  li('):;inniiiK. 

1Twnk.s!«  ruiwhiim-nlal  aihiinmiii 
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ON  THE  THRESHOLD 

"The  essential  feature 
of  the  biotch  revo- 
lution is  that  it  is 
converting  medicine 
from  an  empirical 
guessing  game  into  a 
bona  fide  science" 


CORRECTIONS  &  CLARIFICATIONS 

In  "Does  this  Galvin  have  the  right  stuff?" 
(People,  Mar.  17),  Motorola  Inc.'s  president 
and  chief  operating  officer  is  misidentified 
in  a  photo  caption.  His  name  is  Robert  L. 
Growney. 

"The  Baldrige's  other  reward"  (Develop- 
ments to  Watch,  Mar.  10)  wrongly  described 
the  source  of  a  study.  It  was  the  National 
Institute  of  Standards  &  Technology. 


many  of  the  horrific  failures  associated 
with  genetic-engineemg  and  cloning,  and 
it  glossed  over  the  complex  ethical  is- 
sues involved  in  tampering  with  life. 

This  "revolution  brewing  in  the  lab" 
has  ab-eady  produced  its  share  of  prob- 
lems. Most  Americans  are  wary  of  ge- 
netically engineered  products  and  cloned 
animals.  There  should  be  an  immediate 
moratorium  on  the  cloning  of  animals — 
including  the  sphcing  of  human  genes 
into  animals — pending  a  full  pubhc  de- 
1^"^™^  bate  on  the  ethical  and  en- 
vironmental consequences 
of  this  new  and  troubling 
technology.  And  there  must 
be  a  complete  ban  on  the 
cloning  of  human  beings. 
Any  other  policy  is  irre- 
sponsible and  potentially 
dangerous. 

Ronnie  Cummins 
National  Director 
Pure  Food  Campaign 
Washington 
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wiW  it  even  be  possible,  considering  our 
e.xperience  trying  to  regulate  nuclear 
proliferation  or  cyberspace?  The  conse- 
quences of  human  cloning  will  certainly 
be  much  worse  than  the  pi'oblems  we 
encounter  with  computer  hacking  or 
virus  infestation.  Our  experience  in  cy- 
berspace should  give  us  an  indication 
of  the  possibilities  and  the  problems  as- 
sociated with  human  cloning. 

Joseph  K.  Chemplavil 
Hampton,  Va. 

BUSINESS  week's  complete  embrace  of 
the  "Biotech  Centiuy"  conveniently  ignoi^ed 
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WHAT'S  RIGHT  AT 

THE  EXPORT-IMPORT  BANK 

"The  Ex-Im  Bank:  Caught  in  the 
swirl  of  Donorgate"  (International  Busi- 
ness, Mar.  10)  contained  inaccuracies 
concerning  the  Export-Import  Bank  and 
its  finances.  Ex-Im's  net  income  is  not, 
as  you  reported,  based  on  a  reduction  in 
reserves  to  cover  future  losses.  The 
bank's  portfolio  is  not  becoming  riski- 
er— it  was  less  risky  at  the  end  of  fiscal 
1996  than  at  the  end  of  fiscal  1995. 

The  agency  has  not  used  accounting 
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He  sailed 

throudi  law  school. 


Navigated  his  way  to  a  successful  career.  Now  thanks  to  the  financial  skills  of 

he's  ready  to  launch  that  charter  service  he 


us 


New  England  representative, 


Iv/avs  wanted. 


iuccess  IS  tieeting.  Unless,  of  course,  you  continually  find  ways  to  harbor  it  safely.  At  The  New  England,  we've 
leen  showing  people  the  way  through  exceptional  insurance  and  financial  advice  for  over  160  years.  They're  attract- 
d  to  us  not  just  because  we're  a  financially  strong  company  that  sells  insurance  and  investments,  but  because  we 
tudy  what  makes  each  of  them  an  individual  success,  and  then  provide  financial  expertise  and  advise  accordingly, 
iy  consistently  getting  you  the  answers  you  need  to  make  the  right  decisions,  we  also  succeed. 

Planning  for  your  success. 


-mail  us  at:  asktne@tne.com  or  visit  our  home  page:  http://www.tne.com 


The  New  England 

Insurance  and  Investment 


A  MetLife  Affiliate 


lew  England  Life  Insurance  Co.,  Boston,  MA.  Securities  products  offered  through  New  England  Securities  Corp..  Boston.  MA. 


en  you  want. 


Ik 


11 11^  Ni:w    TO  rr^  plan,  only  at  si  ikraton. 

Ill  the  history  <>\  inaiikiiid.  iKithiiig  iiieaningfiil  has  ever  been  accomplished 
waiting  a  rem  mi  a  hotel  lohhv.  Winch  is  why  we  re  introducing  our  new  "'9  to  5" 
plan,  ll  lets  yon  check  in  as  early  as  am.  on  ai  i  i\al  and  check  out  as  late  as 
>  p  in.  on  tilt ■  day  yon  leave.  So  yon  II  have  more  t line  to  accomplish  soiiiethiiig 
iiieaiiingfni.  ( )r  just  to  watch  a  movie.  1  he  '<*  in  5'"  plan  is  available  to  all 
members  of  ITT  Sheraton  ( ilnb  I  nternal  lonal  (S(;|),  our  Ire  (pie  nt  gnest 
program,  "lo  retpiest  the  (of) "  plan  lor  your  next  slay,  and  loi'  tree  enrollment 
W  ill  SCI,  call  your  travel  prolcssioiial  or  1-800-325-3535. Yon  can 

also  make  reservations  at  onr  Wei)  site:  http://www.slieratoii.com. 

'/'//('  "9  /()  5"  l>liili  is  iiKiilillilc  Id  nil  SCI  incnilicr.s  jKniilf;  cllfiihlr  (  (iriiiiKilc  idlrs  (RAC. 
IIOR.  SET)  (ll  ixiilii  i/Kiliiii;  iHojii'incs  (iihI  is  111)1  Kiliil  mill  fiioiiji  nr  ilisniiiiili-il  rales. 

ii);w,-  ITT  Shi-rahm  Co/p,,,,,!,.;, 


Sheraton 

HOTELS  &  RESORTS 

ITT 


Participating  Sheraton 
Hotels  &  Resorts 

Arizona 

Sheraton  Crescent/Phoenix 
Sheraton  El  Conquistador/Tucson 

California 

Miramar  Sheraton/Santa  Monica 
Palace  Hotel/San  Francisco 
Sheraton  Cerritos 
leraton  Fisherman's  Whart/San  Francisco 
Sheraton  Gateway 
Los  Angeles  Airport 
Sheraton  Grande/Los  Angeles 
Sheraton  Grande  Torrey  Pines/ 
La  Jolla 
Sheraton  Long  Beach 
Sheraton  Rancho  Cordova 
Sheraton  San  Diego 
Sheraton  San  Jose 
Sheraton  Universal/Los  Angeles 

Colorado 

Sheraton  Colorado  Springs 

Washington,  D.C.,  area 

The  Carlton 
Sheraton  Suites  Alexandria 
Sheraton  Washington 

Illinois 

Sheraton  Chicago 
Sheraton  Gateway  Suites 
O'Hare  Airport/Chicago 
Sheraton  Suites  Elk  Grove 

Minnesota 

Sheraton  Minneapolis  Metrodome 

Missouri 

Sheraton  Suites  Country  Club  Plaza/ 
Kansas  City 

Montana 

Sheraton  Billings 

New  York 

Sheraton  Civic  Center/Poughkeepsie 
Sheraton  Manhattan 
Sheraton  New  York 
St.  Regis 

Oregon 

Sheraton  Portland  Airport 

Texas 

Sheraton  Park  Central/Dallas 
Sheraton  Suites  Market  Center/Dallas 
Sheraton  Tyler 

Washington 

Sheraton  Seattle 
Sheraton  Tacoma 

Alberta,  Canada 

Sheraton  Cavalier/Calgary 

British  Columbia,  Canada 

Sheraton  Wall  Centre/Vancouver 

Manitoba,  Canada 

Sheraton  Winnipeg 

Ontario,  Canada 

Sheraton  Centre  Toronto 
Sheraton  Gateway  Toronto  Airport 
Sheraton  Hamilton 
Sheraton  Ottawa 
Sheraton  Toronto  East 

Saskatchewan,  Canada 

Sheraton  Cavalier/Saskatoon 


Readers  Report 


gimmicks.  Ex-Im  Bank  Director  Maria 
L.  Haley  did  not  improperly  push  the 
staff  to  approve  a  questionable  transac- 
tion. Maria  Haley  is  a  valued  colleague, 
and  I  can  state  unequivocally  that  I 
have  never  known  her  to  intei"vene  in- 
appropriately in  the  due  consideration  of 
any  transactional  or  policy  matters  by 
the  bank. 

We  caiTy  out  oui'  market-driven  mis- 
sion by  supporting  financial  transactions 
that  often  involve  sophisticated  credit 
judgments.  This  means  that  we  are  not 
able  to  hide  the  quality  of  our  decision- 
making. Our  processes  have  to  be  prin- 
cipled and  transparent.  The  results  of 
our  decisions  will  necessarily  speak  for 
themselves.  The  facts  (as  reflected  in 
our  financial  statements)  show  that  both 
exporters  and  the  taxpayers  are  well 
served. 

Martin  A.  Kamarck 
President  and  ChaiiTnan 
Export-Import  Bank  of  the  U.  S. 

Washington 

Having  read  business  week's  piece 
on  the  Export-Import  Bank,  I  find  it 
necessary  to  correct  your  assumptions 
about  James  A.  Hamion's  qualifications 
to  run  this  agency. 

I  have  known  Jim  Harmon  for  many 
years.  He  is  a  man  of  great  intellect 
and  integrity,  and  one  who  has  an  ex- 
cellent gi-asp  of  international  finance  and 
world  affairs.  These  are  the  credentials 
that  make  him  ideal  for  this  post.  He  is 
an  extraordinarily  talented  and  success- 
ful businessman.  With  the  same  deter- 
mination and  genius  Mr.  HaiTnon  brings 
to  his  business  enterprises,  he  has 
proved  an  immensely  effective  civic 
leader. 

While  it's  a  good  thing  to  scrutinize 
the  actions  of  our  public  officials,  let  us 
not  become  so  cynical  that  we  discour- 
age experienced  and  honorable  people 
from  entering  public  service  by  over- 
looking obvious  talent.  Your  article 
quotes  a  Senate  aide  stating  that  cred- 
ibility was  a  major  concern  for  this 
post.  It  seems  to  me  that  those  in 
business,  academia,  government,  and 
the  civic  arena  clearly  find  Mr. 
Harmon  credible  and  a  credit  to  our 
nation. 

David  N.  Dinkins 
Professor  in  the  Practice 
of  Public  Affairs 
Columbia  University 
New  York 

Editor's  note:  James  Harmon  ivas  a 
fund-raiser  and  financial  adviser 
for  former  New  York  Mayor  David 
Dinkins. 


INFO  TECH: 

NOT  A  GEEK  GHETTO 


Calling  all  editors!  Please  ask  your 
writers  to  stop  referring  to  infonnation 
technology  workere  "nerds"  and  "geeks." 
("Calling  all  nerds,"  News:  Analysis  & 
Commentary,  Mar.  10). 

This  media  image  contributes  to  the 
scarcity  of  entrants  into  this  important 
industry.  Another  false  image  is  that 
we  need  only  those  who  are  good  at 
math.  We  need  all  kinds  of  people  who 
are  creative,  think  clearly,  and  commu- 
nicate well:  analysts,  graphic  artists, 
customer  support  staff,  sales  people, 
and,  yes,  writers  and  editors. 

A  liberal  arts  background  is  great! 
There  ai-e  enoiTnous  challenges  and  op- 
portunities in  information  technology.  It 
is  also  fim!  So  tell  your  kids  (and  writ- 
ers), this  is  where  it's  at. 

Peter  A.  Cunningham 
President 
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The  full  text  of  Business  Week,  the  Business  Week 
Daily  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at; 
www.businessweek.com 

and  on  America  Online  at  Keyword:  BW. 
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MaVen 

Shopping  tor  computer  equipment?  Visit  Maven,  our 
online  Computer  Buying  Guide,  for  continuously 
updated  ratings  and  price  information. 
Go  to  Keyword;  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at; 
www.maven.businessweek.com 
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The  purchase  price 


The  management  costs 


pentium' 


When  choosing  a  PC  for  your  company,  remember 
the    lesson    of    the    Titanic.    High   PC  management 
costs   aren't  just  bad  in  themselves;  they 
also  translate  into  lost  productivity.  Worse, 
they  suggest  a  PC  environment  barely 
HPVectraPCs  uudcr  coutrol.   But  at  HP,  we  don't  just 

for  Business  from $992^ 

make  Intel®  Pentium*  processor -  based  PCs  that  you  can 
manage.  We  make  PCs  that  help  you  manage.  Between 
our  hardware  and  software  features  such  as  Top  TOOLS 
and  Open  View,  we  offer  a  host  of  non-proprietary,  DM1- 
standards-based  management  solutions.  You  can  upgrade 
remotely,  monitor  every  PC  in  your  network,  troubles  hoot 
problems  and,  in  general,  minimize  costs.  The  iceberg 
will  still  be  out  there,  of  course.  But  it  won't  be  one 
you'll  founder  on.  tv  iv  w  .h  p  .c  o  m  /g  o  /  v  e  c  t  r  a  c  o  m  m  ere  i  a  I 
Better  products,  better  productivity. 


HEWLETT' 
PACKARD 


Technology  &  You 


BY  STEPHEN  H.  WILPSTROIVI 

A  PUMPED-UP 
POWERBOOK 


The  3400  fills  a  big 
gap  in  Apple's  laptop 
lineup  and  restores 
some  of  its  luster 

Apple  Computer,  bounc- 
ing from  crisis  to  cri- 
sis, hasn't  given  its 
fans  much  except  bad  news 
lately.  But  the  legions  of  Mac 
maniacs  finally  have  some- 
thing to  cheer  about.  With  its 
well-designed  and  superfast 
new  laptop,  the  PowerBook 
;3400,  Apple  has  reminded  the 
computing  world  of  the  tech- 
nology leader  it  once  was  and 
perhaps  can  become  again. 

On  a  more  mundane  level, 
the  3400  solves  a  critical 
pi'oblem  for  Apple  and  its 
customers.  Leading-edge 
products  for  a  mobile  lifestyle 
have  been  a  gaping  hole  in 
the  Mac  product  line.  The 
new  PowerBook  should  slow 
the  defection  of  laptop-stai-ved 
customers  to  Windows. 

Apple's  I'ecent  notebook  ef- 
forts have  been  a  disaster. 
The  PowerBook  5300  series, 
which  hit  the  market  months 
late  in  1995,  was  the  fii'st  to 
use  the  PowerPC  processor. 
But  it  lacked  an  inteinal  CD- 
ROM  drive,  featiu'ed  a  batteiy 
that  had  a  tendency  to  burst 
into  flames  while  charging, 
and  included  cover  hinges 
that  cracked  after  a  few 
months  of  use.  Not  surpris- 
ingly, about  the  only  folks 
who  bought  the  5300  were 
people  who  desperately  need- 
ed a  Mac  notebook,  and  even 
they  did  it  unhappily. 
BRIGHT  AND  SHARP.  Late  last 
year,  Apple  provided  some 
rehef  with  the  competent  but 
unexciting  1400  sei-ies.  Its 
price  tag  alone,  as  low  as 
$2,500,  made  it  attractive. 


The  3400,  starting  at  $4,500, 
is  something  else.  The  base 
model  is  built  around  a  180 
megahertz  PowerPC  chip.  Al- 
though Apple  vs.  Windows 
perfomiance  comparisons  are 
difficult,  the  200  Mhz  Power- 
Book  that  I  tested  felt  fastei- 
than  any  Pentium  notebook 
and  probably  is  fair  competi- 
tion for  a  200  Mhz  mmx  Pen- 
tium desktop.  Next  month, 
Apple  will  ship  a  blazing  24( 
Mhz  model. 

There's  more  to  the  340( 
than  raw  speed.  Industrial 
design  has  long  been  an 
Apple  strong  point,  y^^ff/fff 
and     the     new  ^rf^^f^^tr 
PowerBook 
marks  a  re- 
turn to  the 
elegance 

that  has  been  missing 
from  recent  Mac  notebooks. 
The  sculptured  case  is  hand- 
some where  most  laptops  are 
puiely  utilitarian.  It's  marred 
only  by  a  flimsy  door  that 
covers  ports  at  the  back  for 
printers  and  other  devices. 
The  door  tends  to  fall  off 
whenever  it  is  opened — a 
common  problem  on  laptops. 
The  main  hinges  that  were 
so  troublesome  on  the  5300 
seem  well-designed,  though 
only  time  will  tell. 

The  12.1-inch  active  matiix 
display  is  bright  and  very 
sharp.  And  the  keyboard  is 
about  as  good  as  a  notebook 
can  get.  Because  Mac  users 
don't  depend  on  cursoi-move- 
ment  keys,  such  as  PageUp 
and  PageDown,  Apple  can 
simply  leave  them  off  the 
PowerBook  keyboard.  This 
leaves  i"oom  for  full-size,  com- 
fortably spaced  keys;  only  the 
rarely  used  Fl  to  F12  keys 
are  half-size. 

The  3400  takes  good  ad- 


vantage of  the  PowerPC, 
which  draws  less  power  and 
iTjns  cooler  than  an  equiva- 
lent Pentiimi.  This  is  the  fii"st 
laptop  I've  actually  been  able 
to  keep  on  my  lap  for  ex- 
tended periods  without  it  be- 
coming downright  hot.  And 
it  gets  2}A  hoiu's  or  more  off  a 
battery  charge,  good  for  a 
fast  unit  these  days. 

About  the  only  serious 
fault  I  can  find  in  the  hard- 
ware is  the  lack  of  a  docking 
station  that  the  PowerBook 
could  slip  into  for  desktop 


101 


IT 


.to 


The  New 
PowerBook  3400 


PROCESSOR  PowerPC  603e, 
180MHZ-240  Mhz 


If  only  the  software  war 
up  to  the  hai-dwai'e.  The  Ma 
operating  system  may  sti 
have  the  simplest  and  mos 
intuitive  desktop  screen 
any  system.  But  even  in  it 
new  System  7.6  incamatioi 
the  software  is  showing  it  I  - 
age  badly.  The  biggest  prob 
lem  is  the  lack  of  multi 
thi'eading,  a  feature  that  let 
Windows  do  several  things  a 
once.  For  example,  whil 
waiting  the  several  minute 
it  can  take  for  a  complex  iir 
age  to  appear  in  Adobe  Sys  ill 
tems  PhotoShop,  it  might  b  m 
nice  to  check  your  E-mail  o  h 
play  a  game  of  solitaire.  Th  H 
Mac  won't  let  you,  at  leas 
not  until  a  new  versio:  I 
promised  for  later  this  yea  i 
shows  up. 

LOW  PRIORITY.  ApplicatioAl 

software  is  an  even  bigge  M 
problem.  Except  in  such  Mac  it' 
centric  realms  as  deskto] 
publishing  and  image  editing  a 
the  Mac  has  become  a  levin 
priority  for  mos 
software  publishlfs'; 
ers.  Many  pro  Mi 
grams,  especial];  t& 
business-orientec  i 
ones,  are  Windows 
only.  If  Mac  ver  Ji 
sions  come,  they  hi 
the  shelves  monthi 
later.  Microsofi 
Word  and  Excel  fo!  t 


RAM 


CD-ROM  6X  or  12X 
DISPLAY  12.1"  active  matrix 
SIZE  2.4x11.5x9.5  in.;  7.2  lb. 


the  Mac,  for  examf!., 
_l_6_M_B  _standar_d_/144_M_B  _tops    pje,  are  two  majoi  l.f 

HARD  DRIVE  1.3  or  2  GB  versions  behinc 

theu"  Wmdows  coun^  ir  : 
teipaits,  though  Mi- 1 
crosoft  promises  s  ilaisi 
Mac  edition  of  Of  i; 
fice    97    by  fall 

In  the  movie  In  f  ^ 
dependence,  Day 

  Jeff  Goldblum  uses 

his  trusty  Power- 
Book  to  save  th< 
world  from  aUen  in- 
vaders. By  itself,  the  3400  is-  ? 
n't  going  to  save  Apple  fronr 
the  company's  deep-seatec 
problems.  But  it  serves  as  z 
welcome  reminder  that 
there's  some  creative  life  left  ■ 
in  the  company  whose  inven- 
tiveness played  such  a  large 
role  in  the  creation  of  the 
personal  computer. 


MODEM  AND  NETWORK 

connection  built  in 

PRICE  $4,500-$6,500 

DATA:  APPLE  COMPUTER  INC, 

use  with  a  bigger  monitor  or 
keyboard  and  a  network  con- 
nection. Although  partially 
mitigated  by  a  built-in  Eth- 
ernet network  connection  and 
that  good  keyboard,  the  lack 
of  a  way  to  attach  to  a  print- 
er and  other  desktop  acces- 
sories with  a  single  connec- 
tion is  a  nuisance. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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ADLY  FEASTS 

eking  the  Secrets  of  a  Terrifying  New  Plague 

Richard  Rhodes 

ion  &  Schuster.  250pp.  $24 


L  MAD-COW  THRILLER 
VITH  A  DOSE  OF  PARANOIA 


^  ometimes  it  seems  a  miracle  that 
^humanity  survives  at  all,  let  alone 
y  that  people  are  living  longer  and 
ilthier  lives.  Every  month  brings 
rnings  of  dire  new  threats.  Estro- 
i-niimicking  chemicals  are  said  to  be 
iding  sperm  counts  plunging.  An  epi- 
nic  of  cancer  has  been  caused  by  pes- 
des,  power  lines,  and  food  additives, 
d  the  combination  of  changing  eli- 
tes and  gi-owing  populations  may  un- 
sh  other  hoiTors  like  the  Ebola  vuiis, 
.ting  a  swath  of  death  around  the 
.net.  Unless  we  die  of  hype  first. 
Now,  Richard  Rhodes,  the  Pulitzer 
ize-winning  chronicler  of  yesterday's 
jmsday  threats,  nucleai-  bombs,  leaps 
0  the  fi-ay.  In  Deadly  Feasts,  Rhodes 
ses  "the  terrifying  specter  of  an  in- 
idicable,  untreatable,  uTeversibly  fatal 
ease  whose  spread  is  stealthy  and 
idious  and . . .  unstoppable,"  according 
a  publisher's  blurb.  The  normally  re- 
■ained  Rhodes  warns  that  "nothing 
it  you  ai-e  about  to  read  is  fiction."  To 
,  the  mood,  he  opens  with  a  descrip- 
n  of  a  New  Guinea  cannibal  feast: 
ut  came  the  dai'k  red  heart  goiy  with 
tting  blood.  Out  came  the  looping 
Is  of  intestines,  dully  shining." 
So  what  is  this  tenible  new  plague? 
me  other  than  mad-cow  disease  and 
"ily  similar  ailments.  Recent  deaths  in 
itain  have  raised  legitimate  fears  of  a 
man  epidemic  caused  by  eating  infect- 

meat.  That  has  touched  off  panic  in 
irope  and  has  prompted  the  U.  S.  Food 

Drug  Administration  to  take  new 
■ps — proposing  a  ban  on  feeding  sheep 
d  cattle  parts  to  other  niminant  ani- 
ils — to  prevent  the  same  thing  from 
ppening  here.  It's  a  hot  topic.  Indeed, 
•adly  Feasts  has  an  unpolished  feel, 

if  lushed  to  market  before  interest 
ines — or  before  the  fda's  action  ren- 
rs  most  of  the  U.  S.  fears  moot. 
Still,  the  stoiy  of  how  medical  sleuths 
obed  the  mysteiies  of  this  family  of 


diseases  is  a  compelling  one,  and  Rhodes 
tells  it  adroitly.  The  tale  reaches  back 
himdi-eds  of  years,  to  when  farmers  fii-st 
noticed  sheep  fi'antically  scraping  against 
walls  and  fences  before  dying.  Hence 
their  name  for  the  disease:  scrapie.  But 
the  stoiy  takes  off  in  1957,  when  Amer- 
ican research  physician  Caiiton  D.  Gaj- 
dusek  anived  in  New  Guinea  to  study 
what  he  called  "child  gi-owth  and  devel- 
opment in  primitive  cul- 
tures." There,  he  learned  of 
a  strange  new  disease,  kuru, 
that  was  killing  off  one 
gi'oup  of  Stone  Age  tribes- 
people. 

For  years,  Gajdusek  and 
his  fellow  researchers  were 
stumped.  Kuru  was  always 
fatal.  Yet  victims'  bodies 
never  showed  typical  in- 
flammatoiy  r-eactions  against 
disease.  No  drug  had  any 
effect.  And  no  one  could  fig- 
m-e  out  how  the  plague  was 
transmitted  or  why  it  mainly  stiuck 
women  and  children. 

A  first  clue  came  in  1959,  when  vet- 
erinary pathologist  William  J.  Hadlow 
noticed  that  the  spongy  degenei'ation 
in  the  brains  of  sheep  felled  by  scrapie 
matched  the  so-called  spongifonn  pat- 
tern in  kuiu  victims.  Since  researchers 
knew  that  scrapie  could  be  transmitted 
by  feeding  infected  brains  to  sheep,  the 
implication  was  clear:  Kuru  was  passed 
along  when  New  Guinea  women  and 
children  ritualistically  ate  theii'  dead. 

Gajdusek,  however,  wasn't  convinced. 
He  wanted  first  to  prove  that  kuru 
could  be  experimentally  transmitted 
from  humans  to  chimps  or  monkeys.  In 
one  of  several  glimpses  that  Rhodes 
provides  into  the  seamy  side  of  science, 
Gajdusek  responded  to  Hadlow's  sug- 
gestion that  such  experiments  be  done 
by  lying  that  they  were  already  under 
way.  In  fact,  they  wouldn't  start  for 
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four  more  years.  Gajdusek  was  clearly 
protecting  his  turf  from  interlopers.  It 
worked.  In  1976,  he  won  a  Nobel  prize. 

But  tying  kuru's  spread  to  cannibal- 
ism was  only  part  of  the  puzzle.  Rhodes 
describes  the  long  and  often  tragic  his- 
tory of  another  deadly  spongifonn  hu- 
man disease,  Creutzfeldt-Jakob  disease 
(CJD).  And  he  recounts  both  the  suc- 
cessful efforts  to  infect  a  wide  range  of 
animals  with  kuru,  cJD,  or  scrapie,  and 
the  birth  of  Britain's  mad-cow  epidemic 
in  the  late  1980s.  Yet  these  develop- 
ments only  deepened  the  central  mys- 
tery: No  one  has  yet  found  even  a  trace 
of  a  virus  or  bacterium.  So  what  could 
be  causing  these  spongifonn  diseases? 

The  leading  candidate  is  a  misshapen 
version  of  a  naturally  occuning  protein, 
dubbed  a  prion.  It  seems  to  act  like  a 
template,  causing  the  normal,  benign 
change  shape  and  accumu- 
late in  the  brain.  What's 
more,  "good"  proteins  may 
s]:)ontaneously  go  "bad,"  trig- 
gering disease  even  without 
exposure  to  infected  meat. 

Even  mad-cow  buffs  may 
find  new  details  in  Rhodes's 
account.  But  I  wish  he  had 
liad  more  time  to  explore 
certain  issues.  Was  it  really 
necessary  to  infect  thou- 
sands of  chimps  and  other 
(  litters?  How  much  did  sci- 
entists' quest  for  fame  de- 
lay a  solution?  And  how 
should  we  judge  the  enigmatic  Gaj- 
dusek, who  last  month  pleaded  guilty 
to  sexual  abuse  of  one  of  the  38  Mi- 
cronesian  children  he  raised  and  edu- 
cated in  the  U.  S.?  Perhaps  the  under- 
lying story  is  the  clash  between  the 
Stone  Age  cultui-e — and  its  freewheeling 
sexual  practices — that  Gajdusek  loved 
and  the  far  more  straitlaced  West. 

The  book  also  would  have  been  more 
believable  if  Rhodes  had  toned  down 
his  warnings  about  the  risk  of  getting 
CJD  in  the  U.  S.  True,  it's  a  scary  time 
to  be  a  beef-eater  in  Britain,  where  the 
evidence  suggests  that  mad  cow  dis- 
ease is  being  transmitted  to  people.  We 
won't  know  for  years  if  dozens  or  many 
thousands  will  get  it.  But  as  long  as 
the  FDA  moves  ahead,  there's  no  evi- 
dence that  we  have  much  to  fear  yet  in 
the  U.  S.  except  fear-mongering  itself 
BY  JOHN  CAREY 
Careii  covern  science  from  Washingtov . 
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More  ways  to  unlock  value 


■strategic  advice    •   mergers  A:  acquisitions    •   debt  6c  equity  capital  raising   •  swap 


lan  the  obvious  solution 


The  obvious  solution  may  not  always  be  the  one  that  takes  you  furthest.  Who  can  you 
trust  to  help  you  evaluate  all  your  options?  J.P  Morgan.  We  provide  you  with  more. 

More  discipline  to  find  the  approach  that's  right,  not  just  easy.  More  focus  on 
delivering  value  for  your  shareholders,  not  simply  on  doing  a  deal.  More  of  a  global 
mind-set,  based  on  deep  roots  in  key  markets  around  the  world.  And  more  experience 
turning  smart  ideas  into  well  executed  ones,  to  take  you  as  far  as  you  can  possibly  go. 

No  wonder  that  in  1996,  more  firms  than  ever  turned  to  J.R  Morgan,  making  us  the 
number  one  advisor  in  Latin  America,  number  two  in  Europe,  and  number  five 
worldwide,  with  $122  billion  of  completed  transactions.  Among  these  were  some 
of  the  year's  largest,  most  complex  -  and  most  well  received  -  deals  for  clients  like 
Aetna,  Ciba-Geigy,  and  Gillette. 

Objectivity.  Creativity.  Global  thinking.  Winning  for  our  clients.  These  all  add 
up  to  more. 

www.jpmorgan.com 
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1  THE  MILLIONAIRE  NEXT  DOOR  by  Thomas  J.  Stanley,  PhD, 
and  Wilham  D.  Danko,  PhD  (Longstreet  Press  •  $22)  How  to 
live  cheap  and  well — just  like  the  rich  do. 

2  THE  EDUCATION  OF  A  SPECULATOR  by  Victor  Niederhoffer 
(Wiley  •  $29.95)  A  futures  trader's  insights  on  markets, 
music,  and  mastery  of  your  opponents. 

3  THE  DILBERT  PRINCIPLE  by  Scott  Adams  (HarperBusiness 
•  $20)  The  revenge  of  the  cubicle  dwellers. 

4  DOGBERT'S  TOP  SECRET  MANAGEMENT  HANDBOOK  by 

Scott  Adams  (HarperBusiness  •  $16)  Straight  from  the 
puppy's  mouth. 

5  AGAINST  THE  GODS  by  Peter  L.  Bernstein  (Wiley  •  $27.95) 
Risk  management  in  the  making  of  the  modern  world. 

6  ONLY  THE  PARANOID  SURVIVE  by  Andrew  S.  Grove 
(Currency  •  $27.50)  Intel's  CEO  describes  how  to  turn  crises 
into  moments  of  opportunity. 

7  WALL  STREET  MONEY  MACHINE  by  Wade  B.  Cook 
(Lighthouse  Publishing  •  $24.95)  Formulas  to  help  you 
strike  it  rich. 

8  THE  BANKERS  by  Martin  Mayer  (Truman  Talley/Dutton  • 
$29.95)  Money,  credit,  and  banking  as  it  was  and  will  be. 

9  INSIDE  THE  TORNADO  by  Geoffrey  A.  Moore  (Harper- 
Business •  $25)  Lore  on  marketing  from  Silicon  Valley. 

10  THE  MOTLEY  FOOL  INVESTMENT  GUIDE  by  David  and  Tom 
Gardner  (Simon  &  Schuster  •  $24)  An  online  investment  duo 
puts  It  on  paper. 

11  FINANCIAL  PEACE  by  Dave  Ramsey  (Viking  •  $21.95)  Get- 
ting out  of  debt — for  good. 

12  WHAT  WORKS  ON  WALL  STREET  by  James  P.  O'Shaugh- 
nessy  (McGraw/-Hill  •  $29.95)  A  statistical  look  at  how 
investment  strategies  stack  up. 

13  THE  WITCH  DOCTORS  by  John  Micklethwait  and  Adrian 
Wooldridge  (Times  Business  •  $25)  Sorting  out  the  true  man- 
agement gurus  from  the  fakers. 

14  THE  INTELLIGENT  INVESTOR  by  Benjamin  Graham  (Harper- 
Business •  $30)  Value  investing,  as  taught  by  the  master 

15  THE  BEARDSTOWN  LADIES'  GUIDE  TO  SMART  SPENDING 
FOR  BIG  SAVINGS  by  the  Beardstown  Ladies'  Investment 
Club  with  Robin  Dellabough  (Hyperion  •  $19.95)  Penny- 
pinching,  from  appliances  to  rental  cars. 


1  THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popular. 

2  THE  ERNST  &  YOUNG  TAX  GUIDE  1997  by  the  Tax  Partners 

and  Professionals  of  Ernst  &  Young  LLP  (Wiley  •  $14.95) 
Sharpen  those  pencils. 

3  J.K.  LASSER'S  YOUR  INCOME  TAX  1997  by  the  J.K.  Lasser 
Institute  (Macmillan  •  $14.95)  The  clock  is  ticking. 

4  THE  1997  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $16.95)  The 
enduring  job-search  bible — with  a  new  resource  guide. 

5  BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusiness  •  $14)  How  3M,  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 

6  THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies'  Investment 
Club  with  Leslie  Whitaker  (Hyperion  •  $10.95)  Recipes  for 
Four-Bean  Salad.  Five-Hour  Stew — and  23%  returns. 

7  THE  ROAD  AHEAD  by  Bill  Gates  with  Nathan  Myhrvold  and 
Peter  Rmearson  (Penguin  •  $15.95)  Microsoft's  chief  on  the 
implications  of  the  l-way,  in  a  "completely  revised"  edition. 

8  PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (IDG 
Books  •  $16.95)  Lighthearted  primer. 

9  GET  A  FINANCIAL  LIFE  by  Beth  Kobliner  (Fireside  •  $11) 
Hey,  Gen-Xers — mutual  funds  and  mortgages  can  be  fun! 

10  THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDING 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan  M. 
Siegel  (Fireside  •  $13.95)  Still  more  advice  on  money. 

11  THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treacy 
and  Fred  Wiersema  (Addison-Wesley  •  $12)  Consultants 
diagnose  what  successful  companies  do. 

12  INVESTING  FOR  DUMMIES  by  Eric  Tyson,  MBA  (IDG  Books  « 
$19.95)  From  stocks  to  small  business — with  cartoons,  too. 

13  THE  TRUTH  ABOUT  MONEY  by  Ric  Edelman  (Georgetown 
University  Press  •  $19.95)  How  to  plan  and  invest,  according 
to  a  financial  columnist. 

14  YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dominguez  and  Vicki 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen- 
dence, restructure  your  life. 

15  HOME  BUYING  FOR  DUMMIES  by  Eric  Tyson  and  Ray  Brown 

(IDG  Books  •  $16.99)  How  to  haggle  over  and  finance  your 
dream  home. 
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MANY  BOOKS  ON  COMMODITY  TRADING  DRIR 

into  suchi  related  topics  as  board  games 
and  gambling.  In  Thie  Education  of  a  Speculator,  the  No.  2 
hardback  on  this  month's  best-seller  list,  Victor  Niederhoffer 
draws  on  everything  from  monkeys  to  Moliere.  And  his  chapter 
on  sex  puts  pork  bellies  in  a  whole  new  light. 

This  444-page  autobiography  takes  its  readers  on  a  romp 
through  the  mind  of  a  one-of-a-kind  trading  whiz.  Those  seek- 
ing a  system  to  beat  the  market  will  be  disappointed:  Nieder- 
hoffer reveals  none  of  the  secrets  that  have  guided  him  to  a 
32%  average  annual  return  since  1982.  But  he's  generous  with 
his  insights  on  broader  topics — including  "spexuality,"  the  link 
between  speculation  and  sex.  There  are  also  lots  of  amusing 


anecdotes — such  as  how  hedge-fund  giant  George  Soros,  c 
Niederhoffer  friend  and  customer,  restored  his  nerve  after  th€ 
1987  stock-market  crash  by  drubbing  the  author  in  chess. 

Loosely  organized  by  topic,  the  book  skips  around — and  sc 
should  readers,  using  the  index.  At  times,  Niederhoffer  tries  sc 
hard  to  be  clever  that  his  message  is  muddied.  But  he  lands 
some  well-aimed  jabs,  too,  such  as  nailing  his  fellow  com- 
modity-trading advisers  for  inflating  performance  figures.  Ever 
Niederhoffer  finds  the  market  a  harsh  mistress,  and  he  spends 
much  more  time  fretting  about  his  losing  trades  than  trumpeting 
his  winners.  Despite  its  amusing  diversions,  this  is  a  cautionary 
tale  for  risk-takers  of  all  stripes. 

BY  GREG  BURNS 
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Since  1990,  Montgomery  Securities  has  grown  explosively.  Revenues  increased  from  $104  million  in  1990  to 

Montgomery  Securities 

1  he  Power  of  Growth  morQ  than  $700  million  (est.  1996)  and  staff  quadrupled.  To  continue  this  growth  and  maintain  Montgomery's 

exceptional  customer  satisfaction,  Thom  Weisel  partnered  with  Siebel  Systems.  With  Siebel  Sales  Enterprise,'  Montgomery 
professionals  quickly  identify  and  analyze  new  opportunities,  slash  the  sales  cycle,  and  increase  value  to  their  clients. 
,  And  management  effectively  allocates  precious  sales  resources  to  maintain  Montgomery's  leadership  in  the  booming 

capital  markets.  With  Siebel,  Montgomery  is  ready  for  the  next  century.  To  learn  how  Siebel  Systems  can  prepare  your 
organization  for  the  future,  call  1-800-720-3115,  ext.  1111  or  visit  Siebel  at  www/. siebel. com. 
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.WORK  THE  WEB 


THE  INTERNET  'V^ifM'Jlfi 
TAKE  ME,  USE  ME,  EXPLOIT 

ME-OK,YOU  CAPITALIST,  YOUR 

NEW  OFFICE  SUITE  HAS  ARRIVED 


INTRODUCING  SMARTSUITE*  97.  Here's  the  first  office  suite  specifically  designed 
to  milk  the  Web  for  all  it's  worth.  SmartSuite  97  isn't  just  about  creating  nifty  memos  and 
spreadsheets.  It's  about  being  able  to  tap  the  power  of  the  Internet  while  working  inside 

SMARTSUITE. 97 

1-2-f 

your  familiar  applications.  And  it's  about  using  this  power  to  gain  a  real  business  advantage. 

STARTING  WITH  A  NEW  WEB-TUNED  LOTUS  l-2'3*97.  With  1  2  3  97,  you  can 

spreadsheet 

use  the  Internet  to  do  some  serious  work.  Grab  the  most  current  exchange  rates  for  your 

WORD  PRC 

expense  reports,  for  instance,  live  from  the  Internet.  Or  publish  your  latest  sales  forecasts 

word  processor 

directly  to  a  Lotus  Notes*  database  and  onto  the  company  intranet.  Being  so  closely  tied 

APPROACH 

to  the  Web,  Lotus  1-2-3  (like  all  SmartSuite  applications)  allows  you  to  work  hand-in-hand 

database 

with  people  whose  hands  are  literally  thousands  of  miles  away. 

FREELANCE  GRAPHICS 

And  SmartSuite  97  makes  it  easy  to  stay  organized  while  you're  staying  up-to-date.  The 

presentation  graphics 

Lotus  SmartCenter'"  allows  you  to  customize  a  set  of  drawers  where  you  can  stash  all  your 

ORGANIZER' 

sources  of  information,  applications  and  files.  You  can  use  the  SmartCenter  Internet  drawer 

time  management 

to  get  live  access  to  news,  weather,  stock  prices  and  more,  all  straight  off  the  Web. 

SCREENCAM 

multimedia  tool 

So  as  the  Internet  stands  before  you,  waving  its  opportunities  in  a  most  provocative  manner, 
don't  just  sit  there.  Put  it  to  work.  SmartSuite  is  now  included  with  IBM*Aptivar ThinkPad™ 
and  PC  desktops,  as  well  as  select  Acer*  systems  and  AST®  Advantage  PCs.  To  receive  your 

1  Lotus  1 

free  SmartSuite97  Trial  CD,  call  1-800-TRADE-UP,  ext.  C860,  or  visit  www. lotus. com. 

Working  Together' 

Versions  at  SmatlSuile  are  available  lor  Windows"  95,  Windows  3.1  and  CIS/2.'  In  Canada,  call  1  SOO  GO  LOIUS.  ©199f  lolus  Developmenl  Corporalion.  ^5  Cambridge  Parkway.  Cambridge,  MA  02142.  All  rights  reserved,  lotus,  Lotus  SmartSuite,  1-2-3.  lotus  Notes,  Word  Pro.  Approacti 
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Economic  Viewpoint 


BY  ROBERT  KUTTNER 


DONT  LET  THE  BABY  BELLS 
STALL  COMPETITION 


THWARTED: 

Congress  has 
done  its  best 
to  lower  your 
phone  bill. 
GTE  and  the 
Bell  offspring 
have  done 
their  best  to 
resist 


Robert  Kuttner  is  co-editor  of  The 
American  Prospectant  author  of  The 
End  of  Laissez-Faire 


When  the  first  anniversary  of  the 
Telecommunications  Refonn  Act  of 
1996  occuiTed  last  month,  much  of 
the  press  coverage  treated  the  act  as  the  dog- 
that  didn't  bark.  After  all,  over  99%  of  tele- 
phone customers  are  still  stuck  with  a  mo- 
nopoly. Maybe  the  act  was  a  giant  misstep. 

The  real  story  is  more  complex.  Mainly,  it 
reflects  fierce  resistance  by  local  monopolies — 
the  Baby  Bells  and  especially  gte  Corp. — 
against  cooperating  with  the  spirit  of  the  act. 
Its  basic  objective  was  to  allow  long-distance 
carriers  and  local  phone  companies  into  each 
other's  markets.  Local  telephone  companies, 
currently  monopolies,  could  enter  the  long- 
distance market  (from  which  they  had  been 
barred  by  the  terms  of  breakup  of  the  old 
Bell  system)  only  after  the  Federal  Commu- 
nications Commission  had  certified  that  their 
local  market  was  effectively  competitive. 

That  meant  the  local  monopohes  had  to  do 
something  no  dominant  company  will  willing- 
ly do:  let  in  competitors  on  reasonable  terms. 
The  1996  act  and  the  FCC  regulations  issued 
last  August  require  local  phone  monopolies  to 
give  competitors  fan-  access  to  local  networks. 
Rivals  may  build  their  own  facilities  and  con- 
nect to  the  local  network,  lease  portions  of  the 
local  network,  or  they  can  buy  services  whole- 
sale and  resell  them  retail. 

Under  the  law  and  regulations,  the  incum- 
bent monopoly  is  required  to  charge  reason- 
able prices  to  its  potential  competitor  and 
not  play  technical  games  that  result  in  a  com- 
petitive disadvantage  for  the  newcomer.  Foi' 
example,  the  customer  of  a  competing  i)hone 
company  shouldn't  have  to  dial  a  special  ac- 
cess code  or  suffer  delays  in  obtaining  seivice. 
And  there  are  innumerable,  mind-numbing 
technical  issues  of  fair  access. 
OLD  HAND.  Mandating  that  monopolies  wel- 
come rivals  seems  an  improbable  route  to 
competition.  But  it  is  pi'ecisely  the  regulatoiy 
strategy  that  brought  competition  to  long- 
distance service,  at&t  and  other  long-distance 
caniers  are  cuiTently  indignant  at  the  stalling 
tactics  employed  by  (ITE  and  the  Baby  Bells, 
none  of  which  are  expediting  interconnection. 
AT&T,  of  course,  knows  just  how  this  game  is 
played.  In  the  1970s,  before  the  landmark 
antitmst  suit  that  led  to  the  Bell  breakup, 
AT&T  used  just  these  sorts  of  moves  against 
upstarts  such  as  mci  Communications  Corp. 
Customers  of  fledghng  long-distance  earners 
found  that  they  had  to  dial  extra  digits,  that 


the  technical  quality  of  the  signal  wasn't  as 
good  as  AT&T's,  and  that  they  suffered  other 
ingenious  glitches  at&t  could  devise. 

But  once  the  courts  resolved  that  at&t 
was  abusing  its  monopoly  position  and  had  to 
be  broken  up,  both  U.  S.  District  Judge 
Harold  Greene  and  the  FCC  moved  aggi-es- 
sively  to  enforce  fair  terms  of  engagement 
And  AT&T,  though  it  continued  to  bicker 
about  the  details,  did  not  massively  resist 
the  entire  approach.  New  long-distance  com-' 
panies  did  get  reasonable  access  to  customers 
and  were  able  to  both  lease  long-distance  ca- 
pacity on  reasonable  terms  from  at&t  and 
build  their  own  networks,  at&t  remained 
closely  regulated  as  a  recovering  monopoly. 
MANNING  THE  GATES.  Unfortunately,  the  Baby 
Bells  and  GTE  are  not  behaving  in  the  same 
spirit.  For  the  most  part,  they  are  delaying 
the  entry  of  local  competition.  This  is  hardly 
surprising,  since  they  benefit  from  at  least 
$10  billion  in  annual  overcharges  for  long- 
distance access  to  their  local  monopolies.  By 
stalling,  they  can  consummate  mergers  with 
each  other,  the  better  to  resist  competition 
when  it  finally  arrives. 

GTE,  in  particular,  has  resisted  with  litiga- 
tion oi-chestrated  by  William  P.  Barr,  former- 
ly Attorney  General  in  the  Bush  Adminis- 
tration. Last  September,  gte  obtained  an 
order  from  the  U.  S.  Court  of  Appeals  for 
the  8th  Circuit  blocking  the  FCC  regulations 
implementing  the  1996  act.  Oral  argument 
was  heard  in  January.  If  GTE  loses,  it  will 
likely  appeal  to  the  Supreme  Court. 

GTE  has  a  special  incentive  to  delay,  since 
the  company  was  not  part  of  the  original  con- 
sent deci'ee  breaking  up  the  old  Bell  system 
and  thus  is  not  ban-ed  from  the  long-distance 
market.  So  it  is  cauTently  the  only  phone  com- 
pany that  has  both  local  monopolies  and  long- 
distance service,  gte  is  also  tying  up  the 
process  in  state  regulatoiy  proceedings.  The 
states  must  implement  regxilations  consistent 
with  the  1996  federal  law  if  local  competition  is 
to  succeed. 

Eventually,  if  the  fcc  and  Congi-ess  stay 
the  course,  full  competition  will  come  to  local 
telephone  markets.  After  all,  long-distance 
competition  took  more  than  a  decade.  The  dis- 
appointing pace  to  date  is  no  indictment  of  |j, 
the  1996  act  or  of  the  fcc.  Rather,  it  is  a  tes- 
tament to  the  tenacity  of  local  monopolies — and 
to  the  need  for  regulation  that  promotes 
competition. 
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A  few  And  far  between. 


^ow  often  does  a  car  come  along  that  includes  a  power  moon  roof  an  AMIFM  stereo  with  CD  player, 
Uoy  wheels,  power  windows  and  door  locks,  cruise  control,  wood-grain-style  trim,  leather-  ""  r\ 
rapped  steering  wheel,  security  system  with  remote  entry,  automatic  transmission  and  air  I  IV  /J  I 
auditioning,  all  at  the  equally  uncommon  price  of  $20,595^  Well,  ^'rarely  ''does  come  to  mind.  \MmJ 
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Today  in  the  real  world,  there  is 
one  way  that  cyberspace  is  funda- 
mentally changing  how  business 
works:  corporate  intranets.  And 
AMD  technology  is  at  the  heart 
of  this  new  networked  world. 
Our  advanced  networking  chips 
are  key  components  of  collabo- 
rative computing  environments 
-  whether  it's  a  local  network 
or  a  global  one.  In  fact,  AMD 
chips  help  carry  80%  of  all 
Internet  traffic.  Visit  our  website 
or  call  1-800-222-9323. 


AMDH 


AMD  IS  a  global  leader  in 
communications  technology,  offeri 
a  full  range  of  high-performance 
low-cost  networking  chips. 


WWW.  amd.com 


Economic  Trends  1  i 


BY  GENE  KORETZ 

LOOK  WHO'S 
SET  TO  POUNCE 

The  world's  tiger  ranks  are  shifting 

Judging  by  the  unprecedented  gains 
being  made  by  developing  nations, 
the  global  economy  is  entering  a  new 
era  of  widespread  growth.  But  that 
doesn't  mean  progi-ess  will  be  evenly 
distributed.  In  the  next  decade,  only  a 
few  countries  are  likely  to  become 
"tigers" — nations  demonstrating  the  ca- 
pacity for  rapid,  sustained  gi'owth. 

According  to  a  scorecard  devised  by 
American  Express  Bank  Ltd.,  the  elite 
club  of  confirmed  tigers  now  includes  a 
new  member,  China,  which  joins  the 

TIGER  ECONOMIES: 
THE  NEH  GENERATION 
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ranks  of  Hong  Kong,  Malaysia,  Singa- 
pore, South  Korea,  and  Thailand.  The 
scoring — based  on  measui'es  of  econom- 
ic stability,  human  capital,  export  out- 
look, and  investment — also  shows  that 
Taiwan  has  slipped  back  to  near-tiger 
status  because  of  a  high  budget  deficit 
and  slow  export  gi'owth. 

Meanwhile,  the  bank  reports  that  fast 
growth  has  spread  beyond  Asia:  Its  Hst 
of  near-tigers  (chait)  includes  thi-ee  non- 
Asian  members:  Ai'gentina,  Chile,  and 
the  Czech  Republic.  What's  more,  the 
fii'st  two,  plus  the  Philippines  and  Viet- 
nam, have  at  least  doubled  their  tiger 
scores  in  the  past  decade — evidence  of 
the  rapid  economic  strides  possible  in 
today's  integrated  global  economy. 

Looking  I'egionally  at  the  45  nations 
siu-veyed,  Afiican  countries  are  the  lag- 
gards, with  scant  progi'ess  in  foreign 
investment,  privatization,  and  financial- 
sector  reform.  Latin  America,  by  con- 
trast, chalked  up  the  most  impro\  ement 
and  is  moving  toward  investment-  and 
export-led  growth — though  hampered 
by  low  savings,  high  payroll  taxes,  and 
inefficient  government  sectors. 


At  the  moment,  the  most  difficult  re- 
gion to  assess  is  Eastei'n  Europe — part- 
ly because  reforms  are  so  new  and 
macroeconomic  instability  remains  high. 
Still,  the  Czech  Republic,  Poland,  and 
Slovakia  show  potential  tiger  capabili- 
ties. And  the  region's  well-educated  la- 
bor force  should  prove  invaluable  once 
market  reforms  start  to  pay  off. 


A  CLOSER  LOOK 
AT  PRODUCTIVITY 

Are  factory-sector  gains  overstated? 

It's  a  study  in  contrasts.  While  factory 
productivity  has  risen  at  a  heady 
3.2%  a  year  in  the  current  expansion, 
productivity  in  services  is  reported  to 
have  edged  higher  at  a  mere  0.2% 
pace — lowering  overall  business  pro- 
ductivity gi-owth  to  just  1%  a  year. 

This  pattern  doesn't  seem  credible  to 
many  who  question  the  anemic  gains  in 
sendees.  If  gi-owth  in  manufactming  out- 
put per  hour,  which  can  be  measured 
rather  precisely,  is  so  strong,  they  ask, 
how  can  growth  in  services  output  per 
hour,  which  is  hard  to  measure,  be  so 
weak — especially  in  light  of  the  sei-vice 
sector's  heavy  investment  in  computers? 

Stephen  S.  Roach  of  Morgan  Stanley 
&  Co.  has  one  answer  that  may  not 
make  the  skeptics  happy:  Factoiy  pro- 
ductivity gi'owth  is  probably  overstated. 

Roach's  focus  is  the  factoiy  sector's  in- 
creasing reliance  on  outsoiu'cing  in  the 
1990s — its  use  of  contract  workers  sup- 
plied by  the  temporary  staffing  industiy, 
which  is  counted  as  a  business  service. 
Noting  that  Manpower  Inc.,  the  nation's 
largest  employer,  estimates  that  roughly 
half  of  its  temporary  staffers  toil  in  the 
factory  sector.  Roach  argues  that  such 
work  time  should  be  properly  allocated 
to  manufacturing.  In  other  words,  facto- 
ry productivity  has  gotten  an  unwar- 
ranted lift  because  ■MMnMnaMMMMii 


some  of  its  work- 
ers are  no  longer 
on  its  books. 

How  much  of  a 
lift?  If  half  the 
hours  worked  in 
the  help-supply  in- 
dustry were  added 
to  labor  input 
in  manufacturing, 
Roach  figures  that 
annual  factoiy  pro- 
ductivity growth 
in  the  current 
expansion  would 
cb-op  to  2.7%.  Such 
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growth  in  the  much  larger  services  \^ 
sector,  however,  would  be  raised  by  a 
mere  0.1%. 


THE  FED  REALLY 
KNOWS  BEST 

At  least  when  it  comes  to  inflation 
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As  the  financial  markets  brace  for  a 
possible  interest-rate  hike  by  theBjP 
Federal  Reserve,  it  would  be  nice  to 
believe  that  the  Fed's  reading  of  infla-  ^li. 
tion  trends  is  more  accui'ate  than  the  pjci 
prognostications  of  us  mere  mortals.  As 
it  happens,  that  appears  to  be  ti*ue. 

Christina  D.  Romer  and  David  H 
Romer  of  the  University  of  Cahfomia  at 
Berkeley  compared  the  Fed's  internal 
inflation  forecasts  with  the  consensus 
views  of  private  forecasters.  (Such  fore 
casts  for  the  coming  12  to  18  monthslanje 
are  prepared  by  the  Fed  eight  times  a 
year  prior  to  Fed  pohcy  meetings  but 
are  only  made  public  five  years  later.) 

Surveying  the  record  from  1968  to 
1991,  the  two  economists  found  that  the 
Fed  forecasts  were  consistently  supe 
rior  to  commercial  ones.  Indeed,  the 
Fed's  track  record  was  so  good  that 
someone  with  access  to  both  forecasts 
would  have  done  best  by  completely  ig- 
noring the  commercial  product. 

Romer  and  Romer  ilnd  no  evidence 
that  the  Fed's  accuracy  is  due  to  getting 
economic  data  early  or  knowing  about 
pending  monetaiy  policy  sliifts.  The  Fed 
sees  jobs  and  inflation  numbers  only  the 
night  before  they  are  released,  they 
note,  and  its  track  record  is  superior 
even  over  three-  and  six-month  hori- 
zons— too  soon  for  monetaiy  policy  to 
affect  inflation.  Rather,  they  conclude 
that  the  Fed's  forecasting  staff,  with  its 
superior  resoiu*ces,  simply  does  a  better 
job  of  processing  information. 

Private  forecasters  get  a  strong  hint 
of  the  Fed's  inflation  views,  of  course, 
when  it  adjusts  short-tei*m  interest  rates 
up  or  down.  (On  average,  a  one-per- 
centage-point hike  indicates  that  its  in- 
flation projection  for  the  coming  year 
is  about  a  quarter  of  a  percentage  point 
higher  than  commercial  forecasts.)  And 
the  forecastei*s  usually  respond  to  a  rate 
hike  appropriately  by  raising  their  in- 
flation forecasts — though  by  less  than  i. 
the  Fed's  move  would  seem  to  imply.  ^ 

At  least  in  part,  suggest  the  Romers, 
this  subdued  response  is  rational.  That's 
because  by  raising  rates,  the  Fed  is  both 
signaling  higher  inflationary  expectations  1' 
and  taking  action  at  the  same  time  to 
reduce  the  inflation  it  foresees.  il 
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;OTCHA  AGAIN!  SURPRISES  FROM 

HE  EXPANSION  THAT  JUST  WON'T  QUIT 

onsumers  are  fueling  new  momentum  that  could  last  through  spring 


us.  ECONOMY 


SHOPPERS  GO 
ON  A  TEAR 

REAL  RETAIL  SALES 


I 


What  slowdown?  Thi-ee  months 
ago,  economists  surveyed  by 
SINESS  WEEK  confidently  predicted  that  the  economy 
)uld  cool  off  from  its  nearly  3%  growth  rate  in  the 
st  three  quarters  of  1996.  For  the  fourth,  they  pro- 
ited  a  sedate  2.2%  pace,  with  that  modest  gait  con- 
luing  through  the  first  half  of  1997. 
Not  even  close.  After  expanding  nearly  4%  at  the 
d  of  last  year,  the  economy  is  easily  on  its  way  to 
owth  of  better  than  3%  in  the  first  quarter.  And 
cause  of  a  new  vibrancy  in  the  labor  markets,  con- 
mers  are  leading  a  push  on  domestic  demand  that 
uld  fuel  gi-eater-than-expected  economic  growth  in 
e  second  quarter  as  well. 

Indeed,  by  all  signs,  con- 
sumer-led demand  is  spui'ring 
a  mini-gi'ovrth  cycle,  similar  to 
the  pattern  in  1994.  Then,  the 
impetus  was  the  delayed  ef- 
fect of  1993's  sharp  drop  in 
long-term  interest  rates.  Now, 
the  thrust  is  coming  from  the 
strongest  job  market  of  this 
expansion,  with  moral  support, 
at  least,  from  a  booming  stock 
market.  Robust  spending  is 
osting  output  and  creating  the  need  to  build  up  in- 
ntories,  while  output  gains  ai'e  igniting  growth  in  jobs 
d  incomes,  which  feeds  more  spending.  This  virtuous 
cle  is  evident  in  the  latest  reports  on  retail  sales, 
using  starts,  inventories,  and  industrial  production. 
The  economy's  surprising  strength  is  sm-e  to  be  a  hot 
pic  at  the  Federal  Reserve's  policy  meeting  on  Mar. 
,  and  because  of  it,  chances  for  an  interest-rate  hike 
that  caucus  have  increased.  But  even  amid  very 
iht  labor  markets,  there  are  still  few  signs  that 
rong  demand  for  goods  and  services  is  straining  the 
oduction  process.  However,  those  strains  seem  likely 
start  showing  up  in  coming  months. 

IE  BUZZ  AT  THE  FED'S  MEETING  undoubtedly  wiu 

nter  on  the  current  rebound  in  consumer  spending 
lart)  and  its  potential  implications  for  future  inflation, 
ot  only  did  February  retail  sales  jump  0.8%,  but 
nuary  spending  has  been  revised  sharply  higher,  to 
lOw  a  gain  of  1.5% — more  than  twice  the  pace  of 
e  originally  reported  advance.  Through  February, 
al  retail  sales  for  the  quaiter  are  rising  at  the  fastest 
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clip  since  1994,  at  the  end  of  the  last  grovrth  spurt. 

After  already  climbing  at  an  annual  rate  of  3.4%  in 
the  foui'th  quarter,  real  consumer  spending  on  goods 
and  services  appears  to  have  increased  in  the  4%-to-5% 
range  in  the  first  quarter.  That's  a  powerful  thrust  for 
overall  growth  from  two-thirds  of  the  economy. 

That  stride  will  be  difficult 
to  maintain  in  the  second         WARM  WEATHER 
quarter,  however,  since  con-      BUOYS  HOMEBUILDING 
sumers    tend    to    take  a 
breather  after  such  spending 

sprees.  And  the  surging  stock  

market  means  equity  inves-  f^^^'^^^^k/ 
tors  face  big  tax  payments  to    u>\J  ^''^^^^-^''"^^^ 
Uncle  Sam  and  state  coffers 
by  Apr.  15.  But  with  labor  °' 
markets  strong,  the  funda- 
mentals   under  continued 
spending  will  not  go  away  anytime  soon. 

For  example,  in  the  first  quarter,  consumers'  real 
aftertax  income  may  well  rise  even  faster  than  spend- 
ing. January  income  already  has  risen  at  an  annual 
rate  of  4%  from  the  fourth-quaiter  level,  and  growth  in 
the  5%-to-6%  range  for  the  full  quaiter  seems  likely,  es- 
pecially given  the  I'ecord  rebound  in  real  weekly  earn- 
ings in  Februaiy.  Some  households  are  also  getting 
more  cash  from  a  burst  of  eaiiy  tax  refunds.  Moreover, 
consumer  optimism  in  March  is  the  highest  in  at  least 
two  decades,  based  on  the  University  of  Michigan's 
preliminary  index  of  consumer  sentiment. 

CONFIDENT  HOUSEHOLDS  and  a  home-mortgage 
rate  that  remains  under  8%  are  the  chief  reasons  why 
housing  continues  to  be  one  of  the  most  surprising 
sources  of  the  economy's  strength.  Housing  starts 
surged  12.2%  in  February,  to  an  annual  rate  of  1.53  mil- 
lion, the  highest  in  three  years  (chart).  February's 
warmer-than-usual  weather  overstated  the  gain,  but 
housing  is  on  its  way  toward  adding  to  economic 
growth  in  the  first  half.  The  generally  held  belief  as  of 
late  last  year  was  that  it  would  contribute  nothing  or 
even  detract  from  it. 

However,  the  March  survey  by  the  National  Asso- 
ciation of  Home  Builders  showed  sizable  pickups  in 
buyer  traffic  through  model  homes  as  well  as  in  cur- 
rent sales,  with  sales  expectations  holding  near  the 
higher  levels  of  recent  months.  The  trade  group's 
overall  housing-market  index,  a  composite  of  all  three 
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measures,  has  been  slowly  rising  since  November. 

Capital  spending  by  businesses  on  new  buildings 
and  equipment  is  unlikely  to  fade  away,  either.  On  the 
contrary,  commercial  building  is  gaining  strength  as 
vacancy  rates  drop,  and  outlays  for  equipment  ty]3ical- 
ly  lag  behind  the  business  cycle.  Spending  slowed  last 
year  as  companies  saw  demand  fade  when  the  economy 
eased  in  1995.  Now,  with  the  economy  picking  up,  the 
need  for  new  capacity  will  lift  1997  spending. 

ALTHOUGH  CONSUMERS  MAY  STOP  to  catch  their 

breath  in  the  second  quarter,  production  should  keep 
the  economy  rolling.  That's  because  inventories  are 
not  growing  at  a  rate  that  allows  businesses  to  keep  up 
with  demand,  and  a  faster  rate  of  stockpiling  seems  in- 
evitable. Last  year,  inflation-adjusted  demand  for  goods 
rose  4%,  while  inventories  increased  only  1%.  In  Janu- 
ary, stockpiles  held  by  manufacturers,  wholesalers,  and 
retailers  rose  0.1%,  before  price  adjustment,  even  as 
sales  jumped  1.2%.  The  ratio  of  inventories  to  sales  fell 
to  a  record  low  of  1.37. 

With  inventories  so  lean,  industrial  production  will 
continue  to  increase,  if  not  speed  up.  Output  of  facto- 
ries, utilities,  and  mines  rose  0.5%  in  Febmary,  but  the 
advance  was  held  back  by  a  drop  in  utility  output, 
which  was  depressed  by  Februaiy's  mild  weathei*.  Pro- 
duction in  maniifactuiing  jumped  0.8%,  more  than  mak- 
ing up  for  January's  weather-related  drop  of  0.2%. 
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An  emerging  problem,  though,  is  that  factory  output 
starting  to  grow  faster  than  new  capacity  is  coming  o 
line  (chart).  In  fact,  capacity  growth  seems  to  be  easin 
a  bit,  the  result  of  last  yeai"'s  slowdown  in  capital  spenc 
ing.  That  means  the  capacity  utilization  rate  in  mam 
factming,  which  rose  to  82.5%  in  Febiiiaiy,  may  soon  er 
ter  the  83%-to-84%  range,  where  production  an 
distribution  bottlenecks  often  create  pricing  pressures 

For  now,  those  pressures 
look  nil.  Producer  prices  of  fin- 
ished goods  actually  fell  0.4% 
in  February,  and  core  prices, 
which  exclude  food  and  energy, 
dropped  0.1%.  Inflation  at  the 
consumer  level  is  equally  be- 
nign. Total  consumer  prices  for 
goods  and  services  increased 
0.3%  in  Febroiary,  while  core 
prices  edged  up  just  0.2%. 

Yet  even  with  the  current 
low  rate  of  inflation,  capacity  utilization  rates  bea 
watching.  To  maintain  this  virtuous  cycle,  demani 
gi'owth  must  stay  in  sync  with  the  ability  of  supplier 
to  satisfy  it,  and  you  can  be  sure  the  Fed  is  closel; 
watching  this  balancing  act.  That's  because,  as  fore 
casters  both  in  and  out  of  the  Fed  wiU  teU  you,  the  cos 
of  misjudging  the  economy's  momentum  in  1997  coul( 
be  underestimating  where  inflation  will  be  in  1998. 
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4  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA;  FEDERAL  RESERVE,  BUSINESSWEEK 


SLOWLY  AND  SHAKILY,  GROWTH  TIPTOES  IN 


The  Japanese  economy  is  show 
ing  signs  of  stronger  gr*owth, 
but  gains  will  be  limited  by  the 
restrictive  stance  of  the  fiscal 
1997  budget. 

Real  gr'oss  domestic  product  in 
the  fourth  quarter 
grew  at  a  strong  annu- 
al rate  of  3.9%. 
Growth  was  led  by  an 
18.4%'  jump  in  exports, 
while  business  invest- 
ment and  housing  fi- 
nally responded  to  low 
interest  rates. 

For  1997,  industrial 
output  started  the  first 
quarter  by  jumping 
5.3%  in  January,  the  biggest 
monthly  gain  on  record.  Auto  pr-o- 
duction  alone  was  up  12.6%.  The 
Ministry  of  International  Trade  & 
Industry  war-ned  that  output  fell 
back  in  February  and  March.  But 


THE  TRADE  SURPLUS 
MAY  HAVE  HIT  BOHOM 
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JAN  '96  FEB  '97 

▲  BILLIONS  OF  YEN.  12-MONTH 

MOVING  AVERAGE 
DATA  MINISTRY  OF  FINANCE.  BUSINESS  WEEK 


orders  rose  in  January,  while  in- 
ventories were  flat.  Those  data 
suggest  that  output  can  rebound 
in  the  spring. 

Exports  are  priming  the  factory 
pump,  thanks  to  the  yen's  14.5% 
dr'op  against  the  dol- 
lar over  the  past  year. 
After  surging  last 
quarter,  exports  in 
January  and  Febr-u- 
ary  still  averaged 
13.5%  above  year-ago 
levels.  As  a  result, 
the  trade  surplus' 
four-year  slide  has 
likely  ended  (chart). 
It  rose  to  686.7  billion 
yen  ($5.6  billion)  in  February,  up 
6.5%'  fr'om  a  year  ago. 

Even  household  spending  is 
showing  some  hfe,  despite  a  poor 
job  market  and  weakening  con- 
sumer sentiment.  Real  private 


consumption  gr*ew  at  a  4.9%  pace 
in  the  fomth  quarter,  and  nominal 
household  spending  rose  0.1%  in 
January.  But  that  gain  may  reflect 
buying  in  anticipation  of  the  April 
hike  in  the  value-added  tax. 

In  fact,  the  spoiler  in  the  out- 
look is  Japan's  new  fiscal  austeri- 
ty. The  gover-nment  budget  that 
begins  on  Apr.  1  will  Hkely  raise 
the  VAT  rate  from  3%  to  5%,  eHm- 
inate  some  tax  rebates,  and  in- 
crease medical-insurance  fees. 
That  drop  in  aftertax  income, 
along  with  slower  public-spending 
gr'owth,  is  why  the  government 
expects  real  gdp  to  grow  just 
1.9%  this  year,  compared  with 
3.6%  in  1996.  The  fiscal  cuts  will 
most  hurt  consumers  who  have 
only  begun  to  crawl  out  of  their 
slump.  The  question  is  whether 
rising  taxes  may  force  them  back 
into  hiding. 
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By  THE  TIME  YOU  FINISH  THE  COVER  STORY,  WE 
COULD  BE  ALL  FINISHED  WITH  YOUR  IRA. 
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GET  OUR  FREE 
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One  phone.  10  minutes.  Whew. 


Lxpcncncc 


rhc 


pleasure  of  ^^cttmsj  somcthinij  done  ahead  of  time.  Call 
Schwab's  IRA  Express  today  and  open  your  IRA  m  about  10 
minutes.  Then  piut  it  to  work.  With  easy  strategies  lor 
diversifying.  Over  600  no-load  funds.  A  whole  toolbox  of 
ways  to  measure  performance.  And  all  the  unbiased  help  you 
need.  No  minimum  to  open  and  no  annual  fee  for  life  with  a  balance  of 
$10,000.  Do  It  now  and  spend  the  weeks  until  tax  time  feeling;  smug. 
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IRS  regulations  require  the  signed  account  application  and  contribution  be  returned  to  Schwab  (post  marked  by  4/15/97)  to  be  eligible  as  a  1996  tax-year 
contribution.  Prospectuses  containing  more  complete  information,  including  management  fees,  charges  and  expenses,  are  available  from  Schwab.  Please  read 
carefiilly  before  investing.  No  .innu.il  tee  on  .iccounts  with  assets  of  $10,000  by  9/15/97.  Below  $10,000,  S29  fee  applies.  Set-up  and  m.nnr.  n  incc  K  i  ^  tor 
certain  IRA  assets  still  .ipply.  C>1997  Ch.irlc5  Schw.ib  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (3/97) 
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The  Way  It  Should  Be. 


News:  Analysis  &  Commentary 


WASHINGTON 
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THE  BACKLASH 
AGAINST  SOFT  MONEY 

Business  is  fed  up,  and  it  may  spur  campaign-finance  reformL. 


making  contributions  to  politicians.  "You 
don't  know  if  the  money's  being  spent 
on  cocktail  parties  and  limo  rides  or  on 
ads  that  benefit  statehouse  candidates 
in  Minnesota,"  gripes  a  lobbyist  for  a 
New  Jersey  company. 

What  changes  does  business  want  to 
see?  In  a  business  WEEKXHarris  Poll 
conducted  in  mid-March,  two  thirds  of 
the  400  top  executives  who  responded 
called  for  an  end  to  soft-money  dona- 
tions (page  35).  But  most  of  the  execu- 
tives— some  61% — would  like  greater 
freedom  to  make  direct  contributions  to 
campaigns  in  order  to  gain  access  to 
politicians  and  influence  business  is- 
sues. And  74%  said  that  the 
$5,000  cap  on  corporate  politi- 
cal action  committee  dona- 
tions is  fine  as  is. 

In  this  case,  a  little 
bit  of  self-interest 
may  be  just  the 
thing   to  prod 


Earlier  this  year.  Republican  fiind- 
raisers  asked  a  big  Wall  Street 
investment  house  for  a  donation 
to  the  Committee  to  Preserve 
the  Eisenhower  Center,  the  Re- 
publican Party's  Washington  headquar- 
ters. It  was  a  routine  request  for  the 
kind  of  "soft  money"  donation  that  has 
come  to  dominate  U.  S.  campaign  fund- 
ing. The  Eisenhower  Center  fund,  in 
fact,  easily  pulled  in  $1.4  million  dur- 
ing the  last  election.  But  when  the  call 
came  this  time,  the  c:eo  had  had  enough. 
"I'm  not  writing  any  more  checks  to 
that  damn  building,"  he  fumed  to  his 
Washington  lobbyist. 
BOTTOM-LINE  REASONS.  The  Wall  Street 
CEO  isn't  alone.  With  the  Donorgate 
scandal  shining  a  harsh  light  on  cam- 
paign fiiiance — and  Corjaorate  America's 
role  in  funding  the  money  machine — 
executives  are  weighing  in  on  how  to  fix 
the  system.  No,  they're  not  talking 
about  forgoing  political  contributions — or 
the  access  to  policymakers  that  they 
ensure. 

For  the  most  part,  executives  are 
joining  the  chorus  calling  for  curbs  on 
soft  money  because  they're  tired  of  end- 
less appeals  for  funds  that  may  not 
serve  their  interests.  The  unrestricted 
millions  sup])osedly  support  party- 
building  activities,  but  in  practice 
are  often  funneled  to  candidates 
throughout  the  country.  With  soft 
money,  donors  still  buy  clout.  But 
they  don't  get  the  direct  ac- 
cess that  comes  from 
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ishington.  If  business  leaders,  for 
■ir  own  reasons,  throw  their  weight 
lind  efforts  to  clean  up  the  campaign- 
mce  mess,  they  could  roll  over  con- 
!Ssional  resistance  to  sweeping  revi- 
ns  of  election-finance  laws.  "We 
iperately  need  grass-roots  account- 
lity  to  force  some  of  our  colleagues  to 
lize  this  is  a  cutting-edge  issue,"  says 
lator  John  F.  Kerry  (D-Mass.),  a  re- 
m  advocate. 

[t  isn't  hard  to  find  corporate  execu- 
ss  who  are  sick  of  soft-money  shake- 
A^ns.  "Soft  money  is  a  travesty," 
pes  Robert  Stuart,  the  former  chair- 
n  of  Quaker  Oats  Co.  Says  Mitchell 
rtzman,  ceo  of  Sybase  Inc.,  a  Cali- 
nia  software  maker:  "I  feel  tapped 
,."  He  gave  the  Democratic  National 
mmittee  more  than  $100,000  last  yeai; 
;  he  intends  to  give  less  in  the  future, 
le  whole  process  is  out  of  control." 
LISADERS.  Other  top  execs  say  they'll 
e  less  next  time.  too.  It's  easy  to  see 
y.  For  the  '96  election,  soft-money 
lations  shot  through  the  roof.  The 
itical  parties  raked  in  $262  million  in 
t  money,  triple  their  take  for  '92.  Ac- 
ding  to  Common  Cause,  a  nonprofit 
)up  that  tracks  donations  of  $10,000 
more,  corporations  and  executives 
lerated  93%  of  the  gop's  $138  million 
;kdoor-cash  hoard  and  74%  of  the 
ms'  $128  million  soft-money  cache. 
Business  donors  are  also  waiy  of  the 
)tlight  the  Donoi'gate  scandals  are 
owing  on  them.  Their  worst  fear:  be- 
:  dragged  into  messy  congi'essional 
uiries.  Ohio  Senator  John  Glenn,  the 
iking  Democrat  on  the  Senate  Gov- 
miental  Affairs  Committee,  plans  to 
11  tax-exempt  nonprofit  groups  with 
se  ties  to  the  Republican  Party.  But 
doesn't  rule  out  serving  subpoenas  on 
-cat  donors:  "We  will  consider  bring- 
;  CEOS  before  the  panel,"  he  says. 
A  few  prominent  businesspeople  are 
ning  the  wider  crusade  for  compre- 
nsive  campaign-finance  reform.  A 
mdation  controlled  by  financier 
orge  Soros  has  pledged  $3  million 
Public  Campaign,  a  nonprofit  group 
ing  to  build  support  for  public  fi- 
ncing  of  state  and  federal  elections, 
ros  is  also  aiding  a  handful  of  other 
Tipaign-reform  groups. 


THE  HEAVIEST  HITTERS 

Soft-money  donors  of  $250,000 
or  more-Jan.  1,  1995,  through 
Nov.  25,  1996 


REPUBLICANS' 


PHILIP  MORRIS 

$2,508,118 

RJR  NABISCO 

1,148,175 

AMERICAN  FINANCIAL  GROUP 

794,000 

ATLANTIC  RICHFIELD  (ARCO) 

766,506 

UNION  PACIFIC/SOUTHERN  PAC. 

692,460 

JOSEPH  E.  SEAGRAM  &  SONS 

685,145 

BROWN  &  WILLIAMSON 

635,000 

NEWS  CORP 

604,700 

AT&T 

546,440 

U.S.  TOBACCO  (UST) 

539,253 

DEMOCRATS* 

COMMUNICATIONS  WORKERS 
OF  AMERICA 

$1,108,425 

AMER.  FEDERATION  OF  ST.  CTY. 
&  MUNIC.  EMPL  (AFSCME) 

1,069,550 

WALT  DISNEY 

997,050 

JOSEPH  E.  SEAGRAM  &  SONS 

945,700 

UNITED  FOOD  &  COMMERCIAL 
WORKERS 

707,550 

REVLON  GROUP/MacANDREWS 
&  FORBES  HOLDING 

648,250 

LAZARD  FRERES 

617,000 

LORAL 

600,500 

MCI  TELECOMMUNICATIONS 

593,603 

LABORERS'  INTL.  UNION  OF 
NORTH  AMERICA 

580,400 

*  Includes  contributions  from  executives  and/or  subsidiaries. 

DATA;  COMMON  CAUSE 

New  York  investment  banker  Jerome 
Kohlberg  Jr  plans  to  spend  $1  million  a 
year  on  efforts  to  educate  voters  and 
lobby  Congi-ess  on  the  need  to  revamp 
the  system.  Kohlberg,  a  co-founder  of 
leveraged  buyout  pioneer  Kohlberg 
Kravis  Roberts  Co.,  backs  a  bill  spon- 
sored by  Senators  John  McCain  (R- 
Ariz.)  and  Russ  Feingold  (D-Wis.)  that 
would  ban  soft  money.  "It's  demeaning 
and  insidious,  and  it's  undermining  the 
whole  political  system,"  says  Kohlberg. 


Some  leaders  are  focusing  on  pubhc 
funding  for  TV  advertising.  "The  funda- 
mental problem  is  that  pohticians  have 
to  raise  all  this  money  to  buy  TV  com- 
mercials," says  Newton  N.  Minow,  for- 
mer chairman  of  the  Federal  Communi- 
cations Commission.  Barry  Diller, 
chairman  of  the  Home  Shopping  Net- 
work, has  come  out  in  support  of  a  pro- 
posal to  give  broadcasters  no-cost  li- 
censes for  new  airwave  spectrum  in 
return  for  fi'ee  air  time  for  candidates. 
That  would  cut  campaign  costs  and  en- 
courage more  substantive  debate,  says 
Paul  Taylor  of  the  Free  TV  for  Straight 
Talk  Coalition. 

Democrats  have  good  reason  to  clam- 
or for  refoiTTi.  Traditionally,  they've  been 
at  a  disadvantage  with  the  GOP  in  the 
money-raising  sweeepstakes.  Worse,  the 
cuiTent  flap  about  fimd-raising  abuses  is 
having  a  chilling  effect  on  their  donors. 
"Major  contributors  will  be  in  a  holding 
pattem  until  this  issue  is  resolved,"  says 
Nathan  Landow,  a  Bethesda  (Md.)  real 
estate  developer  and  veteran  Democra- 
tic fund-raiser. 

KEEPING  UP.  But  as  soft-money  king- 
pins, Republicans  will  fight  an  outright 
ban  on  these  donations.  "That  would 
amount  to  unilateral  disarmament  for 
the  GOP  because  unions  would  still  be 
free  to  get  out  the  vote  for  the  Democ- 
rats," says  Steven  Stockmeyer  of  the 
National  Association  of  Business  pacs. 
Indeed,  many  business  donors  say 
they'll  keep  giving  as  long  as  their  rivals 
do.  "Given  the  degi'ee  to  which  Federal 
Express  is  regulated,  it's  absolutely  nec- 
essary for  us  to  participate  in  the 
process,"  says  a  spokesman  for  FedEx, 
which  gave  $959,000  in  soft  money  to 
the  two  parties  for  '96.  Adds  Daniel 
Rappaport,  chairman  of  the  New  York 
Mercantile  Exchange:  "If  everyone  else 
is  giving  and  we  don't,  our  voice  won't 
be  heard." 

But  with  more  executives  embold- 
ened to  just  say  no,  Congress  may 
have  a  tough  time  resisting  new  fund- 
raising  curbs.  The  pols'  success  in 
putting  the  arm  on  business  could  well 
turn  out  to  have  been  too  much  of  a 
good  thing. 

By  Amy  Bomis  and  Mary  Beth  Re- 
gan in  Washington,  with  bureau  reports 
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BUSINESS  WEEK/HARRIS  EXECUTIVE  POLL 


LOOK  WHO  WANTS  TO  CHANGE  THE  SYSTEM 


As  Donorgate  unfolds,  the  campaign-fi 
nance  systena  is  drawing  the  ire  even 
of  its  biggest  patrons.  In  the  1996 
election,  70%  of  executives  contributed  an 
average  of  $3,278  apiece.  Now,  almost  as 
many  say  the  rules  need  an  overhaul.  Some 

REFORM.  PLEASE 

In  light  of  allegations  surrounding  the  Clinton  Admmistration's 
fund-raising  tactics,  which  of  the  following  statements  comes 
closest  to  your  views  about  the  current  system  of  financing 
political  campaigns? 

The  system  is  basically  sound  and  there  is  no 
need  to  change  anything  2% 

The  system  requires  only  modest  reforms 
needed  to  curb  occasional  abuses   29% 

The  system  is  broken  and  is  m  need  of 
fundamental  reform   68% 

Don't  know  1% 

HOW  TO  DO  IT 

Do  you  favor  or  oppose... 


FAVOR  OPPOSE 


DON'T 
KNOW 


Increasing  the  $1,000  limit  on  how 
much  money  individuals  can  give  to 
candidates,  while  imposing  stricter 
disclosure  requirements  61%  ....37%  2% 

Increasing  the  $5,000  limit  on  how 
much  money  PACs  of  corporations, 
labor  unions,  and  other  special 
interest  groups  can  give  25% 

Eliminating  PAG  contributions 
altogether  33% 

Ending  unlimited  "soft  money"  contri- 
butions to  political  parties  by 
corporations  and  other  interests  68% 

Encouraging  individual  giving  through 
tax  credits  for  contributions  49% 

Replacing  private  giving  with  taxpayer- 
supported  public  financing  of 
campaigns   37% 

Requiring  TV  and  radio  stations  to 
provide  candidates  free  air  time  56% 


..74% 


.63% 


..30% 


.49% 


.60% 


1% 


4% 


2% 


2% 


3% 


.43% 


1% 


CAMPAIGN  CONTRIBUTORS 

Did  you  contribute  money  in  1996  to  a  political  campaign,  or  not? 

Contributed  money  in  1996  70% 

Did  not  contribute  money  in  1996  30% 

SOFT-MONEY  SOURCES 

In  1996,  did  your  company  make  any  soft-money  contributions 
to  either  political  party,  or  not? 

Contributed  money  in  1996  18% 

Did  not  contribute  money  in  1995  59% 

Don't  know/refused  to  say  23% 


68%  favor  ending  unlimited  soft-money  con- 
tributions, and  many  support  stricter  dis- 
closure requirements.  In  part,  execs  want 
more  bang  for  their  bucks.  But  they  also 
may  simply  be  sick  of  solicitations:  Three- 
quarters  say  pressure  to  give  has  intensified. 

REASONS  TO  WRITE  THE  CHECKS 

For  each  of  the  following  please  tell  whether  this  is  a  major 
reason,  a  minor  reason,  or  not  a  reason  at  all  why  you  or  your 
company  makes  political  contributions. 

MAJOR     MINOR      NOT  A  DON'T 
REASON  REASON    REASON  KNOW 

Making  political  contributions  is  my  way  of  supporting 

the  democratic  process  59%. ...33%  7%  ....1% 

I  have  strong  political  views  and  want  to  support  a 

political  party  and  candidates  who  share 

my  convictions  65%. ...26%  8%  ....1% 

My  company  and  I  hope  to  gain  access  to  politicians  so 

we  can  gain  fair  consideration  on  issues  affecting 

our  business   50%.. ..27%.. ..19%  ....4% 

My  company  and  I  hope  to  get  preferential  consideration 

on  regulations  or  legislation  benefiting 

our  business   17%....34% ....44%  ....5% 

1  fear  I  may  be  at  a  competitive  disadvantage  to  a  rival 

on  some  issue  if  I  don't  give   30%.. ..28%. ...40%  ....2% 

I  fear  I  may  lose  influence  to  labor  or  environmental 

groups  if  I  don't  give  25%... .33%. ...40%  ....2% 

My  company  encourages  me  to 

donate  to  its  PAC  26%. ...35%. ...36%  ....3% 

I  have  personal  connections  to 

a  candidate  21%. ...30%. ...48%  ....1% 

PARTY  PLEAS 

Would  you  say  that  the  pressure  from  political  parties  to 
contribute  money  in  the  last  election  intensified  sharply, 
intensified  somewhat,  abated  somewhat,  or  abated  sharply? 

Intensified  sharply   30%     Abated  sharply  0% 

Intensified  somewhat  ....47%     Don't  know   18% 

Abated  somewhat  5% 


PRESSURE  TACTICS 

Have  you  ever  felt  pressured  for  a 
political  contribution  in  a  manner 
that  made  you  feel  uncomfortable? 


Yes,  felt  pressured  ..22% 
No,  did  not 
feel  pressured  78% 


CALLS  FROM  THE  POLS 

Has  a  candidate  ever 

Candidate  personally 

personally  solicited  you  for 

solicited   

53% 

a  campaign  contribution. 

Have  not  been 

or  not? 

personally  solicited 

47% 

EDITED  BY  KEITH  H.  HAMMONDS 


Survey  of  400  senior  executives  at  large  public  corporations.  Inter- 
views were  conducted  Mar.  11-18,  1997,  for  business  week  by 
Louis  Harris  &  Associates  Inc.  Complete  results  are  available 
from  Business  Week  Online,  on  the  World  Wide  Web  at  www. 
businessweek.com,  and  on  America  Online  (key  word:  BW). 


36  BUSINESS  WEEK  /  MARCH  31,  1997 


HE  CHINA  CONNECTION'S 
OEING  CONNECTION 

30ssible  link  between  the  plane  maker  and  John  Huang 


■he  name  sounds  innocuous — the 
Council  on  U.  S.-China  Affairs.  But 
this  now-inactive  group,  aimed  at 
)roving  China's  image  in  the  U.  S., 
y  provide  insights  into  the  extent  to 
ich  John  Huang,  the  ex-Commerce 
pt.  official  and  Democratic  fund-raiser 
the  center  of  the  Donorgate  scandal, 
5  involved  with  efforts  of  U.  S.  coi"po- 
ions  and  the  Chinese  embassy  to  in- 
mce  China  policy. 

rhe  council  was  founded  by  Xue 
ipei,  a  dissident  who  fled  China  after 

1989  Tiananmen  Square  massacre. 
;  goal  was  to  keep  China's  economy 
in,  in  hopes  that  democratic  refomns 
old  follow.  Xue's  gi'oup  got  its  fimding 
m  Boeing  Co.,  which  sees  China  as 
il  to  its  futm-e.  And  Xue  appears  to 
^e  kept  China's  embassy  and  Huang 
)rmed  about  the  council's  activities. 
•DATE."  A  seven-page  memorandum 
m  Huang's  files  at  the  Democratic  Na- 
lal  Committee  lays  out  details  of  the 
incil's  public  strategy.  The  memo,  dat- 
Jan.  15,  1996,  is  from  Xue  to  both 
eing  and  members  of  the  council 
ang's  copy  includes  a  cover  note  de- 
ibing  the  memo  as  an  "update  on 
ategies  and  programs  I  drafted  for 
cussion  with  oiu*  paitners,  Hke  Boeing 
this  case,  and  with  the  Embassy."  The 
mo  doesn't  spell  out  which  embassy, 
:  elsewhere,  the  document  says  that 

council's  "China  paitners"  would  pay 


expenses  incuiTed  by  congi'essional  dele- 
gations to  China  hosted  by  the  council. 

The  document,  obtained  by  business 
WEEK,  affords  a  glimpse  of  Huang's  net- 
work. Former  colleagues  of  Xue  say 
Huang  as  well  as  a  Boeing  representative 
attended  a  council  seininar  for  congTes- 
sional  staffers  last  year.  Huang's  lawyer 
refused  to  comment. 

A  Boeing  spokesman  says  the  com- 
pany never  belonged  to  the  Council  on 
U.  S.-Cliina  Affaii-s.  But  Boeing  concedes 
it  gave  the  gi-oup  a  .$10,000  gi'ant,  rea- 
soning that  a  foiTner  dissident  lent  cred- 
ibility to  calls  for  giving  China  most- 
favored-nation  status  and  entiy  into  the 
World  Ti'ade  Organization — which  Boe- 
ing felt  would  help  its  China  business. 
"His  goal  meshed  with  our  goal,"  says 

*4  John:  A  Good  Happy  New 
Year!  What  follows  is  an 
update  on  strategies  and 
programs  I  drafted  for 
discussion  with  our  partners, 
like  Boeing  in  this  case,  and 
with  the  Embassy" 

XUE  HAIPEi 

From  a  cover  note  on  a  memo  to  Boeing 
and  the  Council  on  U.S. -China  Affairs 


CHINA  INTERESTS 

Boeing  funded  the  Council  on 
U.S. -China  Affairs,  a  group  with 
ties  to  fund-raiser  Huang  (inset) 

Boeing  spokesman  Tim  Neale.  "But  we 
weren't  coordinating  with  each  other." 
Boeing  also  denies  that  any  of  its  ef- 
forts were  synchronized  with  China's 
government  or  that  they  knew  of 
Huang's  contacts  with  Xue.  Council 
spokesman  Ya  Li  says  the  gi'oup,  which 
has  closed  its  Washington  office  for  lack 
of  funds,  never  received  money  from 
the  Chinese  government. 

Any  link  to  Huang  would 
prove  embaiTassing  to  Boeing, 
given  his  gi'owing  Donorgate 
notoiiety.  business  week  has 
learned  that  Huang  registered 
as  an  adviser  to  Lippo  Group 
when  he  attended  an  April, 
1996,  International  Finance 
Corp.  global  retailing  semi- 
nal'— even  though  Huang  was 
a  DNC  vice-chau'man.  In  that 
post,  he  was  allowed  to  have  outside  em- 
ployment. But,  a  DNC  spokeswoman  says, 
he  never  told  superiors  he  was  woi'king 
for  the  Indonesian  banking  gi"oup,  which 
is  ovraed  by  ethnic  Cliinese.  Justice  Dept. 
and  congi'essional  investigatore  ai'e  prob- 
ing whether  Huang  helped  Lippo  pass 
sensitive  infonnation  to  China  in  order  to 
ciu'iy  favor 

TROUBLESOME.  The  escalating  Donor- 
gate scandal  is  clearly  complicating 
U.  S.-China  relations.  Vice-President  Al 
Gore,  who  will  visit  Beijing  on  Man  24, 
is  I'econsidering  plans  to  officiate  at  the 
contract  signing  for  China's  $1  billion 
pm-chase  of  Boeing  777s.  NoiTnally,  Gore 
would  jump  at  the  chance  to  associate 
himself  with  Boeing's  victory  over  Eu- 
rope's Aii'bus  Industrie.  But  Gore's  aides 
are  urging  him  to  avoid  appearing  to 
endorse  Boeing's  pro-China  positions. 

Similarly,  House  Speaker  Newt  Ging- 
rich (R-Ga.)  is  under  mounting  pressiu*e 
to  cancel  a  China  trip  he  and  nine  other 
members  are  scheduled  to  take  in  late 
March.  Representative  Douglas 
Bereuter  (R-Neb.),  an  ardent  men  sup- 
porter, and  seven  other  congressmen 
have  canceled  a  trip  to  China  sponsored 
by  a  nonprofit  foundation. 

Soiu'ces  close  to  the  wro  negotiations 
say  heightened  tensions  in  Washington 
will  make  it  difficult  to  complete  a  deal 
with  China.  And  the  scandal  has  turned 
the  annual  campaign  to  renew  China's 
MEN  trade  status  into  a  no-holds-barred 
battle.  Businesses  with  links  to  China 
are  watching  carefully — fearing  that 
they  could  get  caught  up  in  the  mess. 

By  Paula  Dwyer,  until  Amy  Borrus  in 
Wastiington,  Fete  Engardio  in  New  York, 
and  Dexter  Roberts  in  Beijing 
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TRUSTBUSTERS 


THE  FEDS  STORM 
A  PLASTIC  FORTRESS 

At  issue  now:  Interlocking  ownership  of  Visa  and  MasterCard 


Visa  USA  Inc.  and  MasterCard  Inter- 
national Inc.  have  dominated  the 
U.  S.  credit-card  market  ever  since 
bank-issued  plastic  invaded  consumer 
wallets  two  decades  ago.  The  two  non- 
profit bank  associations  have  ridden  the 
wave  of  the  credit-card  business,  now 
estimated  at  $707  biUion  in  U.  S.  pur- 
chases in  1996. 

But  now  the  giants  may  be  in  for  a 
rude  awakening,  business  week  has 
learned  that  the  Justice  Dept.  is  broad- 
ening an  ongoing  investigation  of  the 
twin  towers  of  plastic.  The  inquiiy  now 
wiW  include  questions  that  could  force  a 
top-down  restructuring  of  the  entire 
credit-card  industry — a  breakup  of  the 
Visa-MasterCard  "duopoly"  that,  ana- 
lysts say,  might  reshape  the  industry 
the  way  the  breakup  of  at&t  changed 
telecommunications.  Meanwhile,  the 
Federal  Ti-ade  Commission  is  mulling 
its  own  probe  of  alleged  efforts  by  Visa 
to  make  merchants  accept  its  debit 
cards  as  a  condition  for  using  the  asso- 
ciation's popular  credit  card. 

The  FTC  and  Justice  decline  to  com- 
ment on  their  activities.  But,  says  New 
York  antitrust  attorney  Lloyd  Con- 
stantine,  who  has  filed  an  antitnist  law- 
suit against  Visa  in  federal  court  in 
Brooklyn:  "All  these  efforts  are  mani- 
festations of  the  same  issue:  Visa  and 
MasterCard's  market  power." 

Together,  Visa  and  MasterCard  ac- 
count for  three-quarters  of  credit-card 


purchases  by  U.  S.  cardholders — vdth 
Visa  at  a  50%  share  and  MasterCard  at 
24%  as  of  mid-1996,  according  to 
newsletter  The  Nilson  Report.  That 
clout  piqued  the  interest  of  regulators 
last  summer,  when  Justice  intensified 
its  inquuy  into  conditions  that  Visa  and 
MasterCard  place  on  issuing  banks.  The 
agency  has  been  looking  into  their  poU- 
cies  that  prevent  rival  card  issuers, 
such  as  American  Express  Co.  and  Dis- 
cover, fi'om  getting  banks  to  issue  theii' 
cards,  too.  AmEx  and  Discover  won't 
comment  on  the  pending  investigation. 
Visa  and  MasterCard  say  their  rivals 
have  tluived  without  commercial  banks. 
STRONG-ARMS?  According  to 
knowledgeable  soiu'ces,  the  etc 
is  now  entering  the  fray,  looking 
closely  at  allegations  against 
Visa  brought  by  Constantine 
last  December  on  behalf  of 
Wal-Mart  Stores  Inc.  and  The 
Limited  Inc.  The  retailers  say 
Visa  makes  them  accept  its  debit 
cai'd,  for  which  Visa  charges  $1.10 
per  $100  in  transactions,  if  they 
wish  to  use  its  credit  card.  But 
other  debit  card  issuers  charge 
much  lower  prices,  and  the  re- 
tailers would  rather  use  those. 
"Why  would  any  store  accept 
something  for  $1.10  when  they 
could  buy  a  better  service  for 
less  than  10(Z?  They  wouldn't  un- 
less forced  to,"  Wal-Mait  chai'ges 


CREDIT  HISTORY  Questions  about  Visa  and  MasterCard  practices 


1990  Visa  prohibits  members 
from  offering  rivals'  cards  other 
than  MasterCard  and  Diners 
Club. 

1994  An  appellate  court 
upholds  Visa's  right  to  exclude 
as  members  banks  that  offer 
competing  credit  cards  such  as 
Discover. 


attempt  to  bar  members  from 
issuing  AmEx  cards  in  Europe. 
AmEx  later  files  similar  actions 
in  Latin  America.  Visa  drops 
rulemaking  efforts  in  both 
regions. 

JUNE,  1996  MasterCard  adopts 
policy  to  ban  U.S.  members  from 
offering  AmEx  and  Discover. 


JANUARY,  1996  American 
Express  launches  antitrust  com- 
plaint against  Visa's  alleged 


FALL,  1996  Justice  Dept.  revs 
up  its  antitrust  investigation  of 
Visa  and  MasterCard. 


tie 
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in  a  statement.  The  Limited  vdll  n 
comment  on  the  suit.  Visa  USA  says  it 
not  aware  of  any  etc  inquiry. 

Meanwhile,  Justice's  probe  is  expan|(t(iex 
ing  to  take  in  the  whole  structure 
the  credit-card  industry,  according 
sources  close  to  the  inquiry.  They  s; 
Justice  is  looking  beyond  internal  Vi 
and  MasterCard  policies  to  the  inte  fjierai 
locking  ownership  of  the  two  associ 
tions  by  the  nation's  biggest  banks,  i 
cooperative  associations,  the  bank  mei  ue  Of 
bers  of  Visa  and  MasterCard  are  al  j, 
owners.  And  since  they  are  membe  icsebt 
owners  of  both  Visa  and  MasterCai  jii  Or 
the  banks  may  be  unwilling  to  urge  Vi 
and  MasterCard  to  undennine  each  ot 
er  with  fierce  competition.  Ideally,  s;  $\k 
antitnast  experts.  Visa  and  MasterCa 
should  have  separate  owners.  As  riva  aJe,' 
they'd  have  less  of  an  incentive  to  cor 
bine  forces  against  AmEx  and  Discovf 

Visa  and  MasterCard  acknowledj 
Justice  is  concerned  about  the  industi 
structure,  but  they  aren't  buying  tl  lessar 
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runieiit.  Visa  usA  General  Counsel 
ul  Allen  says  Justice  "has  failed  to 
ntify  any  competitive  problem  in  the 
lustry."  Adds  MasterCard  Senior 
;e-President  Charlotte  Rush:  "The 
•rent  industry  structure  has  given 
3  to  extraordinarily  intense  competi- 
n."  But  if  Justice  decides  to  bust  up 
!  credit-card  industry  framework,  it 
lid  be  as  significant  as  the  1984  con- 
it  decree  that  AT&T  accepted  to  settle 
ederal  antitrust  suit — and  which  led 
the  restructuring  of  the  telecommu- 
ations  industry. 

^SE  OF  THE  DECADE."  At  the  most 
;reme,  Justice  may  force  banks  to 
)0se  between  issuing  Visa  or  Master- 
rd.  Or  the  agency  could  forbid  large 
ners  of  Visa  to  offer  MasterCard  to 
)mote  competition.  But  the  banks 
uld  be  in  an  uproar  over  the  lack  of 
)ice.  It  would  be  "the  case  of  the 
;ade,"  says  William  E.  Kovacic,  an 
itrust  law  professor  at  George  Mason 
iversity. 

rhe  two  giants  say  they're  prepared 
fight  Justice  in  court — for  years,  if 
jessary.  And  industry  experts  note 
it  unraveling  the  associations'  tan- 
d  interlocking  ownership  would  be 

easy  task.  "Breaking  up  Visa  and 
MasterCard  is  more  difficult  by  a 

factor  of  1,000  than  breaking  up 

AT&T,  which  took  10  years,"  says 
David  Robertson,  president  of  The 
Nilso7i  Report. 

That's  why  agency  trustbusters 
may  not  make  a  decision  on  this 

case  until  Acting  Assistant  Attor- 
ley  General  Joel  I.  Klein,  who  has 
aken  the  lead  on  the  matter,  is  con- 
inned  in  his  new  post  by  the  Senate. 
Klein  is  slated  to  meet  with  the  par- 
ses to  discuss  the  case  in  early  Api-il. 
And  if  regulators  decide  to  bust  up 
the  cai'd  associations,  lawyei"s  for  Visa 
and  MasterCard  may  be  learning 
more  about  what  happened  to  old  Ma 
Bell  than  they  ever  imagined. 

By  Catherine  Yang  in  Washing- 
ton, with  Alison  Rea  in  New  York 


MARCH  1997  Justice  is 
broadening  its  inquiry  to  ques- 
tion not  only  Visa  and  Master- 
Card rules,  but  also  an  indus- 
try structure  allowing  bank- 
card  issuers  to  be  owner-mem- 
bers of  both  Visa  and  Master- 
Card. Any  change  could  lead  to 
a  radical  shift  in  long-standing 
industry  practice.  Meanwhile, 
the  FTC  is  looking  into  "tying 
arrangements"  regarding  Visa 
debit  cards. 


FINANCE 


A  HARD  BLOW 
FOR  EASY  CREDIT 

Rising  debt  has  many  credit-card  issuers  rethinking  low  rates 


1; 


Ihe  days  of  easy  money  are  ending 
fast  for  banks  and  othei'  credit-card 
issuers.  The  costs  of  financing  cred- 
it-card opei-ations  may  nse  for  all  banks, 
ovdng  to  record  default  I'ates  and  the 
alarming  news  from  one  of  the  hottest 
issuers,  Advanta  Corp.  On  Mar.  17,  the 
Spring  House  (Pa.)  company  announced 
that  with  decreasing  revenue  and  rising 
delinquencies,  it  vdll  lose  .$20  million  in 
the  fii'st  quarter.  It  is  also  reviewing 
strategic  alternatives,  including 
selling  the  business.  "This  will  dri- 
ve up  the  cost  of  borrowing  and 
cause  [the  companies]  to  revisit 
their  pricing  schedules  for  consumers," 
says  Helene  L.  Moelil- 
man,  a  senior  director 
at  the  Fitch  Investors 
Service  rating  firm. 
"Somebody's  got  to 
pay  for  it." 

Card  issuers  may 


MAXING  OUT  ON  DEUNOUENGIES 


Charge-offs  for  bad  credit-card  debt 
for  the  largest  issuers,  as  a  percent 
of  receivables 

mi/96  mv9i 


this  on  themselves, 
what  with  their  tur- 
bo-charged marketing 
efforts.  Over  the  past 


and  others  have  flood- 
ed the  market  with 
offers  of  cards  with 
"teaser"  rates  as  low 
as  5.9%.  In  response, 
borrowers  have 
sharply  ratcheted  up 
theii"  debts,  and  many 
ai'e  now  imable  to  pay  them. 
Charge-offs  for  bad  debts 
have  been  rising  sharply. 
While  Advanta  charged  off 
just  2.6%  of  its  receivables  as 
uncollectible  at  the  end  of  1995,  the 
company  now  expects  that  figui'e  will 
rise  to  as  much  as  7.5%  of  a  $14.5  biUion 
portfolio  by  the  end  of  this  year. 
Charge-offs  at  Banc  One  Corp.  were 
6.8%  in  1996,  while  First  Chicago/NBD 
Corp.'s  hit  6.7%. 

"CATCH  A  COLD."  Advanta  was  not  the 
first  card  issuer  to  feel  the  pain  ft"om 
rising  delinquencies  on  card  accounts. 
In  Febmai-y,  Banc  One  promised  to  take 
steps  such  as  making  additional  collat- 
eral available,  if  necessary,  for  some 
$2.7  billion  in  secuiities  backed  by  cred- 
it-card receivables.  Moody's  Investors 
Service  had  threatened  to  downgi-ade 
the  securities  because  of  rising  dehn- 
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quencies.  First  Chicago  and  Fii-st  Union 
have  had  to  take  steps.  Judah 
Ki'aushaar,  an  analyst  at  Merrill  Lynch, 
says  investors  still  have  an  appetite  for 
cai-d-backed  securities,  but  that  could 
change.  And  Gerard  Cassidy,  an  ana- 
lyst at  Tucker  Anthony,  says  that  all 
card  issuers  could  be  affected  by  a 
worsening  market.  "The  only  question," 
he  says,  "is  which  players  catch  a  cold 
and  which  get  pneumonia  and  die." 

Rising  credit-card  costs  could 
quickly  turn  into  earnings  prob- 
lems for  banks.  First  Chicago/ 
NBD,  for  example,  earned  $347 
million  from  its  credit-card  unit  in 
1996.  But  on  Mar.  18, 
bank  officials  warned 
analysts  that  despite 
having  scaled  back  so- 
licitations last  June, 
they  e.xpect  bad  loans 
to  cause  the  unit  to 
contribute  less  this 


turn  on  equity  it  gen- 
erated in  1996. 

Advanta  officials 
won't  say  whether  or 
not  they  plan  to  thi-ot- 
tle  back  on  marketing 
efforts.  They  project 
that  then-  outstanding 
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from  a  current  $12.5 
billion  to  as  much  as 
$14.5  billion  by 
yeai'end,  a  16%  rise.  But 
it's  possible  some  of  Ad- 
vanta's  rivals  will  wind 
up  capping  Advanta's 
growth:  If  the  company 
raises  rates  and  fees  on  its  cards  and 
tightens  credit  standards,  more  aggi'es- 
sive  issuers  will  undoubtedly  step  in  to 
lure  bargain-hunting  customers  away. 

With  a  record  1.1  million  personal 
bankruptcies  across  the  country  last 
year,  some  critics  say  that  the  tighten- 
ing is  long  overdue.  Still  others  even 
welcome  Advanta's  woes.  "These  losses 
are  the  most  effective  discipline  on  the 
market,  on  the  issuers,"  says  Stephen  J. 
Brobeck,  executive  director  at  Con- 
sumer Fedei'ation  of  America.  That  dis- 
cipline will  mean  pain  for  more  card  is- 
suers— and  consumers. 

By  Joseph  Weber  in  Philadelphia, 
with  Alison  Rea  in  New  York 
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SCANDALS 


SEX  LIES 

AND  HOME  IMPROVEMENTS? 

Ex- Astra  USA  chief  Bildman  is  charged  with  bilking  $1  million 


I 


t  was  spring  of  1994,  and 
Lars  Bildman  had  just 
bought  a  $1.8  milhon  man- 
sion in  a  tony  section  of 
Brookline,  Mass.  But  to  Bild- 
man's  hypercritical  eye,  his 
new  digs  needed  a  major 
overhaul,  starting  with  the 
driveway.  It  seems  the  of- 
fending roadway  traversed 
the  ft'ont  of  the  property.  So 
Bildman  ordered  it  moved,  a 
huge  undertaking.  Bildman, 
then  chief  executive  of  Astra 
USA  Inc.,  didn't  seem  fazed  by 
the  cost.  And  with  good  rea- 
son, according  to  the  land- 
scaper,  Alan  Steiman's  Land- 
scape Inc.:  Bildman  told  the 
company  to  bill  Astra  for  the 
bulk  of  the  work. 

That  apparently  cavalier 
behavior  finally  seems  to  have 
caught  up  with  Bildman.  Fed- 
eral agents  arrested  the  51- 
year-old  Swedish  ex-e.\ecutive 
on  Mai'.  12  at  the  Viking  Re- 
treat, his  Ivillington  (Vt.)  va- 
cation home,  and  charged  him 
with  o5  counts,  including 
fraud  and  tax  evasion.  Ac- 
cording to  the  indictment, 
Bildman  bilked  Astra  out  of 
moi'e  than  $1  million  by  get- 
ting the  company  to  pay  for 
unauthorized  personal  ex- 
penses, including  renovations, 
family  vacations,  and  even 
cruises  aboard  yachts  staffed 
with  high-priced  prostitutes. 
Astra  says  it  had  no  idea  this  was  hap- 
pening. "Mr.  Bildman,"  says  First  As- 
sistant U.S.  Attorney  Mark  W.  Pearl- 
stein,  "treated  Asti'a  as  if  it  were  his 
own  personal  piggy  bank." 
BURIED  TREASURE.  The  criminal  indict- 
ment is  just  the  latest  headache  for 
Bildman,  who  was  fired  last  June  after 
BUSINESS  WEEK  exposed  allegations  of 
rampant  sexual  harassment  and  other 
abuses  at  Astra  usa,  a  unit  of  Swedish 
drugmaker  Astra.  Bildman's  attorney, 
Roderick  MacLeish  Jr.,  says  his  client 
"vigoi-ously  and  imeciuivocaUy  denies  the 
allegations  set  forth  by  the  government." 
And  in  the  past,  he  has  said  that  Bild- 


mvm  m  Vermont 

Bildman,  arrested  at 
his  Viking  Retreat 
ski  home,  "treated 
Astra  as  if  it  were  his 
own  personal  piggy 
bank,"  says  an  assis- 
tant U.S.  attorney 


man  paid  for  the  i-enovations  himself. 

According  to  the  indictment,  though, 
Bildman  used  a  fairly  straightforward 
scheme  to  get  Astra  to  pay  for  the 
renovations.  He  simply  used  many  of 
the  contractors  working  on  an  expan- 
sion of  Astra's  Westborough  (Mass.) 
headquarters  campus.  Bildman  told  the 
contractors  to  bury  the  cost  of  his  per- 
sonal work  in  their  regular  invoices, 
Pearlstein  says.  And  though  Bildman 
paid  for  a  portion  of  the  work,  the  true 
costs  were  far  higher,  sources  close  to 
the  case  claim — in  part  because  of  Bild- 
man's extravagance. 

The  landscaping  is  a  case  in  point. 


Steiman's  landscaping  firm  did  mo) 
than  $200,000  worth  of  woi'k  at  Bil( 
man's  Brookline  mansion,  according 
office  manager  Frank  Haley.  Besidf  ||*][ 
moving  the  cbiveway,  the  company  plan 
ed  18-foot  trees,  installed  a  spiinkler  sy 
tem,  and  more.  "The  excavators  wei  g§( 
there  one  whole  summer  just  doin 
stuff,"  says  Haley,  who  adds  that  near! 
eveiything  was  billed  to  Astra.  I:  " 

Bildman's  high  living  at  Ai 
tra's  expense  also  include 
several  libidinous  cruises,  th 
indictment  says.  Prosecutoi  HYI 
won't  provide  details,  bi 
soiu'ces  say  one  such  trip  w£ 
made  June  28-30,  1995.  Bik 
man  and  two  other  Astra  e? 
ecs  took  a  three-day  tri| 
aboard  the  72-foot  mote 
yacht  Lady  Els  in  Florid^ 
Captain  Hany  Furey  says 
was  told  the  execs  would 
biinging  then*  gii'lfriends.  Bu| 
he  says,  "it  didn't  take  a  bn 
surgeon  to  figure  out  whs 
was  going  on"  when  thi-ee  all 
tractive  women  boarded — ani 
introduced  themselves  to  th| 
men. 

HIRED  HELP.  During  the  triji 
Furey  recalls,  the  execs  gu^ 
zled  wine,  ogled  when  thi 
women  sunbathed  topless,  an( 
frecjuently  disappeared  int 
the  staterooms  with  them.  To 
tal  cost  of  the  cnaise:  $5,15C 
not  counting  the  pi'ostitutes 
The  indictment  says  that  oi 
several  such  ciiiises,  Bildmai 
paid  prostitutes  as  much  ai 
$1,500  a  day  apiece  and  hac 
Astra  foot  the  bill. 

One  potential  Bildman  de 
fense  is  that  higher-level  As 
tra   execs    winked    at  hif^ 
extravagances,  wiiich  the  com 
pany  denies.  MacLeish  wil 
not  comment  on  Bildman's  poi 
tential  defense.  But  Bildmar 
may  have  made  a  crucial  error  in  1996 
when,  prosecutors  say,  the  BUSiNESi 
WEEK  probe  provoked  him  to  attempt  £? 
coverup.  They  claim  that  he  destroyec^ 
Astra  records  and  asked  contractors  tcf 
destroy  records  of  work  on  his  homes  I 
Legal  experts  predict  that  prose  cutors|  i 
will  argue  the  alleged  coverup  is  evi-j;' 
dence  of  Bildman's  guilt. 

Bildman's  12-room  Brookline  house 
is  now  up  for  sale,  for  $2.8  milhon.  The'" 
listing  sheet  says  that  it  has  been  "to- 
tally redone"  and  is  "lushly  landscaped.'] 
Maybe  the  next  owner  will  decide  thatj 
the  driveway  is  just  fine  where  it  is. 

By  Mark  Maremojit  in  Bostonl 


i 
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Introducing 

CFO  Vision 


TH  E  POWER  TO 

FIGURE  IT  OUT. 


DECISIONS  ARE  TOUGHER. 


IME  IS  CRrriCAL 


RESOURCES  ARE  LEANER. 


>NDTHE  BUCK  STOPS  WITH  YOU. 


HYPE  JUST  WONT  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively. . .and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency 

Powerful,  award-winning  data  warehousing, 
OLAP,  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 

at  bw@sas.sas.com 


919.677.8200    Fax  919.677.4444  wvw/.sas.com/vision/ 


fM 


SAS  IS  a  registered  trademark,  and  CFO  Vision  a  trademark, 
ot  SAS  Institute  Inc  Copyright  ©  1996  by  SAS  "nstttute  Inc 


News:  Analysis  &  Commentary 


EXECUTIVE  SUITE 


WHERE  PARTING 

IS  SUCH  A  SWEET  DEAL 

These  days,  exit  packages  for  top  execs  are  staggering 


w 


fhen  Phillip  B.  Rooney  stepped 
down  as  ceo  of  long-suffering 
WMX  Technologies  Inc.  last 
month  after  pressure  from  investor 
George  Soros,  corporate-governance 
types  congratulated  themselves.  The 
system,  they  said,  was  working. 

Working  for  whom?  On  Mar.  14, 
WMX  disclosed  in  its  annual  sharehold- 
er proxy  statement  that  the  depart- 
ing executive  would  get  a  ,$2.5  million 
salary  in  each  of  the  next  five  years, 
thanks  to  the  board's  interpi-etation  of 
the  tenns  of  his  contract.  Says  director 
Peter  H.  Huizenga  of  the  deal:  "It  is 
one  of  these  things  you  have  to  live 
with." 

Apparently.  In  the  current  environ- 
ment of  soaring  stock  prices,  mega- 
mergers,  and  restructurings,  Rooney's 
cushy  exit  deal  isn't  unusual.  As  the 
proxies  roll  out,  such  deals  are  surfac- 
ing across  Corporate  America.  Iron- 
clad employment  contracts  and  friendly 
boards  mean  departing  executives — 
whether  retiring,  quitting,  being 
merged  out  of  a  job,  or  getting  the 
boot — are  leaving  with  full  pockets. 
"There's  got  to  be  something  wrong 
with  the  system,"  says  compensation 
expert  Graef  "Bud"  Crystal.  "People 
are  being  allowed  to  dictate  temis  that 
give  huge  rewards  under  all  [situa- 
tions], including  abject  failure." 

Crystal  should  know,  since  he  had  a 
hand  in  weaving  the  most  outsize  plat- 
inum parachute  so  far — Michael  Ovitz' 
estimated  .$94.5  million  in  cash  and  op- 
tions from  Walt  Disney  Co.  That  was 
Ovitz'  compensation  for  being  forced 
out  as  president  after  14  controversial 
months.  His  payout  drew  a  protest 
from  shareholders  at  Disney's  annual 
meeting. 

SECURITY  BLANKETS.  Executives  doip't 
have  to  be  that  high-profile  to  get 
sweet  deals,  though.  Mattel  Inc.  Chair- 
man John  W.  AmeiTTian,  who  retired  as 
CEO  in  1996  after  a  well-regarded  10- 
year  tenure,  negotiated  a  deal  that 
helped  protect  him  from  a  disappoint- 
ing final  year.  The  toymaker's  failure  to 
meet  internal  targets  meant  that 
Amerman  didn't  earn  an  award  under 
the  1996  incentive  plan.  No  matter: 
The  board  gave  him  a  "special  achieve- 


ment bonus"  of  $370,000  for 
goals  achieved  in  1995.  He 
was  also  named  part-time 
"senior  adviser"  to  ceo  Jill 
E.  Barad  through  1998,  at 
$1.1  million  a  year — his  ceo 
salary. 

Clearly,  executives  are 
using  any  new  contract 
talks  as  an  opportunity  to 
protect  themselves  from 
any  eventuality.  Better  cor-- 
porate  governance  mean- 
top  jobs  are  more  at  risk 
than  they've  been  in  the 
past,  so  execs  are  trying 
to  compensate  in  advance. 
"There's  great  insecurity, 
and  perhaps  some  people 
are  overreacting  by  mak- 
ing   splendid  arrange- 
ments," says  Pearl  Mey-  . 
er,    president    of  pay 
consultants  Pearl  Meyer 
&  Associates  Inc. 

Occidental  Petroleum 
Corp.  Chairman  Ray  R. 
Irani  is  a  case  in  point. 
In  1991,  Irani  negotiated 
a  deal  so  that  when  he 
decides  to  retire,  he'll 
get  50%  of  his  highest 
annual  compensation — 
including  salary,  bonus, 
and  restricted  stock — 
for  life.  Since  he  made 
$6.6  million  last  year — 
including  an  extra  $1.2 
million  to  cover  Cali- 
fornia's high  person- 
al income  taxes — it 
should  make  for  a 
comfortable  post- 
executive  lifestyle. 
The  company  referred  questions 
about  the  payout  to  the  proxy,  which 
points  out  that  Irani  has  remained  at 
the  same  base  salary  since  1992. 

Even  executives  who  wind  up  out 
the  door  as  a  result  of  mergers  are 
rarely  out  of  the  money.  Take  David  M. 
LeVan,  chairman  of  Conrail,  who  will 
parachute  home  with  a  $22  million  buy- 
out of  his  five-year  contract  if  Conrail's 
merger  with  csx  Corp.  goes  through 
as  now  planned.  Drew  Lewis,  who  left 


BWID  LEVM 

CEO,  Conrai! 

LeVan  Will  rece,ve  an  estimat- 
ed $22  million  ,n  cash  as  well 
as  pension  benefits  if  the  Con- 
rail-CSX  merger  goes  through 
as  currently  structured 


in 


retired  CEO,  Mattel 
As  adviser  to  new  CEO  M 
B^^ad,  he'll  get  $1.1^,,,,,^ 
salary,  plus  a  $370,000 

'  cShPd' bonus. 
Cashed  m  $18.5  million  in 
options  in  '96. 

PHILLIP  ROONEY 

ex-CEO,  WMX  Technologies 
Rooney,  who  left  WMX  in 
1997,  will  receive  a 
severance  package  of  $12  5 
million  over  five  years  and" 
work  as  a  consultant  on  a 
part-time  basis. 


JOELALVORD 

retired  chairman, 
^'fet  Fmanaal  mer  his  bank. 


lion — 


Shawmut,  was  acquired  by 
'''eet,  he  got  $15.5  mil 

ioT'w^'^'-'^''''""  bonus 
Tor  long-term  valuable  ser- 

v'ce"forl3  months  at  Fleet. 

SEC  FILINGS,  BUSINESS  WEEK 


Union  Pacific  Corp.'s  top  job  last  ye 
was  another  winner.  UP's  successf 
merger  with  Southern  Pacific  Ra 
Corp.  earned  him  a  special  $4  millio 
bonus.  That  came  on  top  of  a  $1  millio 
salary,  a  $2  million  regular  bonu 
$131,000  in  tax  paybacks,  and  a  $3.7 
million,  five-year  consulting  deal.  Boar 
members  say  Lewis  gave  UP  "a  soli 
foundation  to  gi'ow." 

Another  merger  millionaire  is  foi 
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Soon  offer  you  stop  taking  SPORANOX,  you  may  notice  tliaf  flie  new  nail  growing  in  appears 
Since  nails  ned  time  to  grow,  you  should  expect  it  to  be  several  months  before  healthy,  new  naik  grow  in 
So  now  you  can  join  others  who  gave  thick,  yellowing,  brittle  noils  the  boot,  and  start  growing  fresh,  new  f 

IF  YOU  THINK  YOU  HAVE  TOENAIL  FUNGUS,  ASK  YOUR 
DOaOR  OR  OTHER  HEALTHCARE  PROFESSIONAL,  OR  CALL 


1-800-595-NAILS  ext.  267 

T  YOUR  FREE  SPORANOX  "KICK-IT  KIT." 


Whot  you  should  know  about  the  safety  of  SPORANOX:  SPORANOX  has  been  well 
tolerated  in  patients.  In  clinical  trials  involving  patients  with  thick,  hard,  yellowish, 
and/or  brittle  nails  (onychomycosis),  the  following  adverse  effects  led  to  either  a 
temporary  or  a  permanent  discontinuation  of  treatment:  elevated  liver  enzymes 
%.  (4%),  gastrointestinal  disorders  (4%),  and  rash  (3%).  WARNING: 
SPORANOX  must  not  be  taken  with  terfenadine  (Seldane®),  astemizole 
(Hismanal®),  cisapride  (Propulsid®),  or  oral  triazolam  (Holcion®).  In  rare 
Instances,  there  were  reports  of  elevated  liver  enzymes  and  hepatitis. 
If  you  fee!  unusually  tired  or  sick  to  your  stomach,  hove  fkilike 
symptoms,  or  notice  that  your  skin  is  yellowish,  or  if  you  have 
dark  urine  or  pale  stools,  stop  taking  SPORANOX  and  notify 
your  doctor  mimediately.  If  you're  pregnant  or  considering 
pregnancy,  you  should  not  take  SPORANOX.  Take 
SPORANOX  only  as  directed  by  your  doctor,  and  report 
any  adverse  effects  to  your  doctor  as  soon  as  possSile. 


/  /  Please  see  imiioilaiit  piecautionary  infoinialion  on  atljaconi  paiio.  -  j 
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100  mg 


[itraconazole  capsules] 


Beforf  prescribing,  pleast-  amsult  tumplf  te  prt^Tibmg  inturmatiun  ut  whjtli  the  lolluwmg  i^  a  brif  I  summarv 


WARNING:  Coad  mini  stratum  of  terfenadirif  with  itraconazole  is  contraindicated.  Serious  cardiovascular  adverse  events,  includine 
death,  ventricular  tachycardia,  and  torsades  de  pointes  have  occurred  in  patients  taking  itraconazole  concomitantly  with 
terfenadine.  This  is  due  to  elevated  lerfenadine  concentrations  caused  hv  itraconazole.  See  CONTRAINDICATIONS,  WARN'INGS, 
and  PRECAUTIONS  sections. 

Another  oral  azole  antifungal,  kettKonazole,  inhibits  the  metabolism  ot  ostemizole,  resulting  in  elevated  plasma  concentrations  of 
astemizole  and  its  active  metabolite  desmethvlastemizole,  which  mav  prolong  QT  intervals.  Based  on  results  of  an  tn  vilro  study  and 
the  chemical  resemblance  ol  itraconazole  and  ketoconazole,  coadministration  of  astemizole  and  itraconazole  is  contraindicated.  See 
CONTRAINDICATIONS,  WARNINGS,  and  PRECAUTIONS  sections. 

Coadministration  of  cisapride  with  itraconazole  is  contraindicated  Serious  cardiovascular  adverse  events  including  death, 
ventncular  tachycardia,  and  torsades  de  pointes  have  occurred  in  patients  taking  itraconazole  concomitantly  with  cisapride  See 
CONTRAINDICATIONS,  WARNINGS,  and  PRECALTIONSsec-tinns 


INDICATIONS  AND  USAGE 

SPOR.^NOX  (Itraconazole  capsules!  is  indicated  tor  the  treatment  ot  the  following  fungal  mtcctions  in  immunocompromised  and  non- 

immunocompromised  patients 

1  Blastomvcosis,  puImonar\'  and  e^lrapulmonar\. 

2,  Histoplasmosis,  including  chronic  cavitar\'  pulmonary  disease  and  disseminated,  non-meningeal  histoplasmosis, 

3  Aspergillosis,  pulmonarv  and  extrapulmonary,  in  patients  who  are  uilolerant  of  or  who  are  retractor^'  to  amphofencin  B  therapy,  and 

4  Onychomvcosis  due  to  dermatophytes  (tinea  unguium)  ol  the  toenail  with  or  without  tingemail  inyolvement 
CONTRAINDICATIONS 

Coadministration  ot  terlenadine,  astemizole  or  cisapnde  with  SPORANOX  (itraconazole  capsules)  is  contraindicated.  (See  BOX  WARNING, 
WARNINGS,  and  PRECAUTIONS  sections.) 

Concomitant  administration  ot  SPORANOX  with  oral  tnazolara  or  with  oral  midazolam  is  contraindicated.  (See  PRECAUTIONS  section ) 
SPORANOX  should  not  be  administered  for  the  treatment  ot  onychomycosis  to  pregnant  patients  or  to  women  contemplating  pregnancy. 
SPOR-ANOX  IS  contraindicated  m  patients  w  ho  have  shown  hypersensitivity  to  the  drug  or  its  exapierls  There  is  no  information  regarding  aoss 
hvpersensitivity  between  itraconazole  and  other  azole  antiKingal  agents  Caution  should  be  used  in  prescnbing  SPOR-^NOX  to  patients  with 
hypersensitivity  to  other  azoles 
WARNINGS 

In  U  S  clinical  tnals  pnor  to  marketing,  there  have  been  three  cases  ot  reversible  idiosynaatic  hepatitis  reptirted  among  more  than  2^1)1]  patients 
taking  SPORANOX  (itracunaAiIe  capsulesi  One  patient  outside  the  U  S  developed  fulminant  hepatitis  and  died  during  SPORANOX 
administration  Since  this  patient  was  on  multiple  medications,  the  causal  association  with  SPORAN'OX  is  uncertain  If  clinical  signs  and 
symptoms  consistent  with  hver  disease  develop  that  mav  be  attributable  to  itraconazole,  SPORANOX  should  be  discontinued. 
Prior  to  U.S,  marketing,  there  have  been  three  cases  ol  iite-threatening  cardiac  dysrhythmias  and  one  death  reported  in  patients  receiving 
terlenadine  and  Itraconazole  (See  BOX  WARNING,  CONTRAINDICATIONS,  and  PRECAUTIONS  sections) 

Coadministration  of  astemizole  with  SPORANOX  is  contraindicated.  (See  BOX  WARNING,  CONTRAINDICATIONS,  and  PRECAUTIONS 
sections ) 

Concomitant  administration  ot  oral  ketiKonazole  with  cisapride  has  resulted  in  markedly  elevated  osapnde  plasma  concentrations,  prolonged 
QT  intervals,  and  has  rarely  been  assoaated  with  ventncular  arrhythmias  and  torsades  de  pointes,  Due  to  potent  in  vifw  inhibition  of  Ine  hepatic 
enzyme  system  mamlv  responsible  for  the  metabolism  ot  cisapnde  (cytochrome  P450  3A4),  itraconazole  is  also  expected  to  markedly  raise 
cisapride  plasma  concentrations,  therefore,  concomitant  use  of  cisapride  with  SPORANOX  is  contraindicated  (See  BOX  WARNING, 
CONTRAINDICATIONS,  and  PRECAUTIONS  sections) 
PRECAUTIONS 

Cfiimi  Hepatic  enzyme  test  values  should  be  monitored  in  patients  with  preexisting  hepatic  hinction  abnorrialities.  Hepatic  enzyme  test  values 
should  be  monitored  penodicallv  m  all  patients  receiving  continuous  treatment  for  more  than  one  month  or  at  anv  time  a  patient  develops  signs 
or  symptoms  suggestive  of  liver  dvshinction 
SPORANOX  (itraconazole  capsulesi  should  be  administered  after  a  hill  meal 

Under  tasted  conditions,  itraconazole  absorption  was  deceased  in  the  presence  ot  deceased  gastnc  aaditv  The  absorption  ol  itraconazole  may 
be  deceased  with  the  concomitant  administration  of  antacids  or  gastnc  acid  secretion  suppressors.  Studies  conducteo  under  fasted  conditions 
demonstrated  that  administration  with  S  ounces  ol  a  cola  beverage  resulted  in  inceased  absorption  ol  itraconazole  in  AIDS  patients  with  relative 
or  absolute  achlorhvdria  This  inceise  relative  to  the  effects  ot  a  lull  meal  is  unknown, 
injonmimkv  yiiUcnh  Patients  should  be  mstnicted  to  take  SPORANOX  with  a  full  meal 

Patients  should  be  instructed  to  report  anv  signs  and  symptoms  that  mav  suggest  liver  dvshinction  so  that  the  appropnate  laboratory  testing  can 
be  done  Such  signs  and  symptoms  mav  include  unusual  fatigue,  anorexia,  nausea  and/or  vomiting,  laundice,  dark  urine  or  pale  stool. 
Pfiiy  tnUmttm  Both  itraconazole  and  its  m\or  metabolite.  hvdrox\ itraconazole,  are  inhibitors  of  the  cytochrome  P430  3A4  enzyme  system 
Coadministration  of  SPORANOX  and  drugs  primanlv  metabolized  bv  the  cytochrome  P450  3A4  enzyme  system  may  result  in  inaeased  plasma 
concentrations  ot  the  drugs  that  could  incease  or  prolong  both  therapeutic  and  adverse  effects  Therefore,  unless  ofherv\'ise  speohed,  appropnate 
dosage  adjustments  may  be  necessary. 

Coadministration  nl  terlenadine  with  SPORANOX  has  led  to  elevated  plasma  concentrations  ol  terlenadine,  resulting  in  rare  instances  of  lite- 
threatening  cardiac  dysrhythmias  and  one  death  (See  BOX  WARNING,  CONTRAINDICATIONS,  and  WARNINGSsections.) 
Another  oral  azdie  antihmgal,  ketoconazole,  inhibits  thu  metabolism  ol  astemizole,  resulting  m  elevated  plasma  concentrations  ot  astemizole  and 
its  active  metabolite  desmethvlastemizule  which  mav  pn'ltmg  QT  internals  /t(  ;((r(i  data  suggest  that  itraconazole,  when  compared  to 
ketiKonazole,  has  a  lt^s  pronounced  ettect  on  the  biotranslormation  system  responsible  tor  the  metaKiiism  ol  astemizole  Based  on  the  chemical 
resemblance  ot  itraii>naznle  and  ketoconazole.  coadministration  of' astemizole  with  itraconazole  is  contraindicated  (See  BOX  WARNING, 
CONTRAINDICATIONS,  and  UAR-NINCSswtuins  I 

Human  phannacokinelics  data  indicate  that  oral  ketoconazole  potently  inhibits  the  metabolism  ol  cisapnde  resulting  m  an  eight-fold  incease  in 
the  mean  AUG  of  cisapnde  Data  suggest  that  coadministration  ol  tiral  ketoconazole  and  nsapnde  can  result  in  prolongation  of  the  QT  interval  on 
the  ECG  III  i'ltw  data  suggest  that  itraconazole  also  markedly  inhibits  the  biotranstomiation  system  mainlv  responsible  for  the  metabohsm  ot 
cisapride,  therefore  concumitant  administration  ut  SpORANOX  with  cisapride  is  contraindicated  (See  BOX  WARNING, 
CONTRAINDICATIONS,  and  WAR.NINGS  stvtions ) 

Coadministration  uf  SPORANOX  with  oral  midazolam  or  triazolam  has  resulted  in  elevated  plasma  concentrations  of  the  latter  two  dnigs.  This 
may  ptilentiale  and  prolong  hvpnotic  jnd  st-dative  effects  These  agents  should  not  be  used  in  patients  treated  with  SPORANOX  It  midazolam  is 
administered  parenterallv,  special  precaution  is  required  since  the  sedative  ctleLt  mav  be  prolonged.  (See  CONTRAINDICATIONS  section ) 
Coadministration  ot  SPOR.A\OX  and  cvckispiinne,  tacrolimus  ur  digoxin  has  to  increased  plasma  cimcenlratmns  ot  the  latter  three  drugs 
f  yclosponne,  lacrolimus  and  digoxin  cnmenlrations  should  be  monitoreti  at  the  initiaHon  ot  SPORANOX  therapy  and  frequently  thereafter,  and 
the  dose  ol  these  three  drug  prooucts  ad)usted  appropnalelv 

There  have  been  rare  reports  ul  rhabdomvulvsis  involving  renal  transplant  patients  receiving  the  combmation  ol  SPORANOX,  cvclosporine.  and 
;  the  HMG-CoA  reductase  inhibitors  lovastdtm  or  simvastatin  Rhabdomvolvsis  has  been  tibserved  in  patients  receiving  HMC-CoA  reductase 
inhibitors  administered  alone  'at  recommended  dosages)  or  concomitantly  with  immunosuppressive  drugs  includmg  cvclosponne 
When  SPORANOX  was  coadministered  with  ohenytoin,  rifampin,  or  H,  antagonists,  reduced  plasma  concentrations  ot  itraconazole  were 
reported  The  phvsinan  Is  ad\'ised  to  monitor  trie  plasma  concentrations  ol  itraconflzoit;when  any  of  these  dnigs  is  taken  concurrently,  and  to 
increase  the  dose  ot  SPORANOX  if  necessary  Although  no  studies  have  been  conducted,  concomitant  administration  ot  SPORANOX  and 
phenytoin  may  alter  the  metabohsm  ot  phenytom,  therefore,  plasma  concentrations  of  phenvtoin  should  also  be  monitored  when  it  is  given 
concurrently  with  SPOR,A\0X 

it  has  been  reported  that  SPORANOX  enhances  the  anticoagulant  effect  ot  coumann-like  dnigs  Therefore,  prothrombin  time  should  be  carefully 
monitored  in  patients  receiving  SPOR-ANOX  and  coumann-like  drugs  simultaneously 

,  Pkisma  concentrations  ol  azole  antifungal  agents  are  reduced  when  given  concurrently  with  isoniazid.  Itraconazole  plasma  concentrations  should 
^.M'  monitored  when  SPORANOX  and  isoniazid  are  coadministered. 

x-vere  hypoglycemia  has  been  reported  in  patients  concomitantly  receiving  azole  antihingal  agents  and  oral  hypoglycemic  agents  BliKwi  glucose 
umcentrafions  should  be  i.aretiilly  momtored  when  SPORANOX  and  oral  hypoglycemic  agents  are  coadministered 
Tinnitus  and  decreased  heanng  have  been  reported  in  patients  concomitdntlv  reieiung  SPOR.ANOX  and  quinidine  Edema  has  been  reported  in 
pdlienis  concumitanllv  receiving  SPORANOX  and  dihydropvndine  calcium  channel  bk)ckers  Appropriate  dosage  adjustments  may  be  necessary 

■  Thv  results  from  a  study  in  which  eight  HIV-infected  individuals  were  treated  with  zidovudine,  H  ±  0  4  mg/kg/day,  showed  that  the 
pharmacokinetics  ol  zidovudine  were  not  aifecled  dunng  concomitant  administration  of  SPORANOX,  l()i)  mg  b  i  d 

I  Cimii,'ii^'i''ir^is,  Mtiliipu-^i^  ivhi  hiipaimcul  oj  h'rlihl^  Itraconazole  showed  no  evidence  ol  carcinogenicity  potential  in  mice  treated  orally  for 
23  months  at  dosage  levels  up  to  80  mg/kg/day  iapprovimalelv  lUx  the  maximum  recommended  human  dose  (MRHD)I.  Male  rats  treated  with 

:  3!"  mg/kg/day  (3  h  MRHD)  had  a  slightly  increased  incidence  ot  soft  tissue  sarcoma  These  sarcomas  may  have  been  a  consequence  of 
hypercholesterolemia,  which  is  a  response  ol  rats,  but  not  dogs  or  humans,  to  chronic  itraconazole  administration  Female  rafj  treated  with 


50  mg/kg/day  (6.25x  MRHD)  had  an  increased  incidence  of  squamous  cell  carcnoma  of  the  lung  (2/50)  as  compared  to  the  untreated' 
Although  the  occurrence  of  squamous  cell  carcinoma  m  the  lung  is  extremely  uncommon  in  untreated  rats,  the  increase  in  this  study  \ 
statistically  signihcant  '  '  i 

Itraconazole  produced  no  mutagenic  effects  when  assayed  in  appropnate  bacfenal,  non-mammalian  and  mammalian  test  systems. 
Itraconazole  did  not  affect  the  fertility  ot  male  or  female  rats  treated  orally  with  dosage  levels  of  up  to  40  mg/kg/dav  (5x  MRHD)  even 
parental  toxicity  was  present  at  this  dosage  level.  More  severe  signs  of  parental  tonicity,  including  aeath,  were  present  in  the  next  higher; 
level,  160  mg/kg/dav  (20x  MRHD). 

Pn'pm\i  Teratogenic  Effects.  Pregnancy  Category  C:  Itraconazole  was  found  to  cause  a  dose-related  increase  in  maternal  Ic 
embryotoxicify  and  teratogenicity  in  rats  at  dosage  levels  of  approximately  40-160  mg/kg/day  (5-20x  MRHD)  and  m  mice  at  dosage  If 
approximately  80  mg/kg/day  (li)x  MRHD)  In  rats,  the  teralogeniritv  consisted  of  major  skeletal  defects;  in  mice  it  consisted  of  encepfu 
and/or  macoglossia.  i 
There  are  no  studies  in  pregnant  women.  SPORANOX  should  be  used  tor  the  treatment  ot  systemic  fungal  mfections  in  pregnancy  onf: 
benefit  outweighs  the  potential  nsk.  SPORANOX  should  not  be  administered  lor  the  treatment  ol  onychomycosis  to  pregnant  patienl 
women  contemplating  pregnancy.  SPORAiNOX  should  not  be  administered  to  women  of  child-bearing  potential  tor  the  treatn  ^ 
onychomycosis  unless  thev  are  taking  effechve  measures  to  prevent  pregnancy  and  the  patient  begins  therapy  on  the  second  or  third  dai 
next  normal  menstnial  penod.  Effective  contraception  should  be  continued  throughout  SPORANOX  therapy  and  for  2  months  fol 
treatment. 

Nurm^  Motk-ry  Itraconazole  is  exceled  m  human  milk;  therefore,  SPORANOX  should  not  be  administereJ  to  nursmg  women. 
Peiiintnc  Use.'  The  efficacy  and  safety  ot  SPORANOX  have  not  been  established  in  pediatric  patients.  No  pharmacokinetic  data  are  avail 
children  A  small  number  ol  patients  age  3  to  \b  years  have  been  treated  with  100  mg/day  of  itraconazole  for  systemic  hingal  infections 


senous  unexpected  adverse  effects  have  been  reported. 

In  three  toxicology  studies  using  rats,  itraconazole  induced  bone  defects  at  dosage  levels  as  low  as  20  mg/kg/day  {2.5x  MRHD).  The  i 
defects  included  reduced  bone  plate  activity,  thinning  of  the  zona  compacta  of  the  Targe  bones  and  maeased  bone  fragility.  At  a  dosage  lev  i . 
mg/kg/dav  (lOx  MRHD)  over  one  year  or'160  mg/kg/dav  (20x  MRHDl  for  six  montns,  itraconazole  induced  small  tootfi  pulp  with  nypO(  UA 
appearance  in  some  rats. 

While  no  such  bone  toxicity  has  been  reported  in  adult  patients,  the  long  temi  effect  ol  itraconazole  m  pediatnc  patients  is  unknown. 
HIV-mfe(kii  Pnlienii.  Because  hvpochlorhydria  has  been  reported  in  HlV-inferted  individuals,  the  absorption  of  itraconazole  in  these  patiei  p  ^1;^ 
be  deceased 

The  results  from  a  study  in  which  eight  HIV-infected  individuals  were  treated  with  zidovudine,  8  1 0,4  mg/kg/dav,  showed  tl 
pharmacokinetics  ot  zido\aidine  were  not  affected  dunng  concomitant  administration  of  SPORANOX,  1()0  mg  b  i  d 
ADVERSE  REAaiONS 

In  U  S.  chnical  tnaLs  pnor  to  marketing,  there  have  been  three  cases  of  reversible  idiosyncratic  hepatitis  reported  among  more  than  2500 
One  patient  outside  the  U.S.  developed  fulminant  hepatitis  and  died  during  SPORANOX  (itraconazole  '"apsules)  acfministration.  Bee 
patient  was  on  multiple  medications,  the  causal  assoaation  with  SPORANOX  is  uncertain.  (See  WARNINGS  section.) 
ONKHOMYCOSIS 

Adverse  events  m  the  tollowmg  table  led  to  either  temporary  or  permanent  discontinuation  ol  treatment: 


Incidence  ) 

Body  System/Adverse  Event 

(n=112) 

Elevated  Liver  Enzvmes 

(>2x  norma!  range) 

4^. 

Gastrointestinal  Disorders 

1   4'^ 

Rash 

3^, 

Hvpertensmn 

Orthostatic  Hypotension 

 H  

Headache 

Malaise 

r; 

Mvalgia 

r, 

Vasculitis 

Vi 

\'ertigo 

]", 

SYSTEMIC  FUNGAL  INFECTIONS: 

Adverse  expenence  data  in  the  following  table  are  denved  from  602  patients  treated  for  systemic  Kingal  disease  in  U.S.  clinical  tnals,  wh( 
immunocompromised  or  receiving  multiple  conconutant  medications.  Of  these  patients,  treatment  w«s  discontinued  in  lO.S'J  of  patients 
adverse  events  Tne  median  duration  before  discontinuation  ot  therapy  was  81  davs,  with  a  range  of  2-776  days.  The  table  lists  adverse 
reported  bv  at  least  1'";  ol  patients 


Body  System  ,''Ad\erse  Event 
(lnadence>l'^) 


Gastrointestinal  Disorders 
Nausea 
Vomiting 
Diarrhea 
Abdommal  Pain 
Anorexia 


Body  as  a  Whole 
Edema 
Fatigue 
Fever 
Malaise 


Skm  and  Appendages 
Rash 
Pnintus 


Central  and  Penpheral  Nervous  Svslem 
Headache 
Dizziness 


Psvchiatnc  Disorders 
Libido  deceased 
Somnolence 


Cardiovascular  Disorders 
Hypertension 


Metabolic  and  Nutritional  Disorders 
Hypokalemia 


Unnary  System  Disorders 
Albummuna 


Liver  and  Biliary  System  Disorders 
Hepatic  hjnclion  abnormal 


Reproductive  Disorders,  Male 
Impotence 


Incidence  I 


10,6 
5.1 

■  3.3 


12 


'Rash  tends  to  occur  more  frequently  in  immunocompromised  patients  receiving  immunosuppressive  medications 
Adverse  events  inlrequentlv  reported  m  all  studies  included,  constipation,  gaslntis.  depression,  insomnia,  tinnitus,  menstmal  disorder,  ad 
insutfiaencv,  gynecomastia  ana  male  breast  pam 
In  worldwide  postmarketing  expenence  with  SPORANOX,  allergic  reactions  including  rash,  pnintus,  urticaria,  angioedema  and  in  rare  inste  [|j  ^ 
anaphylaxis  and  Stevens-fohnson  syndrome,  have  been  reported  Marketmg  expenences  hart  also  included  reports  of  elevated  liver  enzyme 
rare  hepatitis  Although  the  causaf  association  with  SPORANOX  is  uncertain,  rare  hyperfnglvcendemia  and  isolated  cases  ot  neuropathy  irl, 
also  been  reported 
OVERDOSAGE 

Itrau'nazole  is  not  removed  bv  dialysis  In  the  event  ol  accidental  overdosage,  supportive  measures,  includmg  gastnc  lavage  with  s 
bicarbonate,  should  be  employed. 

No  signihcant  lethality  was  observed  when  itraconazole  was  administered  orally  to  mice  and  rats  at  dosage  levels  ol  320  mg/kg  or  to  do 
2()0mg/kg 
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!r  Shawmut  National  Corp.  ceo  Joel 
Alvord.  He  collected  a  severance 
ckage  of  $15.5  million  in  cash  plus 
Lions  and  $1.5  million  in  benefits  in 
36,  following  Fleet  Financial  Corp.'s 
)5  purchase  of  Shawmut.  The  payout 
■luded  a  $1.5  miUion  bonus  "in  recog- 
ion  of  Mr.  Alvord's  long-term  valu- 
le  service  to  Fleet" — although  he 
is  Fleet's  chairman  for  just  13 
)nths.  Fleet  says  the  proxy  speaks 
•  itself. 

Stepping  aside  early  to  allow  some- 
e  else  to  ascend  to  the  throne  is  an- 
ler  justification  for  big  payouts, 
at's  the  case  with  BellSouth  Corp. 

0  John  L.  Clendenin,  62,  who  re- 
ed on  Dec.  30  after  13  years  in  the 
)  slot.  In  addition  to  his  $2.7  mil- 
n  in  pay  plus  options,  Clendenin  got 
53  million  bonus  to  retire  early.  Al- 
mgh  BellSouth's  1996  earnings  per- 
•mance  led  its  peers,  its  stock 

1  7%. 

EP  ON  PERKING.  You  might  think  a 
parting  CEO  would  be  happy  with  a 
.  final  paycheck  and  some  options, 
t  some  execs  use  the  exit  contract  to 
3ll  out  a  few  final  perks.  When  ceo 
chael  D.  Pickett's  contract  with  com- 
ter  wholesaler  Merisel  wasn't  re- 
wed  in  1996,  among  the  goodies  he 
t  to  keep  was  a  Porsche  with  a  cel- 
ar  phone.  He  also  specified  that  his 
r^stal  chess  set  and  popcorn  popper 
luld  go  home  with  him. 
According  to  General  Electric  Co.'s 
est  proxy,  ceo  John  F.  Welch,  who 
lected  some  $28.2  million  in  salary, 
nus,  and  exercised  stock-appreciation 
;hts  last  year,  is  doing  some  detailed 
:irement  planning.  When  he  steps 
WTi  in  2000,  he'll  work  up  to  30  days 
;ear  as  a  part-time  "ambassador"  for 
,  paid  at  a  rate  equal  to  his  depart- 
l  daily  salary.  He'll  also  have  use  of 
ge  facilities — from  the  copier  to  the 
rporate  jet — for  free,  ge  spokesman 
uce  Bunch  says  Welch's  role  in  cre- 
ng  over  $150  billion  in  shareholder 
lue  means  that  it's  "in  shareowners' 
;erests  that  his  services  would  be 
ailable." 

Pay  watchers  say  that  the  amounts 
ing  awarded  to  departing  executives 
3  strictly  a  measure  of  what  the  cur- 
tit  market  will  bear.  "The  days  are 
ne  when  the  board  has  the  flexibility 
get  rid  of  someone  without  a  big  fi- 
ncial  settlement,"  says  Carol  Bowie, 
itor  of  Executive  Compensation  Re- 
Hs,  a  Fairfax  (Va.)-based  newsletter 
are  than  ever,  out  of  sight  is  hardly 
t  of  pocket. 

By  Jennifer  Reingold  in  New  York, 
th  bureau  reports 


EXECUTIVE  SUITE 


FORD  STARTS 

TO  GET  THE  LEAD  OUT 

As  Trotman  stays  on,  Nasser  pushes  to  show  his  stuff 


Ford  Motor  Co.'s  automotive  presi- 
dent, Jacques  A.  Nasser,  dehvered 
a  ch-amatic  peifonnance  on  Mai-  17 — 
part  of  the  biggest  audition  of  his  ca- 
reen In  a  St.  Patrick's  Day  massacre, 
he  snuffed  out  fom*  slow-seUing  car  mod- 
els. In  addition,  he  announced  plans  to 
lay  off  2,500  workers — the  most  severe 
cuts  in  15  years.  That  was  just  what 
Ford's  board  was  looking  for.  "We  are 
moving  quickly,"  says  Nasser.  "The  ques- 
tion is:  Ai"e  we  moving  quickly  enough?" 

Ford's  board  is  giving  Nasser  extra 
time  to  answer  the  question.  On  Mar. 
13,  it  tacked  18  months  on  to  the  tenure 
of  Chainnan  and  ceo  Alexander  J.  Ti'ot- 
man,  63,  who  will  stay  until  Jan.  1,  2000. 
Piior  to  the  meeting,  as  reported  earlier 
(BW — Mar.  24),  some  board  members 
were  not  inclined  to  extend  Trotman 's 
time  at  the  top  until  they  saw  some  im- 
provement in  Ford's  auto  eaiTiings,  which 

Z-eT  CEO  TILL  2000 

But  at  the  Mar  13  meet-  Trotman's  program 

ing,  the  board  decided  that  needs  time  to  run  its 
Tr-otman  needed  more  time 
to  allow  ms  sweepmg  global         a       a  ■ 
reorganization  to  pay  the  DOard  needs  time 
big  dividends  that  he  has  to  size  Up  possible 
promised.  Just  as  important,  replacements 
the  du'ectors  wanted  more 
time  to  size  up  Nasser,  say 
sources  close  to  the  board. 
At  49,  Nasser  has  the  po- 
tential to  be  the  longest- 
serving  top  executive  since 
Heray  Ford  II,  who  ran  the 
company   from    1945  to 
1980.   Directors  feel 
that  they  don't  yet 
know  Nasser  well 
enough,  and  they  | 
believed  he  would 
not     have  had 
enough   time  to 
prove  himself  if 
Trotman  retii"ed  as 
planned    on  his 
65th  bulhday — in 
July,  1998-^the 
soiu'ces  say. 

The  directors 
are  cheered  that 
Nasser  is  demon- 
strating the  cost- 


cutting  acumen  that  has  earned  him  the 
nickname  "Jac  the  Knife."  He  showed 
his  stuff  with  his  decision  to  shut  down 
the  car  line  of  an  Ohio  factoiy  and  to 
drop  the  slow-selling  Thunderbird, 
Probe,  Aer'ostar,  and  Mercury  Cougar. 
But  that  is  not  enough.  "Now,  he  has  to 
show  he  can  create  profitable  products," 
says  a  source  familiar  with  the 
board's  deliberations. 
DARK  HORSE.  Indeed,  soui'ces  say  that 
the  board  is  not  easing  up  on  Ti'otman 
and  Nasser:  Its  members  are  alarmed 
about  Ford  automotive  profit  margins, 
which  sank  to  1.4%  last  year,  dowTi  fi'om 
1.9%  in  1995.  But  directors  believed 
they  needed  to  endoi'se  Trotman  so  he 
could  bring  about  a  turnaround,  the 
sources  say. 

Nasser  is  not  the  only  one  under 
board  review.  Chief  Financial  Officer 
John  M.  Devine  is  a  dark-horse  candi- 
date for  the  CEO  job,  but 
he  lacks  automotive  expe- 
rience. Directors  also  are 
trying  to  determine 
whether  Wilham  Clay  Ford 
Jr.,  39,  great-grandson  of 
Heniy  Ford,  should  become 
nonexecutive  chairman. 
Some  large  investors  have 
raised  concerns  that  pow- 
er-sharing between  Ford 
and  Nasser  could  lead  to 
conflicts.  "If  Nasser  works 
his  magic,  he  could  say:  T 
want  to  be  chairman  and 
CEO,' "  says  one  investor. 

It's  a  prize  that  Nasser 
has  been  eyeing  for  most 
of  his  29-year  career  at 
Ford.  "Nasser  has  primed 
himself  in  the  same  way 
Bill  Clinton  had  wanted  to 
be  President  since  he  was 
16,"  says   University  of 
Michigan  business  profes- 
sor David  L.  Lewis.  Now, 
Nasser  has  a  three-year 
campaign  ahead  of  him 
to  win  over  Ford's 
board. 

By 
Ke  it  h 
Naughton 
in  Detroit 
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TRUCK  SALES: 
UNSAFE  AT  THIS  SPEED 

Have  the  Big  Three  just  hit  a  bump-or  is  the  problem  deeper? 


It's  as  close  as  Detroit  conies  to  a  sure 
thing.  The  booming  $42  billion  market 
for  full-size  pickup  tinacks  has  been 
the  U.  S.  auto  industry's  last  unchal- 
lenged bastion  of  profits  and  market 
share.  With  baby  boomers  flocking  to 
gussied-up,  extended-cab  Ford  F-150s, 
Chevy  C/Ks,  and  Dodge  Rams,  big  pick- 
up sales  siu'ged  to  1.85  million  units  last 
year,  up  78%  in  five  years.  And  most 
auto  forecasters  expect  those  sales  to 
keep  growing  well  into  the  next  decade. 

So  it  was  quite  a  suiiDiise  when  big 
pickups  hit  a  bump  late  last  year.  Sales 
flattened  in  November,  then  dechned 
for  three  sti"aight  months.  Christopher 
W.  Cedergren  of  auto  consultants  Nex- 
trend  Inc.,  believes  rising  sticker  prices 
are  to  blame:  "The  fimdamental  issue 
is  affordability."  But  even  if  the  pickup 
skid  proves  temporary,  as  most  car- 
makers, dealers,  and  analy,sts  expect,  it 
could  be  a  signal  that  the  road  is  get- 
ting bumpier  for  the  Big  Thi'ee. 
ROAD  WORRIERS.  The  route  is,  however, 
a  familial'  one  for  Detroit  executives. 
The  markets  for  minivans  and  sport  utO- 
ities  ab'eady  have  become  crowded  with 
domestic  and  Japanese  competitore.  Com- 
pact pickup  tincks  have  been  waning  in 
popularity,  and  tough  Japanese  competi- 
tion there  keeps  profits  razor-thin.  While 
Motown  still  dominates  the  overall  cate- 
gory of  light  timcks  with  86%  market 
share,  it  lost  1.8  points  of  share  in  the 
U.  S.  in  January  and  Februaiy  alone. 

STUCK  DN  THE  LOT 

Stocks  of  once  hot 
models,  such  as 
Chevy  C/Ks,  are 
rising 


100 


50 


The  assault  on  U.  S.  truck  hegemony 
comes  at  a  bad  time.  Roaring  truck 
sales  have  been  masking  a  steady  ero- 
sion of  sales  and  market  share  in  pas- 
senger cars,  where  the  Japanese  and 
Europeans  have  been  gaining  ground. 
The  Big  Three  now  hold  just  60.7%,  of 
car  share,  down  nearly 
5  points  from  a  year 
earlier.  Declining  sales 
forced  Ford  Motor  Co. 
to  annoimce  on  Mai'.  17 
the  elimination  of 
three  car  models,  in- 
cluding the  storied 
Thunderbird,  as  well 
as  the  aging  Aerostar 
minivan  (page  45).  If 
truck  growth  slows, 
Detroit  could  be  stuck 
with  costly  plants  it 
would  have  to  close  or 
convert  to  car  production.  Susan  G.  Ja- 
cobs, an  independent  auto  industi'y  con- 
sultant based  in  Rutherford,  N.J.,  fig- 
ures that  General  Motors  Corp.  and 
Toyota  Motor  Corp.  alone  plan  to  add 
375,000  units  of  full-size  pickup  j^roduc- 
tion  capacity  by  2000,  but  she  predicts 
industi-yvride  sales  will  rise  only  250,000 
units. 

The  resulting  race  to  steal  market 
share  could  wallop  Detroit's  bottom  line. 
Gross  profits  on  tnicks  average  $6,000  to 
$10,000,  more  than  double  those  on  cai's, 
estimates  George  C.  Peterson,  president 


of  AutoPaciflc  Group  Inc.  in  Thousai 
Oaks,  CaUf.  Even  now,  auto  makers  a 
offering  more  rebates  and  lease  dee 
to  lure  customers  into  slower-sellii 
minivans  and  sport  utilities — the  w; 
they  have  moved  passenger  cars,  at  t; 
expense  of  proflts,  in  recent  years.  A 
Spinella  of  CNW  Marketing/Research 
Bandon,  Ore.,  estimates  that  the  averaftjij^, 
truck  incentive  of  $2,200  a  vehicle 
52%  higher  than  two  years  ago.  A 
though  car  incentives  remain  higher,  a 


ROUGH  TERRAIN 
FOR  TRUCKS? 


U.S.  SALES  OF  FULL-SIZE 
PICKUP  TRUCKS 
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eraging  $2,900  per  vehicle,  they  ha^  '^^ 
risen  only  6%  in  that  time. 

Still,  inventories  of  some  ti-ucks  aMu 
double-parked  in  sales  lots.  At  the  ei 
of  Febmary,  U.  S.  dealers  held  a  hef 
78-day  supply 
trucks,  vs.  64  days 
cars.  (A  60-day  suppl"^ 
is  the  norm.)  Thei 
was  a  73-day  supply 
the  newest  entry 
the  large-pickup  se, 
ment.  Ford's  F-serie 
and  GM  had  a  79-d8 
stock  of  its  aging  C/ 
pickup.  Chrysler  sa 
its    truck  busines 
which    accounts  fc 
two-thii'ds  of  sales,  fa 
2.6%  in  January  an 
February  fi'om  year-earlier  levels 

Steven  A.  Torok,  Chiysler  Corp.'s  e: 
ecutive  director  of  sales  and  marketinj 
insists  there's  no  problem,  despit 
Dodge  Ram's  7%  slide  this  year.  Indee( 
most  dealers  and  analysts  are  callin 
the  sudden  skid  in  large  pickup  sales 
seasonal  fluke.  Too  mild  a  winter,  saj 
one  Pennsylvania  dealer,  explaining  th 
blizzards  are  what  persuade  many  coi 
sumers  to  snap  up  four-wheel-driv 
tnicks.  No,  says  another  in  Wisconsm, 
was  severe  weather  that  kept  shoppei 
at  home.  The  auto  industry  will  b 
watcliing  pickup  sales  closely  this  sprin 
to  see  whether  the  winter  slump  was 
h\i\) — or  the  beginning  of  the  end  of 
once  sure  thing 


By  Kathleen  Kenvin  in  Detro 
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COMMENTARY 

By  Howard  Gleckman 

IRS  REFORMS  ARE  ONLY  A  GOOD  START 


Spring  is  in  the  Washington  air. 
And  as  Apr.  15  nears,  the  at- 
mosphere is  redolent  with  those 
perennial  pledges  by  pohticians  to  fix 
the  agency  everyone  loves  to  hate: 
:he  Internal  Revenue  Service. 
They're  all  looking  for  ways  to  make 
the  nation's  tax  collector  more  effi- 
3ient — and,  as  they  say  in  the  mar- 
keting biz,  more  "customer-friendly." 

To  get  ahead  of  the  parade,  the 
Clinton  Administra- 
tion has  come  up 
with  its  own  plan, 
rhe  Treasury  Dept. 
is  aiming  to  improve 
the  iRs's  overall 
structure  rather  than 
just  tinker.  Among 
the  useful  sugges- 
tions: strengthen 
management  by  cre- 
ating an  independent 
Dversight  board  and 
giving  Treasury 
tighter  control  over 
the  quasi-indepen- 
dent operation;  hire 
a  manager  instead  of 
a  tax  lawyer  as  iRS 
commissioner;  and 
give  the  new  boss 
unprecedented  flexi- 
bility to  hire,  fire, 
and  set  pay.  Says 
former  iRS  Commis- 
sioner Fred  T.  Gold- 
berg Jr.:  "They  have 
acknowledged  that 
there  are  fundamen- 
tal management  is- 
sues, and  they  are 
moving  in  the  right  direction." 
FEW  HOWLS.  This  year,  the  agency  is 
roUing  through  tax  season  with  few 
problems.  As  of  Mar  7,  20%  more 
taxpayers  had  filed  either  by  phone 
or  computer  than  at  the  same  time 
last  year.  And  with  less  than  a 
month  to  go,  there  have  been  few 
howls  about  delayed  refunds. 

But  one  crisis-free  tax  season  can't 
mask  the  agency's  long-term  woes. 
The  IRS  figures  that  more  than  $100 
bilUon  in  back  taxes  have  gone  uncol- 
lected. The  percentage  of  audited  re- 
tiuTis  has  been  cut  in  half — to  a  mere 
1% — in  recent  years.  The  $3.3  bilhon 
the  IRS  has  spent  in  the  past  decade 
on  computer  modernization  has  been 
a  bust.  Worst  of  all,  the  agency  still 


has  no  coherent  plan  for  upgrading 
all  those  creaky  computers.  On  Mar 
5,  the  IRS  conceded  that  at  least  $440 
million  earmarked  for  computer  up- 
grades has  simply  been  wasted. 

As  a  first  step,  the  Administration 
plan  is  a  good  one.  Bringing  in  an 
outsider  with  management  experi- 
ence, instead  of  anoth-   

er  member  of  the  club-  BILLIONS  SPENT:  IRS 
by  tax  bar,  recognizes    comptiters  are  still  clunkers 


FINAL  ANSWER 


To  end  the  public's 
disgust  with  the  tax  collector,  Washington 
ultimately  must  simplify  the  tax  code 


that  the  iRS's  role  isn't  just  to  write 
regulations  but  to  extract  money 
from  taxpayers  in  the  least  painful 
way  possible.  The  plan  also  reflects 
what  business  has  learned  in  recent 
years:  Solving  information-technology 
problems  isn't  a  matter  of  buying  the 
fastest  whiz-bang  gear  It  requires 
first  figuring  out  what  you  want  to 
do,  then  designing  the  hardware  and 
software  to  make  it  happen. 

The  farthest-reaching  reform  may 
be  the  commissioner's  new  manage- 
ment flexibihty.  Today,  with  the  irs 
in  the  midst  of  major  layoffs,  it  is 
forced  to  protect  jobs  on  the  basis  of 
seniority  rather  than  competence.  At 
the  same  time,  it  struggles  to  get 
top-notch  lawyers  and  computer  spe- 


ciahsts,  because  it  can't  come  close  to 
competing  with  private  market  pay. 
Treasury's  plan  would  free  the 
agency  to  be  more  businesslike  in 
how  it  fires  and  allow  it  to  break 
through  government  pay  ceiUngs 
when  it  hires.  More  important,  these 
proposals  could  be  copied  elsewhere 

  in  the  bureaucracy. 

But  the  IRS  faces 
some  problems  that 
are  beyond  the  cur- 
rent fix-up  plan.  The 
changes,  laid  out  on 
Mar.  17  by  Treasury 
Deputy  Secretary 
Lawrence  H.  Sum- 
mers, are  a  good 
start.  But  they  don't 
get  at  the  underlying 
problem:  The  irs 
must  administer  a 
devihshly  complex 
tax  code  that  gets 
worse  each  year. 

The  culprits  are 
not  bureaucrats  but 
the  politicians  who 
write  the  tax  laws. 
House  Ways  & 
Means  Committee 
Chairman  Bill  Archer 
(R-Tex.)  is  right 
when  he  says  "the 
crux  of  the  problem 
is  the  tax  system  it- 
self." Trouble  is, 
while  he  eventually 
wants  to  scrap  the  in- 
come tax  for  a  sim- 
pler consumption 
levy,  these  days  he's 
pushing  new  complexities,  such  as 
cutting  the  capital-gains  tax.  And 
while  Chntonites  pay  lip  service  to 
simpHcity,  their  budget  is  loaded 
with  comphcated  new  tax  breaks — 
for  children,  education,  and  savings. 

If  Congress  and  the  White  House 
really  want  to  make  filing  a  tax  re- 
turn simple,  they  should  stop  junking 
up  the  code  with  new  goodies.  And 
they  should  pledge  to  clean  out  much 
of  the  rubbish  that  is  already  there. 
In  the  meantime,  following  through 
with  Treasury's  plan  will  at  least  re- 
pair the  IRS  itself. 

Senior  Correspondent  Gleckman 
covers  political  and  economic  trends 
from  Washington. 
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AMERICAN'S  PILOTS 
HAVE  PENS  IN  HAND 

COMING  IN  FOR  A  LANDING: 

American  Airlines  and  nego- 
tiators for  its  pilots'  union 
were  close  to  a  conti'act 
agreement  on  Mar.  19  that 
would  avert  a  strike  on  Apr. 
28,  say  sources  on  both  sides. 
The  deal  would  sweeten  the 
pay  and  stock  options  offered 
in  a  contract  that  the  pilots 
nixed  in  early  January.  The 
new  deal — which  still  must 
pass  the  union's  board  on 
Mar.  21  and  be  approved  by 
the  rank  and  file — is  expected 
to  give  pilots  a  9%  raise 
through  Aug.  2001.  That's 
higher  than  the  5%  raise  in 
the  rejected  pact,  but  the  con- 
tract has  been  extended  by  a 
year.  American  would  main- 
tain the  right  to  fly  small,  re- 


CLOSING  BELL 


ALARM  ANSWERED 

Executives  of  ADT,  the  alarm 
company,  thought  they  were 
being  robbed  by  a  lowball  offer 
from  Western  Resources.  So 
they  found  a  friendly  merger 
partner,  Tyco  International, 
based  in  Exeter,  N.  H.,  and 
structured  the  deal  to  foil 
Western.  Shares  of  ADT,  based 
in  Boca  Raton,  Fla.,  rose  18%, 
to  2b%,  on  Mar.  17  on  news  of 
the  deal. 

The  complex  merger — in 
which  ADT  IS  technically  the 
acquirer  but  Tyco  would  be  the 
surviving  entity — was  worth 
$29  a  share  to  ADT  when  the 
deal  was  struck.  Western  says 
it  is  reviewing  its  rights  as 
ADT's  largest  shareholder. 
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gional  jets  in  its  amr  Eagle 
commuter  operation,  whose 
lower-paid  pilots  are  repre- 
sented by  a  different  union. 
American's  9,300  pilots  briefly 
struck  on  Feb.  15,  but  Presi- 
dent Clinton  intervened. 


RUPERT'S  EYE 
IS  ROVING  AGAIN 

RUPERT  MURDOCH  CAN'T  RE- 

sist  a  good  deal.  Just  weeks 
ago.  News  Corp.  announced 
that  it  would  shed  "noncore" 
assets  to  focus  on  businesses 
like  satellite  television.  But 
on  Mar.  17,  Murdoch's  com- 
pany agreed  to  spend  $754 
million  for  a  marketing  com- 
pany— Dallas-based  Heritage 
Media,  whose  products  in- 
clude machines  that  sit  on 
supeiTnarket  shelves  and  dis- 
pense coupons.  Murdoch 
plans  to  sell  Heritage's  TV 
and  radio  stations  to  pay  off 
debt.  Sources  say  Murdoch 
also  recently  considered  a  bid 
to  buy  PointCast,  the  Cuper- 
tino (Calif.)  Intemet  startup 
for  $500  million.  PointCast 
says  it  has  received  some  un- 
solicited buyout  offers  but 
plans  to  remain  independent. 

SHELL  AND  TEXACO 
TIE  A  KNOT  

ON  MAR.  1!S,  SHELL  OIL  AND 

Texaco  agreed  to  combine 
some  refining  and  gasoHne 
mai'keting  operations  in  a  new 
joint-ventiu'e  company.  It's  the 
latest  in  a  rash  of  alliances 
seeking  to  boost  profits  in  a 
bnitally  competitive  section  of 
the  oil  business.  If  approved, 
the  joint  venture  would  have 
6%  of  all  U.  S.  refining  capac- 
ity and  almost  15%  of  U.  S. 
gasoline  sales.  And  the  com- 
panies want  more:  They  are 
discussing  combining  with 
Star  Entei-prise,  the  Texaco/ 
Saudi  Arabian  venture  that 
owns  Texaco's  East  Coast  and 
Gulf  Coast  refining  and  mar- 
keting operations.  If  the  three 
do  manage  to  combine  assets, 
it  would  ci'eate  a  powerhouse 


HEADLiNER:  ERIC  SCHMIDT 


NOVELL'S  NEW  NABOB 


Just  when  it  seemed  that 
Novell  would  never  find  a 
suitable  ceo,  the  straggling 
netwoi'k  software  maker 
announced  a  coup. 
On  Mar.  18,  it 
snagged  Eric 
Schmidt,  41,  a 
pioneer  of  net- 
worked comput- 
ing who  is  chief 
technology  offi- 
cer of  Sun  Mi- 
crosystems. 

The  appointment  ends  a 
search  for  a  replacement 
for  Robert  Frankenberg, 
who  left  in  August.  Frank- 
enberg refocused  Novell  on 
networking  after  a  dis- 
ti'acting  series  of  acquisi- 
tions by  founder  Raymond 
Noorda.  But  he  couldn't 
stem  a  slide  in  sales,  earn- 
ings, and  market  share. 


Novell's  stock,  which  hit  26| 
in  Febraary,  1994,  is  trad- 
ing around  9. 

What  drew  Schmidt 
to  Novell?  "There 
are  tremendous 
assets  that 
are  not  well- 
known,"  says 
Schmidt,  who 
confesses  to  a 
"passion  for 
protocols." 
Novell  has  more 
than  50  million  customers 
and  a  technology  even 
Microsoft  can't  match: 
"directory  services"  for 
tracking  and  managing  all 
of  the  resources  on  a  net- 
work. Schmidt's  pals  also 
figure  he'll  push  the  Java 
software  he  helped  bring 
forth  at  Sun. 

By  Amy  Cortese 
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with  nearly  twice  the  share 
of  gasoline  sales  of  current 
leader  Mobil  Oil. 


STARBUCKS'  USE 
OF  THE  OLD  BEAN  

STARBUCKS    HESITATED  FOR 

weeks  before  boosting  the 
price  of  a  tall  cup  of  java  by 
five  cents  to  $1.20  on  Mar.  14. 
Too  bad  for  caffeine  addicts  it 
didn't  hold  off  another  thi'ee 
days.  Prices  of  coffee  ftitm-es, 
which  more  than  doubled  from 
Dec.  6  to  Mar.  14,  plummeted 
on  Mar.  17,  thanks  to  rising 
inventories.  Sadly,  this  price 
hike  is  good  to  the  last  drop. 
Starbucks  wants  a  profit 
cushion  to  protect  itself  from 
the  next  jump  in  java  futiu'es. 

A  POSSIBLE  RUN 
ON  SPRINT  

IS  ANOTHER  MAJOR  TELECOM 
merger  on  the  way?  Britain's 
Cable  &  Wii'eless  is  consider- 


ing  a  takeover  bid  for  Sprin 
according  to  a  Mar.  19  aitic 
in  The  Wall  Street  Jo2irnafm 
Cable  &  Wireless  talked 
France  Telecom,  which  owr 
10%  of  Sprint,  to  line  up  suj 
port  for  a  possible  bid,  the  pi 
per  says.  Both  Sprint  an 
France  Telecom  criticized  th  ™ 
report — but  didn't  deny  thj  ''f* 
any  deal  was  possible.  Th  *lly 
real  story?  c&w's  aggressiv  ^' 
new  CEO,  Richard  Brown, 
interested  in  expansion.  B 
a  deal  would  face  major  regi| 
latory  hurdles. 
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ETCETERA... 


■  PepsiCo  has  a  five-yea 
$50  million  marketing  dej 
with  big-league  baseball 

■  Saudi  Prince  Alwaleed  bil( 
Talal  bought  a  5%  stake  i  . 
Ti-ans  World  Airlines.  ^ 

■  The  FCC  will  allow  Teh^i 
desic  to  build  and  launch  84 
satellites. 

■  R.  R.  Donnelley  hire 
William  Davis  as  CEO  tfi 
replace  John  Walter. 
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i  BALANCED  BUDGEH  DONT  WORRY, 
i  DEAL  IS  ON  THE  WAY 


phis  year's  strange-but-true  budget  talks  between  the 
Clinton  White  House  and  the  Republican  Congress  have 
I  resembled  a  rollercoaster,  cai'eening  fi'om  despaii'  to  hope, 
e  outlook  for  a  balanced-budget  deal  plummeted  in  mid- 
irch  when  President  Clinton  rejected  a  plan  to  fix  the 
isumer  price  index.  But  prospects  soared  when  House 
eaker  Newt  Gingrich  (R-Ga.)  made  a  stunning  offer  to 
stpone  cherished  gop  tax  cuts  for  an  agreement.  That 
Dmpted  a  buoyant  Clinton  to  invite  gop  budgeteers  to  a 
ike-nice  session  at  the  White  House  on  Mai'.  19. 
What's  going  on  here?  Despite  pohtical  pos- 
ting, both  sides  ai'e  barreling  towai'd  an  accord, 
won't  be  easy,  and  agreement  may  come  later 
;her  than  sooner  But  Chnton  and  gop  leaders 
Capitol  Hill  are  united  by  a  mutual  fear  of 
lure.  Chnton  wants  history  to  portray  him  as 
;  President  who  finally  hcked  the  deficit.  And 
^publicans  worry  that  if  they're  blamed  for 
ecking  the  talks,  voters  will  seek  revenge  in 
i.  As  Chnton  noted  after  his  budget  confab, 
e  have  to  do  it  this  year." 
IITICAL  BUZZ  SAW.  Still,  there  are  huge  ob- 
icles  to  overcome.  For  starters,  there's  deep 
itrust  between  the  White  House  and  Hill 
iservatives,  who  believe  they  were  outma- 
uvered  by  Clinton  during  the  contentious 
d5  budget  talks.  A  bigger  problem  may  be  NEWT:  Comp 

awing  feuds  within  each  party  that  threat-   

to  alienate  the  rank  and  file  from  their  leaders. 
Liberal  Democrats  won't  accept  a  budget  deal  that  cuts  too 
gply  into  Social  Security  or  Medicare.  Chnton's  challenge  is 
convince  the  Democrats  to  accept  modest  Medicare  spend- 
^  curbs  and  a  reduction  in  the  cost-of-Uving  fonnula  for  re- 
ement  progi'ams.  Most  economists  believe  the  cpi  over- 
ites  the  rate  of  inflation — at  a  cost  of  tens  of  billions 
tiually  to  the  Treasuiy.  But  White  House  Chief  of  Staff  Er- 
ine  B.  Bowles  ran  into  a  political  buzz  saw  when  he 


CAPITAL  WRAPUP 


broached  Senate  Majority  Leader  Trent  Lott's  idea  of  creat- 
ing a  commission  to  fix  the  colas.  Liberal  Dems  blasted  the 
proposal  as  a  backdoor  way  to  fi:iance  gop  tax  cuts  for  the 
wealthy.  The  result:  Clinton  pulled  the  plug  on  it. 

Repubhcans  are  tied  in  knots  over  taxes.  Despite  Gingrich's 
cut-taxes-later  overture,  gop  supply  siders  are  balking.  "To 
contemplate  a  Repubhcan  budget  without  tax  cuts  is  shame- 
ful," says  Representative  David  M.  Mcintosh  (R-Ind.).  In 
the  Senate,  Lott  vows  to  fight  for  tax  cuts.  Some  party 
strategists  see  un-civil  war  ahead.  "It's  a  briar 
patch,"  concedes  one  senior  gop  House  staffer. 

Still,  negotiators  on  both  sides  find  positive 
signs  in  the  bipartisan  discomfort.  "What  you're 
seeing  is  people  gi-appling  with  the  realities  of 
the  budget,"  says  Gene  Sperling,  director  of  the 
President's  National  Economic  Council.  "We're 
searching  for  common  ground."  A  Lott  adviser 
says  Newt's  entreaty  "clears  away  the  under- 
brush" and  gives  Clinton  a  path  to  compromise. 
"Repubhcans  are  giving  everything  they  can  to 
allow  Clinton  to  cut  a  deal." 

The  likely  contours  of  a  final  pact  would  con- 
tain most  of  the  cuts  Clinton  has  proposed  for  do- 
mestic progi'ams,  some  gop  spending  reductions, 
a  compromise  on  ciu'bing  Mechcai'e  gi'owth,  and  a 
handful  of  Chnton  initiatives — primarily  new  ed- 
ucation progi'ams.  The  clincher:  a  reduction  in  So- 
cial Secmity  colas  of  up  to  0.4  percentage  points, 
based  on  a  technical  recahbration  by  the  nonpartisan  Bu- 
reau of  Labor  Statistics.  That  will  provide  enough  extra 
cash  to  buy  off  consei'vative  Republicans  with  a  small  middle- 
class  tax  cut  and  possibly  a  targeted  capital-gains  reduction. 
"Both  sides  may  come  to  the  table  dripping  with  blood  to  cut 
the  final  deal,"  concedes  a  senior  Administration  official. 

Indeed,  there's  bmtal  combat  ahead.  But  Clinton  and  gop 
leader-s  believe  they've  come  too  far  to  turn  back  now. 

By  Richard  S.  Dunham,  Tvith  Mike  McNamee 


romising 


lUNPrS  HOSTILE  HINT 

•  Federal  Communications  Commis- 
ion  Chairman  Reed  E.  Hundt  is 
lUshing  broadcasters  to  speed  the 
ollout  of  digital  TV.  Hundt  is  signal- 
ng  he  won't  give  licenses  for  new 
iroadcast  spectrum  as  planned  in 
\,pril  until  the  industry  vows  to  begin 
•basing  in  digital  within  a  year, 
iroadcasters,  who  may  use  the  spec- 
rum  for  other  services,  say  it  will 
ake  at  least  two  years  to  launch  the 
witch.  FCC  Commissioner  Susan 
•Jess  is  working  on  a  compromise. 


READING  THE  SMOKE  SIGNALS      DEATH  AND  TAXES 


►  The  White  House  is  monitoring  the 
mega-negotiations  launched  last  sum- 
mer to  settle  22  state  lawsuits  against 
the  tobacco  industry.  President  Clin- 
ton's legal  troubleshooter,  Bruce  R. 
Lindsey,  has  been  meeting  with  aides 
of  Minnesota  Attorney  General 
Hubert  H.  Humphrey  III  to  discuss 
settlement  proposals.  Humphrey  also 
met  with  Vice-President  Al  Gore. 
Lindsey  hasn't  consulted  Congress 
yet  because  the  states  haven't  agreed 
on  the  outlines  of  a  possible  deal. 


►  Congress  can't  seem  to  pass  cam- 
paign finance  reform  or  cut  taxes,  but 
it's  having  no  trouble  taking  a  stand 
against  assisted  suicide.  A  bill  to  ban 
the  use  of  federal  funds  to  help  people 
kill  themselves  is  speeding  through 
the  House.  Ti-ouble  is,  federal  funds 
aren't  now  being  used  for  suicide — 
and  there's  virtually  no  chance  they 
ever  will  be.  Since  more  than  35 
states  already  ban  assisted  suicide, 
the  Hill  measure  "is  a  big  waste  of 
time,"  scoffs  a  House  staffer. 
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i'  Lill  QBrBgLilriClDIi 


Karl-Heinz  Jork  is  not  a  popular 
guy.  As  in-house  travel  manager 
for  German  electronics  giant 
Siemens,  he  has  decreed  that 
everyone  but  top  brass  must  fly  econo- 
my class  in  Europe.  With  hundreds  of 
employees  in  the  air  on  any  given  day, 
he  also  drives  hard  bargains  with  air- 
hnes.  Jork  has  sliced  his  annual  budget 
of  $1.2  bilhon  by  10%,  even  though  the 
number  of  trips  taken  is  up.  Coileagues 
grumble,  but  "I'm  not  sending  people 
on  kamikaze  airlines,"  retorts  Jork. 


His  job  may  soon  get  easier.  On 
Apr  1,  Europe  will  take  the  final  step  in 
its  10-year  joumey  to  total  air  deregu- 
lation. After  that,  European  airlines  wiU 
be  able  to  fly  between  any  two  cities  in 
the  Eui'opean  Union — even  on  domestic 
flights  inside  another  country.  Since 
1993,  they've  been  able  to  operate  be- 
tween any  two  EU  cities  across  a  na- 
tional border.  But  this  last  phase  will 
throw  open  to  full  competition  domestic 
routes  long  dominated  by  national  flag 
carriers  that  have  used  their  monopolies 


to  keep  prices  high 
Europe's  transitioi 
to  open  skies  ha; 
been  far  gentler  thai  i 
in  the  U.  S.,  when  S'* 
air  deregulation  1}  "^'^ 
1978    led    to  th< 
demise  of  such  hal 
lowed  institutions  ai  ^ 
the     original    Pai  1* 
American    Airwayi  J"'" 
Inc.  Yet  a  shakeou 
looms  in  Europe,  too  ^ 
as  low-cost  upstart!  fe"' 
challenge  national  air 
lines  on  their  hom< 
turf.  To  cushion  th( 
blow  and  save  jobs  '^'i  ^ 
governments  contin  W 
ue  to  prop  up  sucl 
flag  carriers  as  Aii  fr"" 
France,  Alitaha,  am  k 
Iberia  at  taxpayers  ^ 
expense.  But  things  HI) 
will  get  nasty  soon  Mht 
"It's   going   to  b( 
much  more  of  a  dog  red  a 
fight  than  most  peo  riclioi 
pie  envisioned  fiv(iii(>^ 
years    ago,"    says )» 
Frederick  W.  Reid  wt; 
the  46-year-old  Amer-  le^i  Ii 
ican  who  will  take  me-! 
the  controls  at  Luft-  tcei! 
hansa  on  Apr.  1.  ieesl 
Just  hke  U.  S.  up-  Stun 
starts  such  as  South-  Mb 
west   Airlines   Co.,  make 
Europe's    new    en-  ieri  1 
trants  offer  simplex  Jiiyo 
fare  structures,  elec-  ifm 
tronic  ticketing,  nc  Wi  i 
meals,  and  low,  lowiJLoi 
prices.  They  are  ex-  tfin 
ploiting  a  growing  BlINC 
demand  for  low-frills « tai 
flying  by  cost-con- if? 
scious  companies  and  toil' 
recession-battered  icai 
consumers.  Brussels-  [itH 
based    Virgin    Ex-  isee- 
press,      Germany's  iHf  n 
Eurowings,  and  Brit-iitairi 
ain's  easyJet  are  targeting  cheaper,  sec-  frifa, 
ondary  airports,  such  as  London's  Cityrb 
Aii-port  and  Bertin's  Tempelhof.  ime;' 

Discount  flights  on  heavily  traveled  b 
routes  are  causing  headaches  for  Air  I)  pi 
France  and  Lufthansa.  And  with  mo-  A  li^ 
nopolies  still  controlling  two-thirds  of  k«\ 
all  routes  in  Europe,  new  targets eal<: 
abound.  "It's  like  the  birth  of  democracy  a  aih 
in  a  dictatorial  state,"  says  Franco  Man-  ml  • 
cassola,  chairman  of  Britain's  nine-ictev, 
month-old  Debonair  Airways.  oiilji. 
Of  course,  it  will  be  European-style  fe; 
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With  state  monopolies  still  controlling  two-thirds  of 
all  routes  in  Europe,  targets  for  upstarts  abound 


mocracy.  Industry-watchers  don't  ex- 
ct  the  Big  Bang  that  air  deregula- 
\n  brought  in  the  U.  S. — largely  be- 
use  a  European  government  is 
likely  to  let  its  flag  carrier  go  out  of 
siness.  In  addition,  at  Europe's  major 
it-controlled  airports,  governments  can 
lit  the  number  of  slots  to  keep  com- 
tition  out.  And  in  contrast  to  the 
S.,  airlines  can't  buy  and  sell  slots 
thout  approval.  So  new  entrants  must 
e  secondary  airports  or  focus  on  less- 
iveled  routes. 

Nevertheless,  some  upstarts  are  al- 
ady  driving  down  fares  on  formerly 
)nopolized  routes.  Ryanair  has 
atched  40%  of  Dublin-London  traf- 

from.  Aer  Lingus.  The  result:  a 
ice  drop  to  $94  round  trip,  down 
me  44%  from  Aer  Lingus'  fares 

10  years  ago.  When  Norway's 
■aathens  safe  started  flying  the 
ockholm-Oslo  route  last  fall,  it  of- 
'ed  a  $263  round  trip  with  no  re-  [ 
•ictions.  Scandinavia  Airlines  Sys-  ' 
"n  (SAS),  which  was  charging  $500, 
unced  back  with  new  passenger 
nefits  and  a  matching  fare.  And 
len  Italy's  Air  One  introduced  its  I 
)me-Milan  flights  a  year  ago,  it  ' 
'ced  Alitalia  to  cut  its  off-peak 
ices  by  42%. 

Stung,    national    carriers  are 
[•ambhng  to  decide  which  routes  I 
makes  sense  to  defend.  Since  they  I 
;en  lose  money  on  short  hauls, 
my  of  those  wUl  be  subcontracted. 
Igium's  Sabena  World  Airlines  has 
/en  its  flights  between  Brussels  I 
d  London,  Barcelona,  and  Rome  to  I 
rgin  Express. 

SLINGS.  Another  tack  the  giants 
e  taking  is  to  franchise  shorter 
lites  to  startup  caniers  that  oper-  i 
i  30%  to  40%  more  cheaply  yet  | 
11  carry  the  national  brand  name, 
itish  Airways  plc  has  eight  fran- 
isees,  mostly  under  the  umbrella 
me  BA  Express,  flying  throughout 
itain  and  into  Scandinavia,  South 
rica,  and  the  Mideast.  Lufthansa  so 
•  has  three  German  franchisees  flying 
mestic  flights  as  Team  Lufthansa, 
lere  operating  costs  are  as  much  as 

0  per  hour  lower. 

A  riskier  way  to  crack  new  markets 
through  subsidiaries,  ba  has  tried  to 
ia\  some  German  and  French  routes 

1  subsidiaries  Deutsche  ba  and  Paris- 
sed  TAT  European  aii'lines,  with  mixed 
ccess.  In  France,  it  has  also  bought 
)ubled  Air  Liberte,  largely  for  access 
its  slots  at  Orly.  Although  it's  a  cost- 


ly way  to  gain  ground,  Carl  Michel,  who 
heads  business  development  for  ba  and 
wall  take  over  Deutsche  ba  on  Apr  1,  is 
forging  ahead  with  the  strategy.  "The 
good  times  are  coming  to  an  end  for 
Lufthansa,"  he  predicts. 

To  survive,  the  flag  carriers  are  hke- 
ly  to  rush  into  new  alhances.  Industry 
experts  see  three  to  five  global  group- 
ings emerging  over  the  next  decade.  In 
Europe,  the  most  likely  powerhouses 
will  be  BA,  KLM  Royal  Dutch  Airhnes, 
and  Lufthansa,  which  all  have  a  power- 
ful American  partner  Will  more  U.  S. 
airlines  move  in  on  Old  World  turf?  In- 

Where  Startups  Are 
Bringing  Fares  Down 

Sample  prices  on  popular  routes 

LOWEST  FARE  UNRESTRICTED 


FRANKFURT-BERLIN 


LUFTHANSA 
EUROWINGS 


$153 
$140 


ROME-MILAN 


ALITALIA  $130 
AIR  ONE  $82 


PARIS-TOULOUSE 


AIR  FRANCE  $88 
AIR  LIBERTE/TAT  $70 


STOCKHOLM-OSLO 


SAS  $244 
BRAATHENS  SAFE  $130 


$494 
$469 

$278 
$211 

$350 
$286 

$455 
$486 


LONDON-BARCELONA 


BA 

EASYJET 


$358 
$165 


$816 
$261 


DATA:  BUSINESS  WEEK 


dustry  insiders  say  the  big  American 
carriers  aren't  interested  in  regional 
routes  within  Europe.  But  those  with 
paitnerships  that  feed  transatlantic  traf- 
fic into  their  domestic  flights  expect 
deregulation  to  boost  business  as  the 
strong  European  airlines  get  stronger. 

For  example.  United  Airlines  Inc.  has 
code-sharing  agreements  with  Lufthansa 
and  British  Midland  Airways  Ltd., 
Britain's  second-largest  noncharter  car- 
rier Cyril  Murphy,  United's  vice-presi- 
dent for  international  affairs,  says  ual 


will  capitalize  on  British  Midland's  new 
freedom  to  expand  its  feeder  operations. 
And  he  expects  Lufthansa  to  be  a  win- 
ner under  deregulation,  adding:  "Every 
transatlantic  passenger  Lufthansa  car- 
ries means  more  revenue  for  United." 

Among  the  Europeans,  the  coming 
months  will  bring  a  scramble  of  deals. 
On  Apr.  1,  Air  France  and  Ahtalia  will 
begin  a  code-sharing  pact,  klm,  already 
in  an  acrimonious  but  profitable  part- 
nership with  Northwest  Airlines  Inc., 
is  looking  to  add  a  southern  European 
partner  klm  has  approached  Iberia,  but, 
says  a  U.  S. -based  industry  source. 
Northwest  thinks  Alitalia  would  be  a 
smarter  move.  "The  dance  cards  are 
filhng  up  rapidly,"  he  adds. 
POLISHED  BRASS.  The  giants  are 
also  putting  tough  managers  into 
their  top  ranks.  Swissair  has  hired 
Jeffrey  Katz,  most  recently  manag- 
ing director  of  passenger  sales  for 
the  western  U.  S.  at  American  Air- 
hnes Inc.,  as  its  new  president,  ba's 
Robert  AyUng,  who  took  the  reins  in 
January,  1996,  is  maintaining  an  ag- 
gressive focus  on  the  bottom  line. 
In  promoting  Reid  to  president, 
Lufthansa  has  created  a  new  unit 
that  gives  him  freedom  to  manage 
the  passenger  business  separately 
from  the  rest  of  the  group.  Before 
joining  Lufthansa  in  '91,  Reid  ran 
European  sales  for  American. 

Still,  some  national  carriers  seem 
fated  to  disappear.  Most  vulnerable 
are  those  that  have  been  sheltered 
by  protected  markets  and  govern- 
ment handouts.  These  include  Al- 
italia, Iberia,  Air  Portugal  (tap),  and 
Greece's  Olympic  Airways.  Politi- 
cians are  still  trying  to  carry  these 
dinosaur's.  Since  1991,  European  gov- 
ernments have  spent  $5  million  per 
day  keeping  then-  planes  in  the  air. 

Yet  even  the  most  nationalistic 
governments  will  have  a  hard  time 
coming  up  with  subsidies  as  the  ri- 
valry heats  up.  And  the  fare  wars 
wiU  only  escalate.  Jan  Krieger,  a  4;3-year- 
old  ai"chitect  in  BerUn,  flies  to  Stuttgart 
once  a  week  on  business.  He  takes 
Lufthansa  only  when  he  can't  get  a  seat 
on  Deutsche  ba — and  not  just  because 
the  upstart  is  slightly  cheaper  "Deutsche 
BA  is  friendly  and  more  relaxed,"  he  says. 
Just  one  more  thing  to  make  the  big 
earners  tense. 

By  Karen  Lowry  Miller  in  Frank- 
furt, with  Heidi  Dawley  in  London,  Mia. 
Trinephi  in  Paris,  William  Echikson 
in  Brussels,  and  burea^i  reports 


BUSINESS  WEEK  /  MARCH  31,  1997  51 


International  Business 


RUSSIA 


READY  TO  BURN 
RUBBER  IN  RUSSIA 

Foreign  carmakers  are  racing  into  the  burgeoning  market 


Volodya  Dmitriev  strokes  the  sleek 
bkie  hood  of  a  Skoda  Felicia  in  the 
showroom  of  Moscow's  Alan  car 
dealership.  "It's  a  gi'eat  car,"  he  says. 
"Still . . ."  He  looks  over  at  a  row  of 
Russian-made  Ladas.  They  start  at 
about  half  the  $10,500  sticker  price  on 
the  Skoda,  built  by  a  Volkswagen  unit  in 
the  Czech  Republic.  Dinitriev  goes  home 
without  deciding,  but  vw  is  working 
hard  to  lure  him  back.  This  summer,  it 
will  start  assembling  Skodas  in  Russia 
and  neighboring  Belarus,  sidestepping 
import  tariffs  that  account  for  30%  of 
the  sticker  price. 

For  \^  and  other  foreign  carmakers. 


the  gi'een  flag  is  out.  General  Motors 
and  Daewoo  are  abeady  assembling  cars 
in  the  former  Soviet  Union.  Ford  and 
South  Korea's  Kia  Motors  will  start  in 
the  next  few  months.  Offerings  from 
the  transplants  vrill  cost  thousands  more 
than  the  best-selling  domestic  models. 
But  the  foreignei-s  ai-e  betting  that  their 
spiffy  designs  and  superior  engineering 
will  win  over  customers  such  as 
Dmitriev.  If  they're  right,  the  race  will 
be  on  for  one  of  the  world's  great  un- 
tapped auto  markets.  Only  83  in  1,000 
Russians  own  a  car,  less  than  half  the 
ownership  rate  in  Eastem  Europe. 
Foreign  carmakers  have  good  rea- 


HE 


THAT'S  NO  LM)A 
Ai'e  Opel  sedans  and 
i  'hevrolet  utility  vehicles 
?  00  pricey  for  Moscow 
shoppers? 

sons  to  rev  theu'  engines.  Dri 
vers  stuck  for  years  in  Sovie 
clunkers  are  dying  to  trad( 
up.  Last  year,  they  snappe( 
up  50,000  imported  new  cars— 
twice  what  they  bought  ii  *• 
1995.  Altogether,  "some  850,00( 
new  cars  were  sold  in  Russii  f  '^ 
last  year,  and  industry  ana 
iysts  predict  that  the  marke' 
will  grow  at  least  4%  annuallj  ' 
tlu-ough  the  end  of  the  decade  ' 

Governments  of  former  So 
\  iet  republics  are  welcoming 
IVireign  investment  in  theii 
moribund  auto  industries.  Rus- 
sia is  letting  GM  import  com 
ponents  for  its  Chevrolet  Blaz  IP  I 
er  duty-ft-ee,  in  exchange  foi  ||  | 
setting  up  a  network  of  parts  „^ , 
suppliers.  In  Januaiy,  Russiar ''j"  >^ 
Prime  Minister  Viktor  Chernomyrdir 
drove  the  first  Blazer  off  gm's  assemblj 
line  in  Yelabuga.  Uzbekistan  gave  Dae-  |st'" 
woo  a  five-year  tax  holiday  on  the  facto 
ry  it  opened  neai-  Tashkent  last  summer 
MOPPING  UP.  South  Korean  auto  makers  i  m 
are  leading  the  way  into  the  market 
(table).    Daewoo   began   assembling  »b 
sedans  ft'om  kits  in  the  Russian  city  om> 
Rostov  in  late  1995.  Its  Tashkent  facto- ie->)- 
ry,  a  full-scale  manufacturing  operation,  Kivt 
is  expected  to  make  120,000  cars  this  s  sur 
year.  Most  will  be  sold  in  Russia,  which  A I 
puts  minimal  tariffs  on  Uzbeki  imports, 
Kia  Motors  Corp.  plans  two  kit  opera-  mob^ 
tions  in  Kaliningi-ad,  in  Russia.  One  will nil 
switch  to  full-scale  production  of  50,000  8-  Tl: 
cars  a  year-  by  autumn.  id  t 

But  most  auto  makers  are  investing  itli  ^' 
far  less  in  the  fonner  Soviet  Union  than  ij  up 
in  emerging  markets  such  as  China.  To  Ssd, 
assemble  cars  from  kits.  Ford,  CM,  and  »t>ia 
Skoda  are  setting  up  modest  operations  istm 
that  will  cost  about  $20  million  and  pro-  km 
duce  no  more  than  a  few  thousand  units  riijiii 
a  year.  The  companies  are  holding  back  Ofscli 
because  of  the  region's  still-shaky  econ-  lipM-i 


Setting  Up 
Shop  in 
the  Former 
Soviet  Union 


DAEWOO  Building  cars 
from  kits  in  Russia  and 
assembling  120,000  cars 
a  year  in  Uzbekistan. 
Vying  with  General  Motors 
for  a  partnership  with 
Ukrainian  auto  maker 
AvtoZAZ. 


FOflO  Starting  kit  assembly 
in  Belarus  in  mid-1997  and 
in  Russia  in  1999. 

^NOIAL  MOTORS  Makmg 
Chevrolet  Blazers  from  kits  in 
Russia.  Considering  joint 
venture  to  build  a  Russian 
version  of  the  Opel  Astra. 


KfA  Opening  two  kit  assembly 
plants  in  Russia  this  spring, 
with  one  to  switch  to  full-scale 
production  by  autumn. 

VOLKSWAGEN  Opening  kit 
assembly  plants  for  Czech 
unit  Skoda  in  Russia  and 
Belarus  by  mid-1997. 
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ny,  and  because  they  don't  yet  have  a 
tlid  distribution  and  service  network. 

No  one  wants  to  be  left  out,  though, 
armakers  are  still  mopping  up  after  a 
ittle  over  former  state  auto  giants  in 
astern  Europe,  where  vw  beat  Renault 
r  control  of  Skoda,  wliile  Daewoo  el- 
)wed  aside  gm  in  Poland.  Daewoo  and 
A  now  are  vying  for  a  possible  joint 
mture  with  AvtoZAZ,  the  former 
krainian  state  auto  maker  "Once  the 
•onomic  situation  stabilizes,  [the  former 
)viet  Union]  can  be  a  market  of  major 
!e,"  says  W.  Wayne  Booker,  Ford  vice- 
lairman  for  emerging  markets.  "It  is 
)solutely  essential  that  we  be  there." 
In  contrast  to  Eastern  Europe,  for- 
gn  carmakers  aren't  courting  the  now- 
ibt-ridden  companies  that  dominated 
.6  Soviet  auto  industry.  Instead,  most 
■6  teaming  with  smaller  manufactur- 


ERMANY 


ers.  Ford  plans  to  build  Escorts  in  a 
former  Belaiois  tractor  factory,  in  part- 
nership with  a  local  car  dealership  and 
the  Belains  government,  gm  is  talking  to 
AvtoVAZ,  maker  of  the  Lada,  about  a 
ventiu'e  to  produce  a  Russian  version 
of  the  Opel  Astra.  But  gm  wants  to  build 
a  plant  on  the  Finnish  border,  far  fr-om 
AvtovAZ's  1960s- vintage  factoiy  near  the 
Volga  River. 

Bringing  sticker  prices  down  is  the 
biggest  chaOenge.  Russian  drivere  prefer 
spacious  American  cars  to  European 
models.  But  cb'eam  machines  such  as  the 
Blazer,  which  retails  for  more  than 
$25,000  even  without  import  tariffs,  are 
too  costly  for  most  consumer.  Piices  for 
models  such  as  the  Ford  Escort,  now 
selling  for  $14,100  in  Moscow,  should 
drop  once  they  are  produced  in  the  for- 
mer Soviet  Union  and  no  longer  subject 


to  high  taiiffs.  However,  Ford  is  still  of- 
fering even  pricier  brands  in  Russia.  In 
early  March,  it  introduced  the  Taurus 
family  sedan,  which  sells  for  $48,467. 

There  may  be  other  bumps  ahead  for 
the  auto  makers.  Many  Russians  are 
wary  of  foreign  cars  because  they  are 
targets  for  thieves  and  bribe-hungry 
traffic  police.  Moreover,  consumer  tastes 
are  hard  to  predict  in  the  chaotic  rush 
to  capitalism.  After  surveying  Skodas 
and  Daewoos  at  the  Alan  dealership, 
customer  Akhmed  Mirzoyev  announces 
that  he  has  decided  to  buy  a  Lada.  "I 
just  need  something  for  running  eiTands 
around  town,"  he  explains.  "Of  coui'se,  I 
ab'eady  have  a  Mercedes."  Nobody  said 
figuring  this  market  out  would  be  easy. 

By  Carol  Matlack  in  Moscow,  with 
Keith  Naughton  in  Detroit  and  David 
Woodruff  in  Bonyi 


ecuted  one  of  Germany's  first  major  hos- 
tile takeovers  when  he  acquii'ed  Hoesch 
five  years  ago.  Resistance  then  was 
equally  sharp.  Protesting  workers 
camped  on  the  front  lawn  of  his  home  for 
weeks.  But  Cromme  persevered,  ulti- 
mately tiimming  25,000  jobs  and  proving 
his  willingness  to  buck  Gennany's  in- 
gi'ained  tradition  of  consensus  decision- 
making. 

Observers  familiar  with  Cromme's 
style  bet  that  if  talks  with  Thyssen  fail, 
Kiupp's  bid  will  be  difficult  to  stop  this 
time,  too.  Cromme  has  already  Uned  up 
financing  with  banks  such  as  Deutsche 
Bank  and  Dresdner  Bank.  "The  question 
really  is:  Does  he  give  in  to  political 
pressure  or  not?"  says  consultant 
Roland  Berger,  who  helped  Krupp 
merge  with  Hoesch. 
MAKING  NOISE.  Analysts  say  combining 
the  giants  makes  sense.  They  could  gain 
economies  of  scale  in  rolled  steel  used 
in  the  auto  and  apphance  industries.  To- 
gether, they  would  produce  about  2.5  mil- 
Hon  tons  annually,  or  about  25%  of  Eu- 
rope's output.  That  could  help  the 
German  companies  overcome  theii"  $30- 
per-ton  cost  disadvantage.  The  merged 
operation  could  shed  20,000  workers  and 
save  up  to  $600  inillion  a  year  in  operat- 
ing costs.  "There  are  significant  advan- 
tages," says  Rod  Beddows,  chaiiTnan  of 
London-based  Beddows  &  Co. 

Although  his  opponents  are  making 
the  most  noise,  Cromme  has  poweiful 
supporters.  Rolf-Ernst  Breuer,  who  will 
become  Deutsche  Bank's  ceo  this 
spring,  welcomed  Krupp's  bid.  He  says 
the  takeover  might  serve  as  a  model 
for  other  deals  in  Gennany.  Indeed,  a 
more  freewheeling  merger  cultui'e  could 
speed  the  push  to  i-eform  the  country's 
sluggish,  tradition-bound  economy.  For 
the  moment,  though,  Cromme  seems  to 
be  fighting  that  battle  on  his  own. 

By  David  Woodmff  in  Bonn 


HE  LONG  ARMS 
IF  KRUPP 

EO  Cromme's  bid  for  Thyssen's  steel  unit  will  be  hard  to  stop 

^  erhard  Cromme 

I stood  behind  a  row 
of  plexiglas  riot 
ields  as  he  addressed 
1  angry  mob  of  steel- 
orkers  outside  the  Es- 
n  headquarters  of  Ger- 
any's  Ki-upp  group, 
le  54-yeai-old  chief  ex- 
utive  was  explaining 
s  surprise,  $8  billion 
istile  bid  for  rival  steel- 
aker  Thyssen.  But  the 
;monstrators,  fearing 
b  cuts,  weren't  listen- 
g.  They  hurled  eggs 
id  drowned  him  out 
ith  shouts  of  "string 
m  up"  and  "job  killer." 
Such  was  the  turbu- 
nt  start  of  German  in- 
istiy's  most  important 
keover  attempt  since 
rupp  snapped  up  rival 
oesch  in  1992.  The 
lyssen  bid  wasn't  sup- 
)sed  to  happen  until 

immer.  But  Cromme   

as  forced  to  ad  lib  when  word  of  the 
an  leaked  out  on  Mar.  17.  "He  had  to 
ve  up  or  act,"  says  a  source  familiar 
ith  Cromme's  strategy. 
The  fii'estorm  of  protest,  plus  pres- 
ire  fi-om  local  pohticians  in  Germany's 
uhr  iTjst  belt,  have  forced  Cromme  to 
ick  off  temporarily.  On  Mar.  19,  he 
^reed  to  suspend  his  bid  while  dis- 


SHIELDED:  Cromme  gets  set  to  talk  to  demonstrators 


cussing  a  merger  of  the  two  companies' 
steel  operations  with  Thyssen  ceo 
Dieter  H.  Vogel,  a  good  friend  with 
whom  Cromme  has  vacationed  in  the 
past.  If  the  talks  fail  to  make  progress 
within  eight  days,  however,  Cromme 
has  vowed  to  return  to  the  trenches. 

That  thi-eat  has  heft.  Cromme,  a  Hai-- 
vaixl  business  school  gi-aduate,  deftly  ex- 
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MEXICO 


STATE  OF  SIEGE 

FOR  MEXICO'S  RULERS 

Furious  voters  may  clobber  the  PRI  in  midterm  elections 


A 


n  election  backlash  against  comap- 
tion  and  violence  in  a  state  just 
i  south  of  Mexico  City  spells  deep- 
ening woes  for  the  long-mling  Institu- 
tional Revolutionary  Party  (pki).  Oppo- 
sition paities  won  control  of  the  Morelos 
legislatm'e  and  four  major  cities  in  Mar. 
16  elections. 

The  upset,  presaging  a  potential  fri 
rollback  in  July's  midteiTn  elections,  un- 
derscores the  continuing  erosion  of  the 
FRl's  68-year  grip  on  power  A  rash  of 
drug  scandals  is  adding  to  voter  dis- 
gust. And  despite  the  economy's  gi-adual 
revival  fi'om  a  crushing  recession,  the 
benefits  haven't  yet  trickled  down  to 
most  Mexicans'  paychecks.  "People  want 
change,"  says  Juan  Sanchez  Navarro, 
vice-president  and  executive  director  of 
leading  brewer  Gi-upo  Modelo.  "We're 
witnessing  the  awakening  of  civic  awar-e- 
ness  in  Mexico  of  a  kind  that  hasn't 
been  seen"  since  the  1910  beginning  of 
the  Mexican  Revolution,  he  says.  That 
means  President  Clinton  will  encounter 
a  country  in  ferment  when  he  visits 
Mexico  on  Apr.  11. 

PROBERS.  Following  the  mid-term  elec- 
tions, President  Ernesto  Zedillo  Ponce 
de  Leon  may  face  a  Congress  eager  to 
start  investigations  into  corruption  and 
a  Mexico  City  mayor  eager  to  make  the 
capital  into  a  showcase  for  opposition 


The  PRI  counted 
on  economic 
recovery  to  quiet 
anger,  but  voters 
aren't  soothed 


rule.  Basic  Mexican  economic  policies 
are  unlikely  to  change,  because  the  pri 
may  retain  a  plurality  in  Congress  and 
the  conservative  National  Action  Party 
(PAN)  often  sides  with  the  government 
on  economic  issues.  But  both  the  PAN 
and  and  the  left-leaning  Party  of  the 
Democratic  Revolution  (PRD) — whose 
candidate,  Cuauhtemoc  Cardenas,  leads 
in  most  polls  to  become  the  first  elected 
mayor  of  Mexico  City — will  fight  for 
more  spending.  That  could  slow  Zedillo's 
economic  reforms.  While  foreign  in- 
vestors may  take  such  democratic  tur- 
bulence in  stride,  the  question  is 
whether  Mexican  investors  will  get  jit- 
tery and  hoard  their  money  or  bolt. 

The  PKI  has  been  counting  on  the 
economic  recovery  to  help  recoup  the 
political  losses  it  has  suffered  since  the 
December,  1994,  peso  collapse  triggered 


a  deep  recession.  The  pan  already  go\ 
erns  four  states  and  the  six  larger 
cities  outside  the  capital.  Now,  th 
Morelos  results  show  that,  with  crim 
out  of  control  and  salaries  yet  to  re 
cover,  Mexican  voters  aren't  satisfle 
with  rosy  economic  forecasts.  Early  rt 
turns  showed  that  the  pan  won  the  cit 
hall  in  Cuernavaca,  the  state  capita 
while  the  prd  captui-ed  thi-ee  cities  am 
the  legislature.  The  vote  was  a  repudi 
ation  of  the  state's  pri  governor,  Jorg 
Carrillo  Olea,  whose  three  years  in  o: 
fice  have  been  marked  by  violence,  ir 
eluding  an  epidemic  of  kidnappings.  A] 
though  Me.xicans  are  less  concerned 
about  drugs  per  se  than  about  th 
spread  of  all  kinds  of  crime,  CarrilL 
Olea's  reputation  took  a  further  blov 
with  a  report  in  The  New  York  Time 
alleging  that  he  had  protected  drug  tral 
fickers,  a  char-ge  he  denies. 
HOPELESS?  The  latest  pri  setback  wa 
the  Mar.  17  arrest  of  an  army  genera 
on  charges  he  offered  $1  n"iillion  a  montl 
in  bribes  on  behalf  of  Mexico's  mos 
lethal  drug  cartel.  This  followed  las 
month's  arrest  of  the  country's  forme: 
antidrug  czar  for  alleged  drug  ties 
"Every  piece  of  news  reconfii'ms  thi 
opinion  of  a  gi'owing  number  of  the  elec 
torate  that  the  system  is  relatively 
hopeless  and  it's  time  to  sweep  the  th< 
pri  out,"  says  poUtical  scien 
tist  Federico  Estevez. 

So  far,  opposition  parties 
have  downplayed  drugs  ii 
campaigns  against  the  pri 
They  see  the  scandals  as  jus1 
a  facet  of  the  wider  coirup 
tion  engender-ed  by  one-partj 
rule.  "It's  the  most  recent 
chapter  in  a  long  history,' 
says  Carlos  Castillo  Peraza 
PAN  candidate  for  Mexico  Citj 
mayor.  A  nationalist  backlash  against 
the  debate  in  Washington  over  U.  S 
"certification"  of  Mexico's  di"ug  policies 
may  have  helped  the  pro,  the  most  na- 
tionalist of  the  three  parties,  says  Vi- 
cente Licona,  director  of  the  Mexico 
City  polling  film  Indemerx-  Louis  Harris 
So  far,  the  drug  scandals  appear  tc 
have  left  the  recovei-y  unscathed.  But  as 
opposition  parties  gain  strength,  Wash 
ington  will  need  to  reassess  how  it  does 
business  with  Mexico.  The  pri  is  "the 
old-guard  elite  that  has  lost  control  and 
doesn't  realize  what  kind  of  trouble  it's 
in,"  says  one  U.  S.  Senate  staffer.  That 
causes  jitters  about  what  could  follow. 
"Wlien  you  lose  the  PRI,"  he  adds,"  you 
don't  know  what  will  happen."  These 
days,  even  with  the  pri  still  in  power, 
there's  no  way  of  knowing. 

By  Elisabeth  Malkin  in  Mexico  Citi 
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HE  ETHNIC  TINDERBOX 
NSIDE  CHINA 


rhe  Dalai  Lama's  Mar.  22-27  visit  to  Taiwan  is  causing  a 
big  brouhaha  in  Beijing.  Chinese  officials,  edgy  after  a 
string  of  fatal  bombings  in  Xinjiang  and  Beijing,  say  the 
p  "undermines  the  unity  of  the  Motherland"  and  claim 
at  the  spiritual  leader  of  Tibetan  Buddhism  is  fomenting 
paratism.  But  the  Dalai  Lama,  who  preaches  nonviolent  op- 
sition  to  China's  repression,  may  be  the  least  of  Beijing's 
paratist  worries. 

China's  whole  periphery,  fi-om  Xinjiang  to  Tibet  and  Yun- 
n,  is  now  a  necklace  of  ethnic  discontent, 
njiang's  Uigur  Muslims  delivered  their  sep- 
atist  message  with  bombs  after  Deng 
aoping's  death.  Now,  they  are  calling  for 
-ikes.  "Xinjiang  has  the  potential  of  becoming 
lina's  Northern  Ireland,"  warns  Bairy  Saut- 
in,  social  science  professor  at  the  Hong  Kong 
diversity  of  Science  and  Technology. 
Beijing  would  need  to  overreact  badly  to 
ach  such  a  pass.  But  the  initial  omens  ai'e  not 
omising.  Nerves  in  Beijing  are  on  a  hair 
igger  as  Deng's  successor.  President  Jiang 
min,  seeks  to  strengthen  his  giip  on  power, 
iports  fi'om  Uigur  exiles  claim  that  mass  ar- 
sts  and  summary  executions  of  Muslim 
monstrators  by  Chinese  security  forces  pro- 
'ked  the  bombings. 

)T  SPONTANEOUS.  If  Beijing  believes  some  of 
e  scary  scenarios  now  making  the  rounds, 
e  latest  bloody  incidents  could  look  like  an  innocuous  pre- 
de.  One  Chinese  dissident,  who  spent  more  than  a  decade 
iled  in  Xinjiang,  says  the  cuiTent  violence  is  a  deliberate 
rategy,  decided  by  many  disaffected  groups  long  ago,  to  test 
iijing's  resolve  and  power  once  Deng  died.  "Beginning  now. 
Dm  year  to  year  the  crises  will  increase,"  he  says. 
Beijing  seems  stunned  by  the  possibility  that  ethnic  um-est 
ight  be  infectious.  But  officials  are  stumped  about  how  to 
iccinate  the  system  against  it.  Policy  swings  wildly  from 


XINJIANG:  Tc-stnuj  Lrijnnj: 


turning  the  screws  of  repression  even  harder  to  killing  with 
kindness  through  occasional  conciliatory  gestures  such  as 
promising  to  improve  living  standards  for  minorities. 

The  authorities'  wonies  may  be  justified.  Ethnic  distur- 
bances could  jump  from  Xinjiang  to  Tibet  and  other  areas. 
Hui  Muslims,  for  instance,  are  chafing  under  the  majoiity  rule 
of  Cliina's  dominant  Han  people.  Late  last  year,  they  blocked 
streets  in  the  Shaanxi  city  of  Xian  for  days  after  a  Hui  died 
in  police  custody.  The  Hui  also  present  a  more  insidious 
threat  to  central  control.  "The  drug  trade, 
which  is  gi'owing  all  over  China,  is  in  their 
hands,"  says  James  Seymom;  a  China  specialist 
at  Columbia  University. 
RIOTS  PREDICTED.  Calls  for  stability  at  the  re- 
t  ent  National  People's  Congress  meeting  in 
Beijing  are  telltale  signs.  They  are  code  for 
wonies  that  the  Communist  Party's  rule  may 
itself  be  vulnerable.  Chinese  labor  activist  Han 
Dongfang,  now  exiled  in  Hong  Kong,  points 
to  miUions  of  losers  from  Deng's  economic  re- 
f(jrms.  In  such  situations,  argues  Han,  Chinese 
people  traditionally  see  three  options:  submis- 
sion, suicide,  or  rebellion.  While  dispossessed 
workers  may  still  be  at  stage  one,  warns  Han: 
"the  shift  to  option  three  happens  suddenly, 
without  warning." 

Even  optimists  can  foresee  worker  riots. 
William  Overholt,  managing  director  for  Asia 
research  at  Bankers  Tiaist  Asia  Ltd.  in  Hong  Kong,  pre- 
dicts them  along  with  continued  challenges  to  authority  by  mi- 
norities. But  he  says  that's  a  far  cry  fi-om  toppling  the  party 
and  defeating  the  3  million  strong  People's  Liberation  Army. 

Jiang,  however,  is  taking  no  chances.  It  wasn't  a  joke 
when  he  donned  a  LTigiu'  Muslim  skullcap  at  a  recent  party 
event  in  Beijing.  The  Dalai  Lama  in  Taiwan  and  separatist 
bombs  at  home  have  captured  his  and  the  paily's  attention. 

Bij  Da  ve  Lindorff  iji  Hong  Kong 


GLOBAL  WRAPUP 


>U.S.-JAPAN  WARMING  TREND 

►  Both  Americans  and  Japanese  are 
lappier  about  U.S.-Japan  bilateral 
ies  than  they  have  been  for  years.  A 
5fomiuri  Shimbun-Gallup  Organization 
Doll  of  more  than  3,000  people  in  both 
lountries  in  January  found  that  46% 
;'ated  mutual  relations  as  "good"  or 
'very  good." 

That's  the  best  level  since  President 
Ronald  Reagan's  days  and  a  dramatic 
improvement  fi-om  the  record  low  of 
less  than  30%  in  1995.  The  main  rea- 
sons: reduced  bilateral  trade  tension 


and  less  Japanese  anxiety  over  the 
military  alliance.  Strains  peaked  after 
three  U.  S.  servicemen  raped  an  Oki- 
nawan  schoolgirl  in  199-5.  They  eased 
with  last  yeai-'s  agreement  to  return 
the  U.  S.  air  base  at  Futenma  in  Oki- 
nawa to  Japan. 

ALCATEL-THOMSOH? 

►  French  communications  giant  Alca- 
tel Alsthom's  chances  of  taking  over 
defense  contractor  Thomson-CSF  are 
looking  distinctly  rosier  now  that  the 
company  has  returned  to  profits. 
Although  the  French  government 


rebuffed  Alcatel's  initial  approach, 
CEO  Serge  Tchuruk  says  he  still  wants 
Alcatel  to  become  Thomson-csF's 
majority  shareholder  in  an  alliance 
with  planemaker  Dassault  Aviation. 

The  government  favored  seUing 
Thomson-CSF  to  defense  concern  Matra 
Hachette  until  Matra  dangled  Thom- 
son's consumer  electronics  activities  to 
Koi'ea's  Daewoo.  Tchiu-uk  argues  his 
scheme  would  produce  a  stronger  re- 
sult, melding  Dassault's  defense  and 
Alacatel's  civilian  technologies.  Having 
put  Alcatel  back  on  a  gi-owth  path,  his 
logic  may  be  more  compelling. 


BUSINESS  WEEK  /  MARCH  31,  1997  57 


SLx  years  into  the  economic  expansion  of  the  1990s,  and 
the  Hving  is  easy.  Almost  3  miUion  jobs  have  been 
added  over  the  past  year  alone,  and  consumer  confi- 
dence is  soaiing.  Company  coffers  ai'e  brimming  with 
profits,  the  stock  market  is  in  the  stratosphere,  and 
inflation  is  actually  falling. 

Perhaps  best  of  all,  to  many  it  seems  the  good  times  can 
go  on  for  yeai's.  That  old  bugaboo  of  capitalism — the  business 
cycle — has  been  tamed,  accord- 
ing to  today's  conventional  view. 
Rather  than  experiencing  the 
booms  and  busts  of  old,  the 
economy  is  on  a  steady  gi-ow1:h 

path.  Companies  are  avoiding  past  excesses,  using  computers 
and  improved  communications  to  manage  inventories  better 
and  to  boost  workers'  productivity.  "Information  technology 
has  doubtless  enhanced  the  stability  of  business  operations," 
said  Federal  Reserve  Chairman  Alan  Greenspan  in  his  Feb. 
26  testimony  before  Congress.  His  biggest  woiTy?  An  over- 
heated stock  market. 

But  it  is  not  the 
stock  market  or  in- 
ventories or  even  in- 
flation that  will  deter- 
mine how  long  this 
expansion  will  last. 
Nor  will  auto  sales, 
housing  starts,  or-  any 
of  the  traditional 
cyclical  indicators  give 
the  fii-st  warnings  of 
an  impending  reces- 
sion, as  they  did  in 
1979  and  1989. 

Instead,  thei-e  is  a 
new  business  cycle, 
tied  to  the  health  of 
the  high-tech  sector. 
Riding  a  wave  of  tech- 
nological optimism,  the 
computer,  software, 
and  communications 
industries  have  grown 
at  a  pace  far  exceed- 
ing the  rest  of  the 
economy  over  the  past 
three  years,  helping  to 
extend  the  expansion. 

But  this  exuberance 
has  a  price:  With  high 
tech  having  gi'ovm  so 
big,  the  economy  is 
now  vulnerable  to  a 
high-tech  slowdown  in 
a  way  that  was  never 
trae  before.  And  there 
are  already  troubling 
signs  of  weakness  in 

those  industries  that,  if  prolonged,  could  foreshadow  a  wider 
slump — as  well  as  a  steep  decline  in  the  stock  market. 

The  distinctive  character  of  the  new  business  cycle  raises  the 
odds  of  policy  mistakes.  Like  genei^als  fighting  the  last  wai;  the 
Fed  seems  to  be  focusing  on  traditional  cychcal  indicators, 
such  a-s  retail  sales,  new-home  starts,  and  industrial  production, 
that  have  aD  been  upbeat  recently.  These  ai-e  "still  what  drives 
the  business  cycle,"  says  Fed  Governor  Laui-ence  H.  Meyer 
Meanwhile,  semiconductor  shipments  and  other  measui'es  of 
high-tech  growth  hardly  are  mentioned  by  Greenspan  and 
other  policymakers,  despite  theii-  economic  importance.  "The 
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The  New 

Business 
Cycle 

It  used  to  be  housing  and  autos. 
But  now,  high  tech  rules.  And  a  stall 
there  could  stagger  the  economy 


By  Michael  J.  Mandel 


■1 
» 

Fed  needs  to  look  not  just  at  inflationary  measures  but  also  ; 
what  part  of  the  technology  cycle  we  are  in,"  says  G.  Da 
Hutcheson,  president  of  VLSi  Research  Inc.,  a  Silicon  Valley  r( 
search  fimi. 

Certainly  there  is  little  doubt  that  high  technology  has  r( 
placed  the  traditional  cyclical  industries  as  the  main  drivin 
force  for  gi-owth.  In  the  past  three  years,  the  high-tech  se( 
tor  has  contributed  27%  of  the  growth  in  gross  domesti 

product,  compared  with  14%  fo 
residential  housing  and  only  4 
for  the  auto  sector.  Over  th 
past  year;  a  stunning  33%  of  gd 
gi'owth  has  come  fi'om  informs 
tion-technology  industries,  propelled  by  everything  from  th 
Internet  boom  to  the  rise  of  direct-broadcast  satellite  telev: 
sion  (chart,  page  60). 

The  unique  nature  of  an  expansion  led  by  high  technolog 
explains  why  the  U.  S.  has  been  able  to  sustain  a  lower  ur 
employment  rate  vdth  faster  grovi^th  and  less  inflation  tha 

economists  ever  be 
lieved  possible.  De 
spite  strong  deman( 
and  rising  wages  fo 
programmers,  net 
work  technicians,  an(  ^ 
other  high-tech  work? 
ers,  inflationary  pres 
sures  are  counteract: 
ed   by  constantly 
falling  prices  for  sucl 
products  as  comput 
ers  and  communica 
tions  equipment 
Meanwhile,  with  th(L 
rest  of  the  economjf 
gi'owing  at  a  meagei 
1.8%  annual  rate,  the, 
demand  for  worker* 
outside  of  high  teci' 
has  not  been  stronj: 
enough  to  drive  uj.j 
wages.  A  busines.^ 
WEEK  analysis  showi 
that  real  wages  foil 
nonsupervisoiy  work 
ers  outside  high  tec 
have  risen  by  just] 
0.3%  in  the  past  yeai 
hardly  enough 
trigger  inflation. 

But  the  business 
cycle  has  not  disap-| 
peared.  To  the  con 
traiy:  High  technolo 
gy  is  more  volatile] 
than  the  automobile] 
industry,  with 
biggest  swings  drive: 
by  new  technologies  (chart,  page  64).  When  the  new-product| 
pipeline  temporaiily  slows,  as  it  did  in  1985  and  1989,  demand 
can  fall  shai-ply.  But  a  hot  new  technology,  such  as  the  Inter-| 
net,  can  send  sales  skyi-ocketing  just  as  suddenly.  "Everyi 
time  we  thought  something  about  our  business  was  less  cycli-^ 
cal,"  says  Andrew  S.  Grove,  chief  executive  at  Intel  Corp., 
"the  next  cycle  was  bigger  than  the  earlier  one." 

There's  another  factor  that  could  compound  the  impact  of] 
the  tech  cycle:  High  tech  has  gi'own  so  large  and  important 
that  there's  a  feedback  loop  to  the  rest  of  the  economy.  When 
times  are  good,  fast-growdng  high-tech  companies  throw  off 
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The  High-Tech  Sector 
Is  Accelerating... 


..Bolstering 
Wages... 


money  that  fuels 
general  prosperity, 
which  in  turn  sus- 
tains the  demand  for 
high-tech  products. 
An  expanding  high- 
tech sector  spends 
big  dollai-s  on  eveiy- 
thing  fi'om  advertis- 
ing to  new  buildings 
to  cleaning  services. 
High-tech  profits 
boost  stock  prices, 
making  investors 
more  willing  to 
spend.  And  rising 
wages  and  bonuses 
for  high-tech  work- 
ers finance  the  pui'- 
chases  of  new  cars 
and  homes.  Indeed, 
high-tech  jobs  and 
industries  have  ac- 
counted for  roughly 
20%  to  25%  of  the 
real  wage  and  salaiy 
growth  over  the 
past  year,  according 
to  new  BUSIXESS 
web:k  calculations, 
making  them  the 
key  support  for  con- 
sumer spending. 

But  if  and  when 
things  turn  sour, 
look  out.  Informa- 
tion technology — 
now  the  single 
largest  line  in  many 
corporate  capital 
budgets — will  make 

a  tempting  target  for  cost-cutting  if  the  product  cycle  slows, 
or  if  the  rest  of  the  economy  should  slip  because  of,  say,  a 
Fed  rate  hike.  Inventories  are  lean,  and  with  3.5  million 
jobs  eliminated  since  1989,  Corporate  America  has  squeezed 
most  of  the  fat  out  of  its  woi-kforce.  Next  time  the  economy 
slows,  the  only  way  tight -pressed  companies  can  save  money 
will  be  to  delay  nonessential  info-tech  projects.  "Our  industry 
used  to  be  immune  from  the  business  cycle,"  says  Eric  A. 

Benhamou,  ceo  and 
chairman  of  3Com 
Corp.  "We're  no  long- 
er flying  under  the 
radar.  Thei'e's  just  too  much  money  being  spent." 

The  downside  of  the  new  business  cycle  could  have  dra- 
matic consequences  for  emplo^^nent,  investment,  and  gi'owth. 
In  Silicon  Valley,  in  Boston,  and  in  other  high-tech  hotbeds 
across  the  countiy,  a  multitude  of  software  companies  are 
staffing  up  in  expectation  of  20%  annual  growth,  hiring 
hordes  of  progi-ammers,  testers,  and  technical  WTiters  who 
would  not  be  needed  if  high-tech  sales  slowed.  "It's  a  specu- 
lative bubble,"  says  Larry  Kimbell,  director  of  the  UCL.^/An- 
derson  Business  Foi-ecasting  Project,  "and  there  will  be  a  lot 
of  very  disappointed  j^eople"  when  the  boom  slows. 

If  profits  drop  sharply  enough,  most  high-tech  companies 
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would  have  to  cui 
tail  new-product  de:p 
velopment  and  th| 
construction  of  facf! 
tories.  Ventui-e-cajyj- 
tal  fimds,  now  goin  ! 
begging,  would  dr 
up.  As  the  break 
neck  pace  of  techno 
logical  chang 
slowed,  buyer 
would  have  less  res 
son  to  upgrade  im 
mediately   to  th 
next  generation  o 
computers  or  soft 
ware,  dampenin 
demand  even  mor< 
"If  our  rate  of  inno 
\ation  slowed,  anc 
the  buying  inomen 
tum  eonsequentl; 
lessened,  presum 
ably  that  could  havi 
repercussions  on  th( 
whole  economy, 
says  Grove. 

A  slowdown  i] 
high  tech  could  hoL 
dire  consequence; 
for  the  stock  marl 
ket.  From  1993  t 
the  end  of  199i 
high-tech  stocki 
have  been  the  marl 
ket  leaders,  pullin: 
other  sectors  aloni 
with  them.  Ove: 
that  three-yea 
stretch,  high-tec 
stocks    have  pro 


Cover  Story 


duced  blistering  annual  returns  of  35%^,  compared  with  2091, 
for  the  s&p  500.  The  surge  in  tech  stocks  has  given  many  o4;  - 
them  sky-high  price-earnings  multiples  on  the  expectation  ol  r  r 
soaring  future  gi'owth.  An  unexpected  slowdowm  in  high- 
tech  demand  could  send  those  stocks  tumbling,  knocking  the  tj. 
rest  of  the  market  from  its  record  levels.  j-.p; 
FALL-OFF.  There  are  some  signs  that  such  a  high-tech  slow-  [j: 
dowTi  may  ah'eady  have  stalled.  For  one  thing,  tech  stocks,  as  s... 
measiu'ed  by  the  Morgan  Stanley  High  Tech  Index,  ai'e  do-wi 
15%  since  mid-Januaiy.  For  another,  demand  for  high-tech  . 
equipment  is  weakening.  Chip  sales  dropped  by  3%  froir  ; 
December  to  January  and  are  down  14%  from  a  yeai"  eai'lier 
accoi'ding  to  a  Mar.  13  report  ft-om  the  Semiconductor  In-  , 
dustiy  Assn.  Govenunent  figiu-es  show  consumer  spending  or. ; 
computers  rising  at  its  slowest  rate  since  1992,  while  un-  j.;,^ 
filled  orders  for  infoiTnation-technolog>'  equipment  ai'e  shiink-  j . 
ing  for  the  fii'st  time  since  1994.  "We  knew  retail  was  slow,  u  . 
but  now-  the  coi-porate  side — where  most  of  the  money  is  j. 
made — is  showing  signs  of  weakness  as  well,"  says  Robinson-j^^i^ 
Humphi-ey  Co.  analyst  Robert  Anastasi,  who  follows  computer 
sales.  Adds  Richard  C.  O'Brien,  economist  for  Hewlett- 
Packard  Co.:  "We  think  we're  in  the  late  stages  of  a  business 
cycle,  and  we're  exhibiting  the  lower  gi-owth  rates  you'd  ex- 
pect," because  of  lower  capital  spending. 


Over  the  past  year,  fully  one-third  of  GDP  growth  has  com^^ 
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Of  course,  this  high-tech  slowdown  may  turn  out  to  be  a 
lip  in  a  remarkable  upward  trajectory.  Cheaper  computers 
'om  Compaq  Computer  Corp.,  Packard  Bell  NEC  Inc.,  and 
thers  could  stimulate  demand  at  the  low  end  of  the  market, 
'he  Internet  may  continue  to  open  up  a  range  of  new  appli- 
ations.  And  even  an  extended  high-tech  pause  may  be  cush- 
)ned  if  global  demand  rebounds. 

But  even  if  high  tech  is  the  futui'e  of  the  economy  over  the 
)ng  nm,  that  does  not  preclude  a  bumpy  ride  along  the  way. 
n  many  ways,  this  period  resembles  the  second  half  of  the 
9th  century,  also  a  time  of  massive  investment  in  a  new 
3chnology:  the  railroads.  From  1869  to  1893,  the  miles  of  rail 
rack  quadnipled,  and  rail  shipping  costs  dropped  dramatical- 
I,  opening  up  lai'ge  pails  of  the  countiy  for  manufactiu-ing  and 
ommercial  agi-iculture.  The  raiboads  themselves  consumed 
luch  of  the  U.  S.  steel  and  coal  production  and  accounted  for 
Imost  20%  of  all  investment.  Overall,  the  raihoads'  expansion 
leled  an  economy  that  gi'ew  an  average  of  5%  annually. 
iROWiNG  FORCE.  But  the  long-tenn  growth  in  tliis  period  con- 
eals  two  shaip  downturns,  both  linked  to  the  raih'oads.  The 
anic  of  1873  was  caused  largely  by  railroad  overexpansion, 
jading  to  a  slew  of  railroad  bankruptcies  and  an  abrupt  de- 
line  in  new  investment.  And  the  mini-depression  that  start- 
d  in  1893  was  gi'eatly  aggravated  when  ovei'built  railroads 


sharply  curtailed  the  constinc- 
tion  of  new  tracks. 

Like  the  railroads  in  the  late 
19th  century,  high  tech  is  the 
leading  sector  of  the  economy. 
The  Information  Revolution 
started  in  the  mid-1970s,  when 
the  price  of  computing  power 
began  to  plummet.  But  until  re- 
cently, high  tech  simply  was  not 
big  enough  to  influence  the 
whole  economy.  From  1983  to 
1993,  high-tech  spending  in  dol- 
lar terms  grew  no  faster  than 
the  rest  of  the  economy. 

But  over  the  past  three  years, 
the  high-tech  sector  has  sky- 
rocketed while  the  rest  of  the 
economy  has  slowed  down.  High 
tech,  as  measured  by  business 
WEEK,  totaled  some  $420  biUion 
in  1996  (page  68).  Consumers  \ 
and  businesses  now  spend  $282  , 
billion  in  the  U.  S.  on  informa- 
tion technology  hardware  alone, 
making  it  larger  than  any  of  the 
traditionally  cychcal  sectors  such 
as  autos  and  constinction.  That's 
17%  more  than  U.  S.  purchases 
of  new  motor  vehicles  and  parts, 
49%  more  than  spending  on 
new  homes,  and  168%  more 
than  commercial  and  industiial 
constniction. 

The  clout  of  the  liigh-tech  sec- 
tor shows  up  clearly  in  the  labor 
market.  Help-wanted  ads  plead 
for  project  managers,  systems 
analysts,  and  help-desk  techni- 
cians. Meanwhile,  companies' 
continuing  need  for  assistance 
with  their  computer  systems  has  created  a  bull  market  for 
the  management  consulting  industry,  which  is  adding  jobs  at 
a  rate  of  more  than  40,000  per  year.  "We're  experiencing 
40%  growth  in  the  information-based  consulting  area,"  says 
Roger  Siboni,  deputy  chairman  and  chief  operating  officer  of 
KPMG  Peat  Mai-wick. 

All  told,  there  are  more  than  9  million  wor'kers  now  in  the 
high-tech  sector.  Each  new  job  creates  additional  jobs  across 
the  economy,  generating  a  "multipHer"  effect.  Historically, 
manufactiuing  was  thought  to  have  the  biggest  multipher-  ef- 
fect in  the  economy,  which  is  why  it  played  such  a  big  role  in 
business  cycles.  The  expansion  of  an  auto  plant,  say,  would 
ripple  through  the  economy,  boosting  hiring  at  steel  mills 
and  other  suppliers.  Since  factoiy  workers  were  well  paid, 
jobs  would  be  created  at  nearby  stores  and  even  constniction 
companies  to  supply  and  house  the  new  workers. 

There's  growing  evidence,  however,  that  high  tech  may 
now  have  a  larger  multiplier  effect  in  the  U.  S.  than  ti'aditional 
manufactiuing  industries  such  as  autos.  As  U.  S.  manufactm-ers 
have  become  more  efficient,  an  expansion  in  output  no  longer 
requires  massive  liii'ing  at  factories.  And  with  suppliers  in-  ; 
creasingly  spread  out  in  Mexico,  the  Far  East,  and  Eui'ope,  the  ' 
impact  of  an  increase  in  auto  sales,  say,  is  diffused  globally.  ; 
By  contrast,  creating  a  new  chip  design  or  a  new  soft-  i 


[n  information  technology,  propelled  by  the  Internet 
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{The  honest-to-goodness  1 


Of  all  the  speculation  about  the  new  Corvette 
over  the  years,  the  biggest  misconception  was 
that  it  would  be  a  sort  of  warmed-over  C4. 

This  was  because  of  the  way  we  masked  all 
of  our  prototypes  to  make  them  look  like  C4s. 
We  certainly  didn't  try  to  dispel  tltis  notion. 


f riu'  engine  is  entirely  new:  aluminum,  deep-skirt,  5.7L,1 
343  hp  at  3600  rpm,  330  (t.-lhs,  of  torque  at  4400  rpm.  ) 

In  fact,  we  were  so  tight-lipped  about  the  C5 
all  along  that  1  think  people  just  assumed  we 
had  nothing  to  say  about  the  car 

When  the  reporters  finally  drove  it,  they  were 
probably  a  little  awestruck  that  the  Cor\'ette  had 
been  reinx  ented.  And,  in  fact,  there  are  only  a  few 
holdover  parts  on  the  car;  everything  else  is  new. 
But  that  was  the  intention  all  along,  to  make  the 
new  Corvette  a  big  surprise,  a  revolution. 

To  Clumjje  A  Classic  The  big  dilemma  right  from 
the  outset  was  how  much  change  to  incorporate 
into  this  new  car.  The  goal  was  to  maintain  the 
spirit  and  soul  of  past  Corvettes.  We  examined 
the  weak  points  and  turned  them  intt)  strengths. 
I  like  to  say  the  things  that  were  good,  we  made 
great,  and  tilings  that  were  great  are  even  better. 


Announcing  the 


By  David  Hill,  < 


In  fact,  there  was  even  some  concern  about 
making  the  car  too  civilized,  and  maybe  people 
would  lose  their  fascination  with  the  Corvette. 
When  this  was  researched,  we  were  all  surprised 
to  find  that  far  more  important  than  how  this  car 
looked  —  three  times  more  important  —  was 
how  good  it  was,  how  dependable  and  reliable. 
This  became  our  top  priority 

Ride,  Haiidlinf^,  Structure  The  performance 
numbers  are  impressive  [175  miles-per-hour, 
0-60  in  4.7  seconds  (manual),  345  horsepower; 
speculation  about  all  these  numbers  has  been 
true],  but  it's  the  ride  and  handling  that  really 
make  the  C5  a  different  car. 

Tlte  handling  is  easy,  natural,  free  of  surprises; 
you  wouldn't  have  any  hesitation  about  sending  a 
friend  out  to  drive  this  Corvette.  Even  the  most 


I  The  new  center  hjnnel  structure  and  hydroformed 

complete  novice  will  feel  the  difference  iiftmt 
quality.  You  can  go  500  miles  or  more  in  c  iim 
sitting  and  still  be  in  really  good,  alert  sha 
with  a  clear  head  and  clear  hearing,  becai 
the  ride  has  been  quiet  and  easy 

We  had  some  people  drive  the  car  from 
down  to  Florida  and  Arizona.  They  talked 
how  good  they  felt  because  the  car  is  very 
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the  C5  Corvette,  after  all.} 


th  of  Speculation. 


te  Engineer 


he  new  Corvette  450  percent  stiffer  than  tlie  C4. 

lan  anything  else,  the  improved  ride 
jlt  of  increased  rigidity.  Structurally, 
450  percent  stiffer  than  its  predecessor, 
3WS.  This  stiffer  structure  allows  the 
(short-arm,  long-arm)  suspension  to 
properly 

it  car  has  achieved  the  feeling  of  a  very 
!  touring  sedan,  even  though  it's  a  high- 


performance  sports  car,  and  even  though  the 
roof  is  removed.  In  fact,  the  C5  has  the  stiffest 
frame  of  any  open-roof  production  sports  car 
It's  solid;  it  communicates  an  unprecedented 
level  of  goodness  because  of  its  breakthrough, 
best-of-class  kind  of  structural  integrity 

Entry,  Ej^ress,  Le^  Room  Now  the  interior  space 
is  expanded  due  to  the  extended  wheelbase  and 
the  new  rear-mounted  transmission  and  fuel 
system  layout.  There's  more  leg  room,  and 
we  made  entry  and  egress  easier. 

No  matter  how  much  someone  says  that  a  sports 
car  should  be  challenging,  we  found  that  while 
people  will  put  up  with  minor  inconveniences, 
they'd  much  rather  not  be  hassled  by  a  car  Even 
sports  car  drivers  want  leg  room,  and  they  like 
to  get  in  and  out  of  their  car  easily  Almost  every- 


one we  asked  felt  the  same  way,  from  average- 
size  people  to  professional  football  players  who 
attended  a  seminar  we  held  in  Chicago. 


The  C5  transmission  is  located  m  the  rear  tor  better 
weight  distribution  and  increased  interior  space. 


The  Next  Corvette  While  the  C5  is  in  some  senses 
a  traditional  small-block  V8  Corvette,  it  really  is 
a  different  car  than  the  Vette  you've  known.  It's 
different  in  ways  I  think  people  will  appreciate. 

It's  been  a  long,  challenging  project,  and  it's 
been  hard  to  keep  quiet  about  this  whole  thing 
all  this  time.  Now  the  new  Corvette  is  real.  And 
now  all  those  years  of  speculahon  end  right  here: 
with  our  new  car,  right  on  the  showroom  floor. 

As  for  the  speculators  and  spy  photographers, 
I  guess  their  work  is  done. 

Then  again,  there's  always  '98. 


Call  1-888-NEW-VETTE 
or  visit  www.chevroIet.com 
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Corvette  and  the  Corvette  Emblem  are  registered  trademarks 
of  the  GM  Corp.  ©1997  CM  Corp.  Buckle  up,  America!  IT 
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ware  jn-ogram  is  a 
labor-intensive  effoit 
that  relies  almost 
exclusively  on  well- 
paid  domestic  work- 
ers. A  study  of 
Microsoft  Coip.'s  im- 
pact on  the  Wash- 
ington state  econo- 
my showed  that 
each  Microsoft  job 
created  6.7  new  jobs 
in  the  state,  com- 
pared with  a  3.8 
multiplier  for  Boe- 
ing Co.  The  differ- 
ence? Almost  .$800 
million  in  stock  op- 
tion income  for  Mi- 
crosoft workers  in 
199.5,  the  yeai-  of  the 
study.  These  dollars 
spill  over  in  the  fomn  of  increased  piu'chases  of  such  tilings  as 
cars  and  homes.  In  addition,  Boeing  outsources  a  lot  of  the 
work  on  each  plane.  As  a  result,  "Microsoft  spends  tliree  to 
foui-  times  more  per  person  in  the  local  economy  than  Boeing 
does,"  says  Richai'd  S.  Conway  Jr.,  the  Seattle-based  economist 
who  conducted  the  study. 

High-tech  jobs  tend  to  pay  well — and  salaries  are  rising — 

even  the  jobs  that 
aren't  so  glamorous. 
Bureau  of  Labor  Sta- 
tistics  data  show  that 
weekly  wages  foi'  production  workers  in  the  communica- 
tions-equipment industiy  rose  by  almost  7%  in  the  past  year, 
while  earnings  for  nonsupervisoiy  workers  in  the  software 
and  computer  services  industry  rose  by  almost  5%.  Intel 
distributed  .$620  million  in  profit-sharing  and  bonus  money  to 
its  more  than  40,000  employees  for  1996. 

Despite  strong  gi-owth,  an  e.xpansion  driven  by  high  tech 
is  less  likely  to  spur  price  inflation.  In  a  traditional  business 
cycle,  prices  would  rise  and  productivity  grovvth  would  slow 
as  factoiies  liit  their  caj^acity  limits.  But  high-tech  industries, 
such  as  semiconductors  and  software,  are  different.  Creating 
a  program  or  a  microprocessor  requires  a  big  investment. 
But  then  the  cost  of  actually  producing  the  chips  or  software 
for  sale  is  relatively  low.  The  result  is  a  virtuous  circle: 
Rising  demand  drives  average  costs  dovra,  making  it  possible 
to  charge  lower  prices  and  boosting  demand  even  further. 
OPTIMISM.  How  long  can  this  high- 
tech  expansion  continue?  Technology 
companies  are  banking  on  a  continu- 
ing stream  of  new  and  improved 
products  to  fuel  growth  well  into 
the  future.  "With  lower  costs  and 
more  advanced  technology,  you  can 
do  applications  that  weren't  econom- 
ically possible  before,"  says  Benjamin 
Anixter,  vice-president  for  external 
affairs  at  Advanced  Micro  Devices 
Inc.  At  the  bottom,  falling  prices 
may  pull  in  new  demand.  The  latest 
low-priced  computer  from  Compaq, 
for  example,  "is  selling  extremely 
well  to  customers  we  didn't  sell  to 
before,"  says  Robert  A.  Gunst,  CEO 
of  retailers  Good  Guys  Inc.,  based 
in  Brisbane,  Calif. 

Most  gTowl^h  foi'ecasts  are  upbeat. 


Trouble  May  Be  Brewing 
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Venture-capital 
Hambrecht  &  Qii 
predicts  that 
number  of  PCs 
in  North  Amei 
will  rise  by  17%| 
1997.  Looking 
ther  out,  GartrS 
Group  Inc.  projes 
that  spending 
hardware  and  sc 
ware  will  rise 
about  8%  annuaS 
for  the  rest  of  t? 
decade. 

Yet  the  histc^: 
of  the  informati(  - 
technology  indi 
tries  is  anything  1 , 
smooth.  The  biggc 
high-tech  do'wntu 
in   the   past  t\ 
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decades  came  in  1985,  v/hen  demand  petered  out  just  befd 
the  introduction  of  Intel's  80386  microprocessor.  And  in  t 
first  half  of  1990,  another  product  transition  helped  dii 
dowm  business  spending  on  computers  even  before  the  st; 
of  the  recession  of  1990-91. 

Now,  the  industry  may  be  facing  another  pause.  With  i 
ders  falling  off,  there  is  no  obvious  "must-have"  product 
the  hoiizon  to  stimulate  demand,  as  the  Internet  did. 
tel's  much-ballyhooed  Pentium  mmx  chip  is  turning  out 
offer  only  a  minimal  improvement  in  speed  for  existing  so: 
ware.  "It  hasn't  set  the  corporate  world  on  fii'e,"  says  An 
tasi.  "Usually,  new  products  create  a  lot  of  excitement, 
that  hasn't  happened  yet."  High-definition  TV,  which  w 
eventually  create  enonnous  sales,  will  not  hit  the  airwaves  u 
til  1999,  while  the  low-orbit  satellite  systems  that  promise 
wealth  of  new  applications  are  nowhere  near  ready. 
DANGER.  The  dominant  role  of  high-tech  spending  gives  a  bi 
ger  meaning  to  any  di-op-off  in  demand.  An  economy  is  vi 
nerable  to  a  downturn  when  it  develops  "imbalances," 
use  Greenspan's  term — that  is,  when  one  sector  or  industi 
expands  too  fast.  For  example,  consumer  spending  and  offi( 
construction  far  outpaced  the  rest  of  the  economy  durir 
the  1980s.  So  when  the  recession  came  in  1990,  these  sectoi  ^ 
crashed,  making  the  downturn  much  worse. 

Now,  high  tech  faces  the  same  danger.  Over  the  past  threlupjci 
years,  business  spending  on  infoiTnation-technology  gear  hi  H 
risen  by  almost  45%.  Meanwhile,  spending  on  labor  has  ris€ 

    by  only  19%.  Even  if  informatio 

technology  has  become  a  strateg 
asset  for  many  businesses,  its  verfPP* 
size  makes  it  a  logical  place  to  cut 
postpone  when  times  get  tough.  "A 
ter  all,"  says  Paul  Saffo  of  the  Inst  ks' 
tute  foi'  the  Futiu'e,  "you  can  onl 
defy  gravity  if  you're  small." 

Much  of  the  planned  increases 
infoiTnation  spending  can  be  deferre 
if  the  economy  softens.  Consider  kpiviI*'i 
Peat  Mai^wick.  It  is  planning  to  span  tin 
.$2.50  million  over  the  next  thi-ee  year 
on  infonnation  technology,  more  tha; 
double  its  historic  spentling  patterr 
Out  of  that,  there's  little  flexibility 
$1.50  million,  but  the  remaining  .$10 
million  is  more  variable,  says  Sibon 
"Building  Web-centric  infonnation  sys 
tems  might  become  less  critical." 
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The  changing  nature  of  corporate  info-tech  spending  at 
impanies  will  make  it  easier  to  make  quick  cuts.  Rather  than 
ring  a  large  internal  staff  of  programmers,  companies  are 
ilying  on  temporally  workers  and  outside  consulting  firms, 
hich  can  be  easily  sloughed  off  during  tough  times.  At 
■mporary-worker  giant  Manpower  Inc.,  the  division  that 
ipplies  technology  workers  is  gi'owing  at  40%  per  year. 
Small  businesses  will  not  be  reluctant  to  hold  off  spending 
the  economy  turns  down.  "I  have  a  lot  of  control  over 
hat  I  buy,"  says  Josh  Moritz,  CEO  of  dmtg  Inc.,  a  small  New 
ork-based  advertising  firm.  "I  can  delay  purchases  or  buy 
ied  machines." 

Consumers  have  even  more  reason  to  cut  back  during  re- 
issions.  Over  the  past  three  years,  the  amount  of  money 
)ent  on  home  computers  has  risen  by  55%,  far  in  excess  of 
come  gi'owth.  Most  consumers  do  not  need  a  new  comput- 
•.  Instead,  like  autos,  they  buy  the  newest  model  if  they  can 
Tord  it.  "A  dominant  force  in  the  PC  world  is  becoming 


consumer  markets  and 
hype,"  says  William 
C.  Rosser,  a  Gartner 
Group  analyst.  "That 
means  you're  more  like- 
ly to  see  cycles  like  oth- 
er consumer  industries." 

If  and  when  the  cut- 
backs come,  they  will 
not  be  confined  to  com- 
putei-s  and  softwai'e.  In- 
stead, the  downturn  is 
likely  to  spread  to  the 
telephone  and  network- 
ing industries  as  well. 
When  the  phone  system 
was  used  mainly  for 
voice  calls,  demand  for 
lines  was  driven  by  pop- 
ulation growth.  But 
more  and  more,  invest- 
ment by  phone  compa- 
nies is  driven  by  the 
need  for  additional 
phone  lines  for  comput- 
ers and  more  capacity 
for  data  connections 
rather  than  basic  voice 
service.  The  sudden 
prominence  of  the  Inter- 
net, for  example,  forced 
Ameritech  Corp.,  the 
( 'hicago-based  telephone 
company,  to  boost  its 
capital  spending  by  $100 
inillion  to  $200  million  in 
1!:)96,  to  keep  up  with 
the  need  for  more  Unes. 
"PAYBACK."  To  be  sure, 
there  are  forces  that 
could  prevent  a  high- 
tech downturn  from 
happening  anytime  soon. 
Intel  and  Microsoft,  the 
giants  of  personal  com- 
puting, are  investing  hundreds  of  millions  to  create  new  prod- 
ucts and  to  help  other  comjjanies  do  so.  "If  the  cycle  is  point- 
ing down  or  is  softer,  then  the  only  thing  we  can  do  to  cope 
with  that  is  to  pump  up  our  products,"  says  Grove. 

High-tech  executives  are  also  counting  on  competitive 
pressure  foi-cing  corporations  to  continue  spending  on  infor- 
mation technology  even  in  a  recession.  "The  payback  cus- 
tomers get  from  om-  products  is  very  clear,  veiy  justifiable," 
says  Mark  Eppley,  chairman  of  Ti-aveling  Software  Inc.,  a 
Bothell  (Wash.)  maker  of  software  for  remote  access.  "Our 
business  is  gr-owing  veiy  fast — independently  of  the  economy." 

A  decline  in  U.S.  sales  could  be  cushioned  by  gi'owth  in 
overseas  sales.  Telecom  deregulation  in  Europe  may  open 
the  floodgates  for  cutting-edge  computers  and  commimications 
gear,  where  U.  S.  companies  excel.  Developing  countries  rep- 
resent a  huge  untapped  market  that  will  become  increas- 
ingly important.  "There's  a  gi'owing  middle  class  in  India,  and 
it's  as  large  as  all  of  France,"  says  Donald  Macleod,  chief  fi- 


With  business  spending  so  much  on  technology,  it's 
a  logical  place  to  cut  or  postpone  if  times  get  tough 
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More  Of  The  World's  Top  Businesses  Run  Th 


( I  S  G  L  O  B  A  L  D  o  M I N  A  T  I  O  I",  ( 


Providing  the  world's  most  successful  businesses  with  the  finest  industry-standard  enterprise  solutions  is  one  thinsj.  But  helping  ther 
become  e\c'n  more  prosperous  because  ot  those  solutions  is  quite  another. 

How,  you  ask,  is  such  a  teat  possible?  To  besjin  with,  our  close  partnerships  with  SAP  and  Microsoft  have  afforded  us  the  experience 
uniquely  offer  what  no  one  else  can:  superior  integrated  R/B  "  Windows  NT  "solutions  for  your  enterprise's  mission-critical  applicatic 
Something  u  hich  should  cf)me  as  no  surprise  to  those  familiar  with  the  Compaq  R/i  platform,  the  very  first  certified  for  Windows  NT  a 
clearly  the  platlf)rm  of  c  hoice  worldwide.  In  fact,  the  world's  largest  R/3  Windows  NT  installations  are  run  on  this  very  same  platfoi 

But  really,  what  <l(j  our  solutions  ultimately  mean  to  ycju  and  your  company? 

Simply  said,  they  oHcr  a  total  solution.  Orw  that  delivers  enterprise-class  reliability,  superior  integrated  applications,  optimal  platfoi 
performance,  and  the  customized  service  and  support  needed  to  help  your  colleagues  do  their  jobs  faster,  better  and,  therefore,  more  competitiv 


<  IMMV  C..iTipa<|  C  ,>iii|.ul.  r  C..rporali..ii  All  rij;lil.  n ■^.  rv.  .1  C..m|>j.|  r.  gi~l.  ri  .l  U  S  Pjt,  nt  and  Tradi-mark  I  IHiii-  ProLiant  a  ngrstiriil  Irailcmark  i.l  Compaq  Computer  Corporation  Microsoll  Windows  NT.  SAP  and  R/S 
tradeni.irks  or  regisIiTt-d  tradi marks  ot  tlii  ir  rcspi  i  tiu' t  onipanies 


Windows  NT  Solutions  On  Compaq  Servers.: 
TivATiON  Or  Theirs?)  | 


V  Speaking  of  competitive  advantages,  the  award- winning  Compaq  ProLiant  5000  server  is  at  the  heart  of  our  exciting  range  of 
^  enterprise  solutions.  Through  its  many  advanced  features,  you'll  find  it  offers  an  unparalleled  level  of  expandability,  manageabilitv 
e  ;         and  price: performance — especially  against  proprietary  systems. 

Another  component  in  this  success  equation  is  something  we  call  Access.  It's  our  open  business  philosophy 
onnecting  people  to  people  and  people  to  information — and  what  it  means  to  you  is  simply  yet  powertully  this; 
'11  always  get  best-of-breed  solutions  that  are  based  on  industry  standards  and  partnerships.  All  of  which  translate 
letter  enterprise  solutions  at  a  lower  total  cost  of  ownership.  In  other  words,  the  very  things  that'll  help  take 
r  business  to  the  next  level.  Wherever  that  may  be. 

For  more  information,  contact  your  Compaq  Authorized  Reseller  or  visit  us  at  wwvv.compaq.com. 


COMPAQ 


nancial  officer"  at  National  Semiconductor  Coip.  "That's  where 
the  long-term  opportunity  lies." 

But  I'elying  on  global  demand  is  no  panacea.  North  Amer- 
ica still  makes  up  almost  half  the  global  market  for  computers, 
software,  and  peripherals.  The  latest  data  show  chip  sales 
falling  faster  in  Asia  than  in  the  U.  S.  And  growth  in  Japan 
and  South  Korea  is  expected  to  slow  in  1997,  according  to 
DRi/McGraw-Hill  forecasts,  with  Europe's  economies  still 

sluggish.  In  areas  such 
as  Japan,  Germany, 
and  France,  "our  busi- 
ness  is  still  in  most 
people's  terms  reasonably  good,"  says  John  T.  Chambers, 
CEO  of  Cisco  Systems  Inc.  "But  it's  not  good  in  Cisco  tenns." 

Closer  to  home,  the  gi'owing  importance  of  high-tech  pos- 
es new  problems  for  economic  policymakers  such  as  the  Fed. 
The  tools  of  monetary  policy — interest  rates — do  not  work 
veiy  well  on  liigh  tech.  In  jjaiticular,  it  mattei's  more  whether 
compelling  new  products  and  technologies  ai'e  available.  Wlien 
high-tech  industries  ai'e  riding  a  technology  wave,  they  can 
power  their  way  tlu'ough  slowdowms  in  the  macroeconomy,  no 
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matter  what  the  Fed  does.  "Whether  the  interest  ratep 
7%  or  9%  doesn't  matter  when  you're  growing  at  30%  pr 
year,"  says  AMD's  Anixter. 

So  far  in  this  expansion,  the  countiy  has  been  lucky.  Te 
sm-ge  in  high  tech  m  1995  and  1996  came  just  when  autos  ai 
housing  turned  sluggish.  But  now  the  rest  of  the  economy  $ 
tiu-ning  up,  judging  from  recent  data.  As  a  result,  forecastes 
are  raising  their  projections  of  gTov^th  in  the  fu-st  quarter  j 
3%  or  more,  leading  to  speculation  that  the  Fed  will  soi 
boost  interest  rates. 

But  ignoring  the  health  of  the  infonnation  technology  i' 
dustries  can  produce  bad  policy.  With  order  gi-owth  for  coi,; 
puters  and  semiconductors  having  slowed  noticeably,  tli 
economy  may  be  far  weaker  than  the  traditional  indicatoij 
make  it  seem.  This  raises  the  possibility  that  a  rate  hike  ll 
the  Fed  could  be  a  serious  mistake  at  this  point. 

Is  a  high-tech-led  recession  inevitable?  Hardly.  But  U 
the  first  time,  it's  possible,  and  the  odds  are  rising.  The  ne 
business  cycle  is  alive  and  well  in  Silicon  Valley. 

With  A)tdy  Reinhardt  in  San  Francist 
and  bureau  repor 


JUST  HOW  BIG  IS  HIGH  TECH? 


How  big  is  the  high-tech  sectoi; 
and  how  fast  is  it  gi'owing?  The 
government's  economic  statistics, 
it  seems,  are  still  stuck  back  in  the 
days  when  smokestack  industries 
ruled  supreme.  But  an  analysis  by 
BUSINESS  WEEK  shows  the  importance 
of  high  tech  to  the  economy. 

Take  the  job  market  first.  Accord- 
ing to  BUSINESS  week's  Calculations, 
there  are  9.1  million  workers  in  the 
high-tech  sector  (table).  In  part,  this 
total  is  based  on  the  govemment's 
pubUshed  numbei's,  which  provide 
data  on  employment  in  such  indus- 
tries as  software  and  semiconductors. 

But  the  jobs  within  the  high-tech 
industries  are  not  the  whole  stoiy. 
These  days,  most  companies,  fi'om  air- 
hnes  to  steelmakers,  employ  large 
numbers  of  progTammers,  network 
technicians,  and  other  high-tech  per- 
sonnel. To  count  these  workers,  busi- 
ness WEEK  analyzed  unpublished  data 
from  the  C'uiTent  Population  Siu^vey, 
the  goveiTiinent's  main  source  for  em- 
ployment figm-es.  Adding  these  work- 
ers boosts  the  total  by  some  60%. 
DOWNSIDE.  The  same  calculation 
shows  that  the  number  of  liigh-tech 
jobs  rose  by  4.9%.  in  1996,  vs.  a  2%  in- 
crease in  the  rest  of  the  economy. 
Wages  also  grew  faster  in  high  tech, 
according  to  oui'  analysis  of  published 
and  unpublished  government  data. 
The  combination  of  more  jobs  and  ris- 
ing pay  leads  to  the  conclusion  that 
high-tech  jobs  contributed  roughly 
20%  to  25%  of  the  gTowth  in  real" 
wages  and  incomes  in  1996. 

On  the  output  side,  high  tech's  con- 


tribution to  GDP  totaled  $420  billion  in 
1996,  up  15%  from  1995  (table).  These 
figau'es  are  based  on  business  week's 
new  inflation-adjusted  data  series  for 
high  tech  using  the  Commerce 
Dept.'s  chain-weighting  procedure. 
(Increases  in  computing  power  are 


number  of  dollars  flowing  through 
high-tech  companies,  measming  the 
resources  they  have  to  hire  workers 
and  to  pui'chase  goods.  Nominal 
gi'ow^h  exhibited  wide  swings  in  the 
1980s  and  early  1990s,  including  1989 
tlu'ough  1991,  when  high-tech  spend- 


A  Better  Measure  of  the  Sector 

JOBS  OUTPUT 

1996  EMPLOYMENT  (MILLIONS) 


CORE  INDUSTRIES 

Computers,  software,  and 
communications 


ASSOCIATED  INDUSTRIES 

High-tech  sales,  repairs,  and  a 
portion  of  management  con- 
sulting and  temporary  agencies 

REST  OF  THE  ECONOMY 

Programmers,  network  technicians, 
and  other  high-tech  workers 


3.8 
1.8 


TOTAL  HIGH-TECH  JOBS 


9.1 


MAJOR  HIGH-TECH 

HIGH-TECH  SECTOR 

COMPONENTS  OF  GDP 

BILLIONS  OF  1995  DOLURS 

Business  and  consumer 

1988 

$215.7 

spending  on  computers, 

1389 

229.2 

peripherals,  and  commu- 

nications equipment;  net 

1990 

237.2 

exports  of  information 

1991 

243.2 

technology;  consumer 

spending  on  telephone 

1992 

268.0 

service  and  cable  tele- 

1993 

289.1 

vision;  investment 

in  telecom  structures 

1994 

322.3 

1995 

365.0 

1996 

420.3 

DAIA  BUREAU  OF  LABOR  STATISTICS,  BUREAU  OF  ECONOMIC  ANALYSIS,  BUSINESS  WEEK 


•CHAIN-WEIGHTED 


captured  by  the  inflation  adjustment.) 

But  there's  a  downside  to  high 
tech's  new  preeminence.  Anyone  who 
is  familiar  with  Silicon  Valley  knows 
that  computers  and  related  industries 
are  given  to  booms  and  busts.  To  re- 
veal this  volatility,  we  constnicted  a 
data  series  showing  high-tech  spend- 
ing without  any  adjustment  for  infla- 
tion or  for  increases  in  computer  pow- 
er-. Tliis  "nominal"  series  is  the 


ing  lagged  behind  other  sectors. 

This  analysis  demonstrates  just 
how  different  the  past  few  years  are 
fi-om  what  went  before.  From  1983  to 
1993,  nominal  high-tech  spending  rose 
no  fastei-  than  overall  gdp.  Only  since 
1993  has  high  tech  accelerated  far 
ahead  of  the  rest  of  the  economy, 
making  it  large  enough  to  be  the 
prime  mover  of  the  business  cycle. 

By  Michael  J.  Mandel  in  New  Yor-k 
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The  "Price"  Of  Performance. 


■  Discovering  untapped  potential  in  securities  is  at 
the  heart  of  the  investment  philosophy  of  the 
Michael  Price  investment  approach.  His  team 
excels  at  uncovernig  bargains  that  others  have 
missed.  A  good  example  is  the  diversified 
portfolio  represented  by  the  Mutual 
Discovery  Fund...  a  fund  that  has  produced 
some  competitive  returns  in  its  category 
by  seeking  out  securities  that  are  underval- 


ued based  upon  book,  cash  flow  and  earnings  value. ^ 
■  The  fund  boasts  competitive  performance  as  well 
as  a   5 -star  overall  rating  by 
Morningstar,  Inc.,  against  a 
universe  of  1,826  domestic 
equity  funds  for  the  three- 
year  period  ended  12/31/96." 
■  Call  your  investment  representative  or 
Franklin  today  for  more  information. 


5-Star 
Morningstar  Rating^ 


Michael  F.  Price,  President 
Franklin  Mutual  Series  Funds  Inc. 


'This  fund  mar  invest  in  mergers,  consolidations,  liquidations  and  reorganizations  as  well 
as  in  loiver-rated  corporate  bonds.  Foreign  issues  may  incur  special  risks  including  cur- 
rency fluctuations  and  politicol  uncertainty.  Investors  should  carefully  ossess  the  risks  to 
principal  and  income  associated  with  these  types  of  securities  discussed  in  the  fund's 
prospectus. 

•^The  Morningstar  rating  is  based  upon  performance  when  the  fund  had  no  sales  charges 
or  Rule  I2b-1  fees.  Class  I  and  Class  II  shares,  which  were  initially  olfered  on 
November  I,  1996,  have  not  been  rated. 

Morningstar  pro- 
prietary ratings 
reflect  historical 
r 1 sk - udj  usl cd 
pcrlormiuice.  The 
ratings  are  sub)ecl 
10  change  every 
month.  Past  per- 
lormuncc  is  no 
guarantee  ol  future 
results, 

Morningstar  rat- 
ings arc  calculated  from  the  fund's  three-,  five-  and  ten-year  average  annual  returns  in 
excess  of  90-day  Treasury  bill  returns  with  appropriate  sales  charge  adjustments,  and  a 
risk  factor  that  reflects  fund  perlormance  below  90-day  T-bill  returns.  The  one-year 
rating  is  calculated  using  the  same  methodology,  but  is  not  a  component  ol  the  overall 
rating.  Ten  percent  of  the  funds  in  an  investment  category  receive  five  stars.  The  fund 
received  a  5-star  rating  for  the  one-year  penod  among  2,959  domestic  cguity  funds  The 
five-  and  ten-year  rating  is  not  available, 

^Performance  figures  shown  pertain  only  to  Class  I  shares  of  the  fund  Class  II  shares 
are  subject  to  different  fees  ond  e.vpcnses  which  will  affect  their  performance. 
Cumulative  total  returns  show  the  percent  change  in  value  of  an  investment  and  average 
annual  total  returns  represent  the  average  annual  increase  in  value  of  an  investment  over 
the  indicated  periods  ended  1 2/3  1  /96.  All  calculations  have  been  restated  to  reflect  the 
current,  ma.\imum  4,5%  initial  sales  charge  and  assume  reinvestment  of  dividends  and 
capital  gums  at  net  asset  value.  Returns  have  not  been  restated  to  reflect  Rule  1  2b- 1  fees 


' ' ..        Cumulative  Total  Return"' 

1  1  5.7% 

Since  Inception  1Z/3I/92 

i,  "  \    Average  Annual  Total  Returns*'* 

Since  Inception 

3-Year 

1 -Year 

2 1  .2% 

1  6.7% 

1  9.2% 

for  Class  I  and  II  shares  which  are  mcluded  only  from  the  date  of  their  implementation 
on  November  1,  1996,  Such  fees  will  affect  subsequent  performance.  Investment  return 
and  principal  value  will  fluctuate  with  market  conditions,  and  you  may  hove  a  gain  or 
loss  when  you  sell  your  shares.  Past  performance  does  not  guarantee  future  results. 
'"'Source  for  SScP  500:  Standard  &  Poor's  Corporation.  The  inde.v  is  immunagcd  and 
includes  reinvested  dividends.  One  cannot  invest  directly  in  an  index. 
Franklin  Terapleton  Distributors,  Inc. 


Cumulative  Growth  of  a  $10,000  Investment 
in  the  Mutual  Discovery  Fund  vs.  the  S&P  500". 
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@  Mutual  Discovery  Fund    n  S&P  500* 


Call   1 -888- F  R  A  N  K  LI  N  Ext.  P290 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Mutual  Discovery  Fund,  mclucling  sales  charges  and  expenses.  I  will  read  it  carefully 
before  1  invest  or  send  money. 

□  I  am  currently  a  Franklin  Templeton  shareholder.    □  I  am  currently  a  Mutual  Series  shareholder. 

  F  R<  A  NJ  K<  I  li  NJ 

Address   

city/state/zip  Miitual  Scrics  Funds 

Daytime  Phone  Manners  Island  Buult-vard 
  San  Mateo,  C.A,  94404- I  58  5 

A  Member  of  the  Franklin  Templeton  Group,  Serving  Investors  for  Over  50  Years 
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STRATEGIES 


IN  ALABAMA,  THE  SOUL 
OF  A  NEW  MERCEDES? 


d  fit 

;,ItSS 


Fori 


Creeping  along  to  ensure 
quality,  the  U.S.  plant  will 
launch  the  carmaker's  first 
sport-utility  vehicle  this  fall 

When  German  auto  maker  Mer- 
cedes-Benz began  to  hire 
workers  for  its  brand-new, 
$.'^00  miUion  plant  for  sport- 
utility  vehicles  on  the  outskirts  of 
Tuscaloosa,  Ala.,  it  left  nothing  to 
chance.  More  than  40,000  applied  for 
the  650  well-paid  jobs,  and  company  ex- 
ecutives subjected  thousands  of  the  bet- 
ter candidates  to  as  many  as  80  hours 
each  of  intensive  assessment.  "It  was 
the  most  difficult  hiring  process  I  had 
ever  been  through,"  says  88-year-old 
Lynn  Snow,  from  a  tiny  town  nearby. 

Mercedes  was  looking  foj-  a  certain 
type  of  person — strong  on  team  skills, 
concerned  vdth  continuous  impro\'ement, 
and  impressed  with  the  importanr-e  of 
producing  only  the  best.  Snow  made 
the  cut  in  March,  1996,  and,  like  160 
fellow  Alabamans,  was  shipped  off  to 
work  in  a  Mercedes  plant  in  Gei-many. 


There,  she  lived  and  worked  side  by 
side  with  German  employees  for  a 
month;  some  others  stayed  for  up  to 
six  months.  And  when  it  was  time  to 
come  home,  Mercedes  sent  along  more 
than  70  German  colleagues  to  act  as 
trainers  in  Tuscaloosa. 

Today,  Snow  works  on  the  door  line 
of  the  Alabama  plant,  and  Mercedes 
trainers  remain  by  her  side,  double- 
checking  the  vehicles  as  they  roll  off 
the  line — to  make  sure  that  they  meet 
the  fabled  Mercedes  standards.  Al- 
though Snow  had  doubts  whether  the 
Germans  and  the  Americans  would 
mesh  well,  today  she  counts  herself 
among  the  converted.  Echoing  her  boss- 
es. Snow  proudly  proclaims:  "We  are 
detemiined  to  build  a  quality  vehicle." 
HIGH  STAKES.  Mercedes  execs  are  about 
to  find  out  before  an  even  tougher  au- 
dience if  they've  succeeded.  This  month, 
the  luxiuy  cairnaker  is  taking  the  wraps 
off  Tuscaloosa's  own  all-new  M-Class 
sport-utility  vehicle  by  letting  dealers 
and  press  get  behind  the  wheel.  One 
thing  is  clear:  Mei-cedes  cannot  afford 
bad  reviews. 

The  stakes  extend  well  beyond  the 
M-Class.  In  Alabama,  Mercedes  is  not 


CREAM  OF  THE  CROP:  More  than  WfiOt 
applied  for  65U  jobs  in  Tuscaloosa 


simply  building  its  first  sport-utiUty  vd  ^ 
hide.  It's  building  its  first  suv  in  its 
fii'st  foreign  plant,  with  its  first  non- 
German  workforce.  Even  though 
auto  maker  took  a  big  gamble  relying 
on  workers  who  have  never  built  an 
automobile — let  alone  a  Mercedes — r 
had  little  choice. 

To  keep  growing,  Mercedes  execu 
tives  know  they  must  broaden  their  cus- 
tomer base  to  include  younger,  less  af- 
fiuent  buyers.  That  means  sportier, 
cheaper  models — and  an  escape  from 
the  trap  of  high-priced  labor  at  home. 
The  M-Class  is  just  the  first  in  a  se- 
ries  of  new  vehicles  Merceds  is  launch- 
ing, and  the  first  of  several  forei 
plants  planned.  "It  was  once 
to  talk  about  oui*  cars  being  'Made  in 
Germany,'"  says  Jurgen  E.  Schrempp, 
chief  executive  of  Mercedes'  parent, 
Daimler  Benz.  "We  have  to  change  that 
to  'Made  by  Mercedes,'  and  never  mind 
where  they  are  assembled." 

Consumers  won't  be  able  to  check 
out  the  M-Class  until  the  fall,  when 
hits  showi-ooms.  But  so  far,  dealers  and 
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i  automotive  press  have  been  im- 
3ssed.  The  vehicle  wins  high  marks 
■  its  state-of-the-art  four-wheel  dri- 
,  independent  front  and  rear  suspen- 
in,  and  door-mounted  side-impact 
bags.  Its  sleek  design — which  over- 
idows  the  boxy  rival  suvs  that  glut 
3  market — has  also  won  raves.  Best 
all,  Mercedes  promises  a  base  price 
$35,000.  That's  not  cheap,  but  it's 
arly  in  line  with  the  popular,  fully 
ided  Ford  Explorer  or  Jeep  Grand 
erokee — and  they  don't  sport  a  lux- 
f  lineage. 

Even  the  opposition  has  good  things 
say  about  the  M-Class.  "You  see  a 
;rcedes  that's  going  to  go  for  $40,000 
so — well,  I'd  be  tempted  to  buy  one," 
/s  Michael  W.  Lowe,  owner  of  two 
^p  dealerships  in  Georgia.  "They've 
t  that  great  brand  name." 
Still,  great  brand  or  no,  the 
Class  will  have  to  prove  it 
1  measure  up  to  the  compe- 
ion  in  performance  and  han- 
ng.  "The  only  downside  to 
ting  a  new  segment  is  if  it's 
bad  product,'  says  John 
sesa,  an  analyst  at  Schroder 
5rtheim  &  Co. 

To  avoid  launching  a  lemon, 
jrcedes  has  taken  a  slow  and 
iady  approach.  Since  the  first 
V  rolled  off  the  line  in  mid- 
bruary,  Mercedes  has  main- 
ned  a  glacier-Uke  production 
ce.  With  the  German  trainers 
uble-checking  production  as  it 
ws  out  of  every  work  station 
the  body  shop,  paint  shop,  and 
sembly  line,  the  plant  is  turn- 
^  out  just  10  vehicles  daily, 
id  it's  operating  only  one  shift; 
second  won't  go  to  work  until 
ptember.  Although  Andreas 
snschler,  the  38-year-old  engi- 
er-turned-executive  who  has 
ided  the  M-Class  since  its  start  in 
93,  expects  production  to  reach  100 
its  a  day  by  July,  it  will  be  at  least  a 
ar  before  it  hits  the  anticipated  270 
hides  a  day  required  to  meet  its 
,000  annual  output.  "Volume  is  not 
e  priority  here,"  insists  Schrempp, 
he  priority  is  quahty,  quality,  quality." 
lALITARIAN.  But  ensuring  that  its 
dgling  workforce  in  Tuscaloosa  can 
m  out  a  Mercedes-quality  product  has 
quired  more  than  just  going  slow.  "In 
irmany,  we  don't  say  we  build  a  car 
e  say  we  build  a  Mercedes,"  explains 
en  Schoolman,  a  31 -year-old  trainer 
)m  a  plant  in  Sindelfingen.  "We  had  to 
ach  that."  And  the  lessons  had  to  be 
light  in  a  way  that  would  appeal  to 
Tierican  workers. 

That  meant  going  egahtarian.  So  com- 
ny  execs  abandoned  the  strict  hiei-archy 
the  typical  Mercedes  production  line 


in  Germany.  For  Tuscaloosa,  they  bor- 
rowed heavily  from  Japanese  rivals,  hir- 
ing away  sevei-aJ  key  manager's  fi-om  Toy- 
ota and  Nissan  plants  in  the  U.  S.  They 
designed  a  plant  in  which  the  workers 
can  unilaterally  stop  the  assembly  line  to 
correct  manufacturing  problems.  The  plant 
has  much  less  automation  than  tyjaical 
German  factories:  Robots  ai-e  used  only  to 
put  in  windshields.  And  everyone  wor'ks 
in  teams,  which  meet  each  morning  to 
discuss  problems  with  the  trainer's.  "P>om 
the  first  day  we  went  into  the  plant,  they 
talked  about  teamwork,"  says  Joseph  Mc- 
Carthy, a  ;38-yeai'-worker  on  the  trim  line. 
"There's  always  somebody  to  help  you." 

Renschler  has  also  worked  hard  to 
build  a  casual,  cooperative  atmosphere. 
No  one  sits  in  an  office  except  him,  and 
the  de  rigueur  uniforms,  even  for 


NOT  YOUR  FATHER'S  MERCEDES 


THE  ALL-NEW  M-CLASS  A  sleek,  six-cylinder, 
four-wheel-drive  vehicle  with  independent  front  and 
rear  suspension.  About  70,000  a  year  will  be 
produced  in  Tuscaloosa.  Will  hit  U.S.  and  European 
showrooms  this  fall. 
Cost:  $35,000 


Renschler  himself,  are  polo  shirts  with 
names  embroider-ed  on  the  pocket.  The 
collegiality  extends  beyond  the  plant, 
with  Renschler  often  taking  small 
groups  of  workers  out  for  dinner  or  a 
beer  after  work.  "The  most  important 
thing  is  to  br'ing  together  the  two  cul- 
tur'es,"  lie  says.  "You  have  to  gener'ate  a 
kind  of  ownership  of  the  plant." 

Still,  getting  there  has  not  always 
been  easy.  The  state  of  Alabama  badly 
wanted  to  win  the  plant — and  coughed 
up  .$2.50  million  in  tax  benefits  and  oth- 
er aid  to  get  it — but  local  residents  at 
first  worried  about  its  impact.  "There 
were  some  mixed  emotions  from  some 
people  when  Mer'cedes  came,"  says 
Snow.  "Wei'e  ther-e  going  to  be  lots  of 
outsiders?  Would  ever-ything  change?" 

Mer'cedes'  enthusiasm  helped  dissi- 
pate many  of  those  fears,  while  the 
rest  have  been  dimmed  by  the  r-apid 


buildup  of  economic  benefits.  Indeed, 
the  introduction  of  Mercedes  has  begun 
to  transform  the  university  town.  As 
many  as  nine  differ-ent  auto-parts  sup- 
pliers are  moving  to  the  area.  Together, 
they've  brought  with  them  $225  mil- 
lion in  additional  investment  and  1,200 
new  jobs.  As  at  Mercedes,  many  of 
these  factory  jobs  are  well  paid — of- 
fer'ing  more  than  a  50%  premium  on 
the  average  $8  to  $10  an  hour  local 
manufacturers  had  paid. 
GERMAN  LESSONS.  Those  benefits  have 
been  widely  felt.  Tbscaloosa  County's  im- 
employment  r-ate  cb'opped  by  neai'ly  one 
percentage  point  in  one  year  alone,  while 
nearby  Birmingham — itself  once  a  city 
of  steel  mills — has  also  profited.  "We  did- 
n't pay  all  that  money  just  to  get  Mer- 
cedes," says  Neal  Wade,  president  of  the 
Economic  Development  Partner- 
ship of  Alabama. 

Locals,  too,  have  war-med  to 
the  visitors.  Now,  Tuscaloosa 
schoolkids  are  taking  German 
classes  so  they  can  baby-sit  with 
the  Mercedes  trainers'  children. 
Ger-man-language  stations  ar-e  in- 
cluded on  local  cable  TV.  And 
Tuscaloosa's  traditional  annual 
city  festival  has  become  Wein- 
dorf,  an  outdoor  party  featuring 
Ger'man  food,  beer,  and  music, 
all  courtesy  of  Mercedes. 

The  celebrations  are  apt  to 
grow  bigger  still:  With  the 
imminent  introduction  of  the 
M-Class,  Mer'cedes  is  talking 
about  the  next  stage.  Schrempp 
argues  that  there  is  considerable 
r'oom  to  expand  in  Tuscaloosa 
and  to  extend  the  suv  lineup. 
The  fir'st  year''s  pr'oduction  will 
have  V-6  engines,  but  Mercedes 
is  already  planning  to  add  a  V-8 
version  by  1998.  And  another 
Mercedes  exec  hints  that  a  su- 
per-luxury model  seUing  for  more  than 
$50,000  is  a  real  possibility. 

Still,  some  analysts  question  whether 
Mercedes  has  moved  too  slowly  into  a 
crowded  field.  While  the  suv  mar'ket  in 
the  U.  S.  has  been  climbing  steadily  in 
recent  years,  many  suspect  that  it  is 
close  to  peaking  at  its  current  level  of 
more  than  2  million  units  a  year. 

Dealers,  however,  share  none  of  this 
pessimism.  Many  concede  they  are  al- 
ready unofficially  booking  orders.  Says 
Gar-th  L.  Blumenthal,  gener'al  manager 
of  Fletcher  Jones  Motor  Cars  Inc.,  a 
huge  Mercedes  dealership  in  Newport 
Beach,  Calif.:  "Our  customers  have 
been  asking  for  a  Mercedes-Benz  sport- 
utility  vehicle  for  the  past  10  years." 
Mercedes  and  its  Tuscaloosa  workers 
have  to  hope  that  they  ar-en't  tired  of 
waiting. 

By  Bill  Vlasic  in  Tuscaloosa,  Ala. 
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SCIONS 


CARNIVAL'S 
WORLD  CRUISE 

Micky  Arison  is  taking  the  company  global 


Even  before  its  inaugural  cruise, 
Cai-nival  Corjj.'s  newest  ship,  the 
Destiny,  won  kudos.  Not  only  is 
the  0,000-passenger  cruise  vessel 
the  world's  biggest,  but  it  features  a 
stunning  atrium  and  amenities  such  as  a 
15,0()0-square-foot  health  club.  StUl,  ovei' 
dinner  on  an  introduetoiy  excursion  for 
travel  agents  and  reporters  last  No- 
vember, Carnival  Chairman  and  Chief 
Executive  Officer  Micky  Ai-ison  fretted 
about  how  guests  would  react  to  a 
risque  scene  in  the  floor  show.  His  anx- 
iety didn't  subside  until  the  show  was 
met  with  sustained  applause. 

You'd  expect  a  man  who  has  enjoyed 
Alison's  success  to  be  more  relaxed.  He 
was  only  30  when  his  father,  Ted, 
tiumed  the  helm  of  Carnival  over  to  him 
in  1979.  The  Miami-based  company  had 
just  tlu'ee  ships,  $45  million  in  revenues, 
and  a  revolutionary  strategy  of  biinging 
cniises  to  the  masses.  Since  then,  Micky, 
now  47,  has  built  it  into  the  world's 
No.  1  ci'uise  company.  Altogether,  its 
four  brands — Carnival  Cruise  Lines, 
Holland  America  Line,  Windstar  Cinis- 
es,  and  Seaboura  Cinaise  Lines — boast 
25  ships.  In  1996,  it  posted  profits  of 
$566  million  on  $2.2  billion  in  revenue. 
GROWTH  SEEKER.  But  Arison  is  hardly 
kicking  back.  He's  looking  for  gi'owth 
abroad,  "where  we  haven't  scratched 
the  surface  at  all."  Last  May,  Carnival 
took  a  29.6%  stake  in  Biitish  tour  com- 
pany Airtours  PLC.  In  September,  Car- 
nival and  Hyundai  Merchant  Marine  Co. 
launched  Camival  Ciuises  Asia,  which 
will  begin  operations  in  1998.  And  in 
December,  Carnival  and  Airtours  an- 
nounced plans  to  buy  Italian  cruise  op- 
erator Costa  Crociere  for  $300  million. 
Wall  Street  isn't  ft-etting:  Carnival  stock 
hit  a  split-adjusted  all-time  high  of  ?flVi 
on  Mar.  5,  before  receding  a  bit. 

Even  as  he  preps  Carnival  for  global 
grow^th,  Arison  is  adjusting  to  his  visi- 
bility as  managing  partner  of  his  family's 
National  Basketball  Assn.  fi'anchise,  the 
Miami  Heat.  Soon  after  the  family  r-e- 
gained  managing  conti'ol  in  1995,  Arison 
set  about  luring  legendary  former  New 


Yoi'k  Knicks  Coach  Pat 
Riley.  To  do  so,  he  made 
Riley  president  and  an 
owner",  in  a  package  val- 
ued in  the  sports  press 
at  mor'e  than  $30  mil- 
lion, a  figure  Arison 
won't  confirm.  Subse- 
quently, the  Heat  gave 
the  Knicks  a  first-round 
dr-aft  pick  and  $1  mil- 
lion to  settle  charges  of 
tampering  without  ad- 
mitting fault  and  to 
compensate  for  the  yeai- 
left  on  Riley's  contr-act. 

His  pursuit  of  Riley 
— and  the  costly  tr-ades 
that  followed — show 
how  far  Alison  will  go 
to  get  what  he  wants. 
Riley  praises  his  pas- 
sion: "He  feels  the  wins, 
is  miserable  after  the 
losses,  and  watches 
every  game  while  trav- 
eling." Now  the  once 
lackluster  Heat  is  in  a 
division  r-ace,  and  the 
nimiber  of  sellout  games 
has  neariy  doubled  fr'om 
two  year's  ago. 

During  the  dustup 
over  Riley's  hiring, 
some  New  Yor-k  sports- 
writers  depicted  Arison 
as  a  willful  rich  kid.  Yet 
his  start  in  the  family 
hardly  grand.  As  a  teen, 
his  dad  at  Nor-wegian  Caribbean  Lines, 
rainning  bingo  games  and  helping  with 
shor-e  excur-sions.  In  1972,  Ted  founded 
Carnival  Cniise  Lines  with  a  tiny  staff 
and  one  old  ship,  the  Mar-di  Gr-as,  which 
r-an  aground  on  its  fii'st  cruise.  Micky 
pitched  in  for  months  before  an  execu- 
tive got  Ted  to  put  him  on  the  payi'oll. 

He  began  in  sales,  which  made  him 
comfortable,  he  says,  with  the  business' 
marketing  and  social  aspects.  Ted  says 
that  as  his  son  moved  up,  he  didn't 
want  to  fire  loyal  executives  in  key 


The  Arison  File 

TTTlf  Chairman  and  chief  executive,  Carnival  Corp 
m  47 

EDUCATION  Attended  University  of  Miami. 


m  HISTORY  In  1979,  at  30,  toolc  helm  of  Carnival 
Cruise  Lines,  founded  in  1972  by  his  father,  Ted. 
Became  chairman  in  1990.  Since  1979,  revenues 
have  climbed  from  $45  million  to  $2.2  billion. 


ithotek 
nival  Ho 
!,  wholly 
iW  to 
ilias2i 
nice  in  t' 
lia,  and 
Carnival's 
IB  to  be 

i  its  sts 
liCros: 
Iter  tod; 

!l.".fei 

fisali'eaii 
I  iJtheeo; 
•  itemtli 

posts  to  let  Micky  advance.  So  hefji'^jp^j, 
stepped  aside.  Over  dinner-  one  night,  he  (Cj^j! 
told  Micky  he  wanted  him  to  be  presi-  ipipj^j]  j 
dent.  "I'm  r*eady,"  Micky  says  he  replied,  ^ 
"But  I'm  not  so  sure  you  ar'e."  i  ^(jj^. 

The  next  day,  Ted  set  up  shop  in  a  i\  j„  |Jj 
Miami  office  building  and  began  refer-  <!^^  j| 
ring  all  Car-nival  calls  to  Micky — impor-  ^^^^ 
tant  steps  in  smoothing  the  transition,  uij,  y 
say  the  Arisons  and  other  Camival  ex-  ^s^^^^^ 
ecs.  Timing  helped,  too.  "If  the  company  ^^^y^ 
had  been  too  big  or  pubhc,  I  might  not  jj^c^^ 
have  had  the  coui-age"  to  elevate  Micky, 
Ted  says.  Micky  says  he  felt  "numb" 
the  first  four  months. 


M00HIIGHTIN6  Runs  family-owned  NBA  team,  the 
Miami  Heat. 

FMIILY  Married,  two  teenage  children. 


business  was 
he  worked  for 
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His  experienced  crew  helped.  While 
cky  rarely  sought  advice  fi'om  his  fa- 
!r,  who  remained  chaimnan,  he  kept  a 
3up  of  key  executives — Robert  H. 
:kirison,  Meshulam  Zonis,  and  Maiuice 
mati — and  hired  a  new  chief  financial 
icer,  Howard  Frank.  All  four  are  still 
)  managers.  They've  stuck,  they  say, 
:ause  Micky,  who  became  chairman 

1990,  has  an  open,  measured  style 
i  delegates  authority.  Throughout  his 
•eer,  he  has  "matiu*ed  and  developed, 
i  for  someone  with  the  success  he's 
d,  he's  handled  it  very  well,"  says 
:hard  E.  Sasso,  president  and  ceo  of 
al  Celebrity  Cruises  Inc. 
Early  on,  Micky  ran  operations,  Ted 
ersaw  ship  construction,  and  Carni- 

mushroomed.  In  1987,  it  went  public, 
sing  $400  million  and  setting  the 
isons,  who  control  70%  of  voting  pow- 

on  the  path  to  becoming  bilhonaii'es. 
cky  began  scouting  for  other  brands, 
ylng  Holland  America  in  1989. 
ATTERED  CRYSTAL.  Not  every  ven- 
•e  worked  out,  of  course.  A  notable 
;back  was  a  move  into  hotels  with 
i  876-room  Crystal  Palace  in  the  Ba- 
mas.  Constmction  cost  more  than  ex- 
:!ted,  Arison  says,  and  running  hotels 
■ned  out  to  be  fundamentally  different 
)m  operating  cruises,  where  the 
ests'  experience  can  be  better  con- 
)lled.  Carnival  took  a  $135  million 
•ite-off  in  1991  and  sold  the  hotel. 
11,  that  failure  gave  rise  to  two  other 
ntures — a  partnership  vrith  a  promi- 
nt  hotel-management  fii'm  now  called 
mival  Hotels  &  Casinos,  and  Carnival 
r,  wholly  ovraed  by  Micky,  which  was 
inched  to  ferry  guests  to  the  hotel.  It 
w  has  27  planes  providing  scheduled 
(•vice  in  the  Northeast,  Florida,  Cali- 
■nia,  and  the  Caribbean. 
Carnival's  international  expansion  ap- 
ai's  to  be  off  to  a  soUd  start.  Aiilom-s 
)ck  has  roughly  doubled  since  Carnival 
Dk  its  stake,  and  ChaiiTnan  and  ceo 
ivid  Crossland  says  "the  chemistry  is 
tter  today  than  when  we  did  the 
al."  Airtours'  extensive  tour  opera- 
ns  already  help  feed  Carnival's  ships, 
id  the  combination  of  Airtours'  expe- 
nce  with  Eui'opean  travelers  and  Cai-- 
/al's  cinise  expertise  augurs  well  for 
g  Costa  acquisition,  which  should  be 
mpleted  by  late  spring. 
Arison,  his  casual  air  notwithstanding, 
sessively  sweats  the  details.  In  con- 
ist  to  his  father,  whom  he  calls  an 
timist,  Micky  is  an  admitted  women 

carefully  watch  my  ways  of  under- 
mding  the  business,  and  through  a 
riety  of  reports  watch  how  business  is 
oceeding,"  he  says.  So  far,  Arison's 
3nd  of  determination  and  fretfulness 
s  proved  the  right  combination  to  pro- 
1  his  company  and  his  team. 

By  Gail  DeGeorge  in  Miami 


THE  INTERNET 


NET  GAMES  ARE 
DRAWING  CROWDS 

Even  though  profits  seem  far  off,  big  guns  are  rushing  in 

For  Cherie  Con- 
ner, playing 
Scrabble  with 
friends  at  a  lo- 
cal club  was  a  way 
to  forget  the  stress 
of  directing  airplanes 
at  Prescott  Airport 
in  Ai'izona.  But  ever 
since  her  husband 
gave  her  a  CD- 
ROM  version  of  the 
game  last  Chiistmas, 
things  have  changed 
for  the  40-year-old 
air  traffic  controller 
Rather  than  hop  in 
her  car  for  her 
jaunts  to  the  club, 
she  now  jumps  on 
her  personal  comput- 
er and  heads  to  a 

le  'calleT  M  .la^er  ^^^^ 

There^  she  spends  "We  want  to  be  the  biggest  name  in  online  games," 

one  to  three  hours  a  says  Fries  of  Microsoft,  and  deep-pocketed  players 

day  playing  against  have  a  big  edge-they  can  wait  for  black  ink 

other  Scrabble  fans. 


"I  know,"  she  confesses.  "I'm  addicted." 

It's  tales  like  this  that  are  setting 
the  stage  for  a  Doom-like  battle  on  the 
Internet.  For  nearly  a  year,  a  dozen 
Net  startups,  including  Mpath  Interac- 
tive Inc.,  the  Silicon  Valley  company 
that  runs  Mplayei;  have  been  beating 
the  dnmis  for  online  gamei's.  And  while 
the  bulk  of  the  Net  struggles  to  find 
cybernauts  willing  to  pay  for  any  kind 
of  content,  gamers  are,  well,  game — to 
the  tune  of  some  $127  million  this  year, 
says  Forrester  Research  Inc. 
A  GOLD  RUSH?  That  isn't  going  un- 
noticed by  the  big  gims — and  now  online 
gaming  is  about  to  get  serious.  On  Mar 
10,  heavyweight  Microsoft  Corp. 
telegraphed  its  plans  to  be  a  major  on- 
line gaming  company  with  the  revamp 
of  its  Internet  Gaming  Zone  site.  This 
summer,  America  Online  Inc.  will  join 
the  fray  when  it  offers  its  8  million 
members  a  three-dimensional  gaming 
world,  CyberPark.  And  MCi  Communi- 


cations Corp.  plans  to  launch  a  sei-vice 
this  year  that  allows  computer  users  to 
play  their  favorite  cd-rom  games  with 
others  over  an  MCi  network.  "We  are 
definitely  in  a  gold-rush  mentality,"  says 
analyst  Seema  Chowdhury  of  FoiTester. 

But  no  one  is  likely  to  liit  the  mother 
lode  soon.  While  online  gaming  could 
reach  $127  million  this  year,  it  is  but  a 
fraction  of  the  $2  billion  market  for  CD- 
ROM  games  and  entertainment  software. 
What's  more,  there  are  technical  glitch- 
es that  still  need  to  be  ii-oned  out.  Chief 
among  them  is  so-called  latency,  or  the 
time  lag  of  sending  small  packets  of 
data  across  a  global  network,  such  as 
the  Internet.  When  the  Net  gets  bogged 
down,  these  chunks  of  data  can  take  a 
long  time  to  reach  each  player's  com- 
puter on  the  Net,  making  games  jerky. 

Then  there's  the  fee  factor  Compa- 
nies are  still  fiddling  with  just  how 
much  to  charge  players.  In  Februaiy, 
Mpath,  for  example,  reduced  its  $19.95 
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COMPANY/NUMBER  OF  USERS 


monthly  rate  to  $29.95  a  year 
and  added  a  "fi-ee  zone"  of  its 
more  basic  games — moves  that 
more  than  doubled  its  num- 
ber of  subscribers.  And 
NetPlay    Inc.,    a  San 
Diego  startup  that  will 
offer  card  games  such  as 
poker  starting  Apr.  1,  will  try 
a  mix  of  approaches:  up  to 
three  hours  a  month  free  to 
gi"ab  the  attention  of  casual 
users,  who  may  then  pay 
$20  for  six  months  of  un- 
limited use. 

The  bottom  line:  On- 
line gaming  could  reach 
$1  billion  in  the  year 
2000,  says  Foirester,  but 
most  companies  won't 
be  profitable.  "Ever^'one 
thinks  this  is  a  home 
run,"  says  Chowdhui"y. 
"But  it  takes  years  and 
a  sinkhole  of  invest- 
ments until  you  hit 
mass-market  numbers." 
TEAMING  UP.  That  gives 
deep-pocketed  players 
such  as  Microsoft  an 
edge.  The  software  gi- 
ant has  been  testing 
card  games  with  users 
of  its  Internet  Explorer 
browser  since  last  May. 
But  now  the  newly 
launched  Web  site, 
www.zone.com,  is  avail- 
able to  anyone  with 
Net  access  and  lets 
owners  of  cd-rom 
games,  such  as  Mi- 
crosoft's Monster  Ti-uck 
Madness  or  Microsoft 
Golf,  play  against  other  owners  onUne. 

Microsoft  also  is  teaming  with  game 
companies,  such  as  Hasbro  Interactive 
Inc.,  which  will  make  its  CD-ROM  ver- 
sions of  Monopoly,  Risk,  Scrabble,  and 
Battleship  work  over  Internet  Gaming 
Zone.  "We  want  to  be  the  biggest  name 
in  online  games,"  .says  Ed  Fries,  gener- 
al manager  of  Microsoft's  Entertainment 
Business  Unit. 

Internet  Gaming  Zone  is  well  on  its 
way.  Since  last  May,  the  gaming  site 
has  attracted  more  than  200,000  regis- 
tered players.  That's  more  than  dou- 
ble what  either  Mpath  or  gaming  pio- 
neer Total  Entertainment  Network 
(TEN)  has  managed  over  the  past  year 
(table).  The  secret  to  Microsoft's  suc- 
cess? It's  free.  Microsoft  is  banking  on 
ad  revenues  to  pay  for  its  Web  site — 
and  the  Web  site,  in  tui-n,  will  increase 
sales  of  its  cd-rom  games.  Microsoft 


figures  10%  of  the  retail  sales  of  Mon- 
ster Tr-uck  Madness,  for  example,  have 
been  due  to  its  online  component. 
QUAKE  IS  The  cross-polli- 

^  Alf  MeZT"*'"^  nation  between  on- 
line games  and  cd- 
rom  sales  is  becoming' 
a  big  lure  for  compa- 
nies. Take  Berkeley  Sys- 
tems Inc.  of  Berkeley, 
Calif.,  which  has  sold  500,000  cd-roms 
of  its  sassy,  TV-like  trivia  game  called 
You  Don't  Know  Jack.  The  game  now 
has  a  separate  life  online  at  Berkeley's 


The  Scorecard 


MICROSOFT 

INTERNET  GAMING  ZONE 

200,000 

TOTAL  ENTERTAINMENT 
NETWORK  (TEN) 
26,000 

MPLAYER 

50,000 

AMERICA  ONLINE 
8  MILLION 


BERKELEY  SYSTEMS 
BEZERK 
80,000 


DESCRIPTION 


Indeed,  lots  of  companies  are  s 
looking  at  ways  to  make  "pay-for-pl; 
work.  Just  ask  Interactive  Magic,  a  s- 
ware  maker  in  Research  Triangle  Pai 
N.  C.  The  company  is  testing  Warbin 
an  online-only  flight  simulator  that 
link  thousands  of  cyberpilots  simul 
neously  on  its  Web  site,  and  chargi 
$1.95  per  hour.  "We  perceive  our  grow 
to  be  100%  to  300%  online  over 
next  year,"  says  Chairman  J.  W.  "W 
Bill"  Stealey. 

Others  are  betting  that  online  ga: 
ing  will  appeal  to  an  older  audien 
than  the  teen  cro\ 
addicted  to  twitch-ai 
trigger  video  g; 
Mpath,  for  examp 
says  a  survey  ( 


if 


The  Web  site  hooks  up  players  with  onhne 
versions  of  its  own  games,  as  well  as  Monopoly 
and  others  from  Hasbro.  With  no  subscription 
fees  for  now,  it  relies  on  advertising  for  revenue. 

Features  10  popular  games,  including  Quake. 
Subscribers  have  two  ways  to  pay:  $29.95  a 
month  for  unlimited  use  or  $1.95  per  hour. 

Mplayer  offers  popular  games  such  as  Diablo.  Its 
pricing  recently  switched  from  $19.95  per  month 
to  $29.95  per  year 


SCRABBLE  DRAWS 
FROM  BOTH  SEXES 


The  No.  1  online  service  plans  to  unveil 
CyberPark  this  summer.  Members  will  roam  a  vir- 
tual 3D  theme  park  filled  with  games.  Pricing  is 
expected  to  be  an  additional  charge  over  AOL's 
$19.95  monthly  fee. 

A  popular  game,  You  Don't  Know  Jack,  hits  the 
Net  on  this  new  Web  site.  Free  to  users,  beZerk 
will  depend  on  ad  revenues. 

DATA  COMPANY  REPORTS,  BUSINESS  WEEK  . 


Web  site,  www.beZerk.com,  which  ex- 
ecutives say  could  boost  retail  sales.  "We 
think  there's  a  halo  effect,"  says  Chris 
Deyo,  vice-president  for  marketing. 

Since  December,  80,000  members 
have  signed  up  for  the  free  service, 
playing  "netshows"  of  Jack  for  points 
and  prizes.  And,  since  beZerk's  version 
of  the  game  feels  like  a  televised  trivia 
contest,  ads  are  a  natural.  Net  contes- 
tants are  cleverly  fed  10-second  com- 
mercials from  sponsors  such  as  7- Up, 
New  Line  Cinema,  and  Plymouth. 

At  TEN,  CEO  Jack  Heinstand  has  been 
reluctant  to  convert  entirely  to  an  ad- 
supported  service.  "The  risk  is,  if  all  of 
us  think  this  is  the  way  to  compete,  it 
becomes  a  commodity,"  he  says.  Instead, 
TEN  will  try  to  differentiate  itself  by 
partnering  vdth  software  developers  to 
create  exclusive  online-only  games  so 
compelling  that  members  will  pay. 


users  shows  only  3' 
are  teens.  That's  leal 
ing  to  the  developme: 
of  more  grown-up  fa: 
such  as  virtual  worl 
that  emphasize  ro 
playing  and  commur 
ty-building.  3D0  Co 
Meridian  59,  for  exar 
pie,  links  thousands 
players  from  arour 
the  globe  in  an  imag 
nary  medieval  world 
sword  and  sorcery.  TI 
rate:  $9.95  per  month. 

Perhaps  the  biggest  such  undeitakii 
is  CyberPark.  Developed  by  ImagiN 
tion  Network  (inn),  an  online  game  se: 
vice  acquired  in  1996  by  aol,  it  vrill  be 
virtual  theme  park  where  members  ca 
wander  around,  chat,  and  play  varioi 
games.  In  addition  to  aol,  Dean  D* 
Biase,  president  of  inn,  says  it's  workir 
to  sign  deals  with  other  Internet  servic 
providers  as  well.  And  by  signing  u 
developers  to  create  exclusive  game 
DeBiase  thinks  consumers  will  flock  t 
CyberPark.  "This  is  the  fun  button  i 
cyberspace,"  he  says. 

It's  too  early  to  tell  whose  games  wi 
win.  But  as  the  companies  and  pricin 
plans  battle  it  out  on  the  Web,  it  wiU  b 
the  game  players,  such  as  Chen  Conne 
who  will  be  raking  in  the  windfalls  an 
having  all  the  fun. 

By  Paul  M.  Eng  in  New  Yor 
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G7NA.  drivers  are 


ALIKE 


Or  are  they? 


They're  as  different  as  the  fifty  states  they  live  in.  And  they  drive 
a  lot  of  different  kinds  of  cars  and  trucks  for  a  lot  of  different 
reasons.  But  when  ID.  Power  and  Associates  asked  new  vehicle 
drivers  about  the  quality,  sales  experience,  and  delivery  of  their 
vehicle,  the  GM  owners  were  remarkably  alike  in  their  point 
of  view.  Together,  they  formed  the  very  picture  of  satisfaction. 
And,  in  turn,  consecutive  top-ranked  performance  has  earned 
General  Motors  a  J.D.  Power  and  Associates  Chairman's  Award. 


General  Motors 

CHEVROLET  PONTIAC  OLDSMOBILE  BUICK  CADIlUC  GMC  SATURN 


 1 

General  Motors 

is  rated  highest 
in  satisfaction 
right  from 
the  start* 

-  /.  D.  Power  and  Associates 
1996  Chairman's  Award 

h  ttp://www.gm .  com 


^ Based  on  perfonruince 
among  corporations  sell- 
ing more  tlian  500,000 
vehicles  awnuiUy,  incliui- 
ing  General  Motors 
Corporation,  American 
Honda  Motor  Company 
hic,  Chrysler  Corporation, 
Ford  Motor  Company, 
Nissan  Motor  Corporation 
USA,  and  Toyota  Motor 
Sales  USA  hic,  in 
j.D.  Power  and  Associates 
1992-1996  New  Vehicle 
Sales  Satisfaction 
Studies':"  I neas urii ig 
owner  satisfaction  with 
the  sales  experience, 
delivery  and  initial 
condition  after  the  first 
90  days  of  ownership. 
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Anywhere. 


Get  $100  back  & 
a  free  canying  case. 

INo  walls.  No  limits. 
\nii  tlicit'V  nil  iirtter 
liriie  to  .stay  conncctecl, 
with  an  IBM  PC  Card 
Moflem  and  your  new 
Think  l'ad:i()S.  B.-- 
l  aUM'  now.  hftwt'cn 
:i/l/«)7-.5/.31/')7.with 
ihi'  piirrhasr  oi  hoth. 

Vou  ran  rr(  ri\r  our 
$111(1  ollicial  mail-in 
cfrtilii  ati'  and  a  trcf 
carrs  inji  i  ast\  lo  rccrivi-  a  cops  ol  tlir 
ctTl  ili(  ale.  and  to  find  out  alioul  our 
lull  ran;^.'  ol  I'C  Cards,  plrasr  call 
I  12()-72.').').  .-xt.  .SI2.5  or  comr 

v  isit  Us  at  w w  w.pr. ilim.com/thi nkpad. 


$1(111  I. 
II  lien  Mill  liii\ 

nil  l'( 
Ciiril  Miilrii, 

II  nil  a 
lliiiil.l'iiil  Mi'y 


Sipliition-  l<ir  a  --n 


■Prool  ol  puichasc  loi  bolh  IBM  IhinkPail  365  and  IBM  PC  Card  Mo  Jem  n.stied 
Cash  ffigislef  receipl,  bill  ol  sale,  or  invoice  marked  "paid"  dated  3^/97-  b/  iVj/" 
Oiler  expires  5/31/97  Rebates  may  not  be  assigned  ot  Iransterred  There  are  no 
returns  or  exchanges  allowed  Limit  one  per  IBM  ThinkPad  365  serial  number 
Ollicial  mail-in  oertihcale  must  accompany  your  retjuesi  Noi  available  lo  IBM 
resellers  IBM  reserves  the  right  to  withdraw  or  modily  this  promotion  wilhout  prioi 
nolice  Void  wheie  taxed,  prohibited  or  restricted  by  law  Please  allow  4-8  weeks  lor 
delivery  Oiler  valid  only  in  the  U  S  A  All  registered  trademarks  and  trademarks  are 
the  property  ol  Internaiinnai  Business  Machines  Corporation  (c)  1997  IBM  Cnrp 


TELECOMMUNICATIONS 


MCI:  DONT  COUNT 
THE  CHICKENS  JUST  YET 

It  faces  a  massive  merger,  smaller  rivals,  and  costly  expansioi 


PRICE:  "Mij  No. 
sure  MCI  re  ma 


There's  been  a  cer- 
tain amount  of 
gloating  around  MCi 
Communications  Corp. 
over  archrival  AT&T's 
endless  string  of  bad 
news.  After  all,  while 
AT&T  has  seen  its  share 
of  the  long-distance 
market  drop  a  full  per- 
centage point  in  the 
past  year,  to  just  under 
54%,  MCI  has  held  its 
share  steady  at  around 
18%.  "This  is  a  great 
time,"  says  MCi  Presi- 
dent Timothy  F.  Price. 

Is  it?  For  years,  MCi 
was  the  one  snagging 
market  share  from 
AT&T,  but  now  a  host  of 
smaller  competitors  are 
making  life  tough  for 
MCI.  In  fact,  the  No.  2 
long-distance  earner  is 
facing  many  of  the 
same  challenges  as 
AT&T — namely  defending  its  core  long- 
distance business  in  a  far  more  compet- 
itive market  while  making  a  costly  push 
into  local  calling.  At  the  same  time,  MCi 
must  manage  the  most  wrenching  tran- 
sition of  its  25-yeai-  history — its  planned 
$22  billion  merger  into  Biitish  Telecom- 
munications Pi>C,  expected  to  close  by 
yearend. 

Granted,  MCi  can  learn  from  its 
British  counterparts.  In  late  February, 
15  BT  executives  flew  over  to  explain 
to  MCI  how  their  owr\  local-calling  and 
billing  systems  work.  But  too  much  in- 
put from  BT  could  make  mci  bureau- 
cratic— and  trigger  an  exodus  of  the 
most  aggressive  employees.  Some 
MCUers  are  already  circulating  resumes, 
accoi'ding  to  an  executive  at  a  rival  com- 
pany. "My  No.  1  job  is  to  make  sure 
MCI  remains  mci,"  vows  Price. 
DEEP  POCKETS?  This  is  hardly  a  good 
time  for  such  distractions.  MCi  has  in- 
vested $1  billion  building  local-calling 
networks  in  20  cities,  and  says  it  will 
spend  an  additional  $700  million  this 
year  lies  Securities  Inc.  analyst  Linda 


1  job  is  to  make 
ins  MCI" 


B.  Meltzer  figures  M 
won't  turn  a  profit 
the  local  business  un 
at  least  2000,  and  tl 
increased  spending  w 
keep  1997  earnings  fli 
or  dovni  slightly  fro 
last  year's  net  of 
billion. 

With  the  BT  deal,  Mi 
should  theoretical 
have  deep  pockets 
draw  from.  But  do 
look  for  big  dollars 
flow  from  bt's  coffe 
any  time  soon.  T 
British  phone  compa 
must  also  devote  r 
sources  to  competing 
Europe  and  to  its  ho 
market,  where  it  is  u 
der  political  pressure 
upgrade  aging  pho 
networks. 

The  takeover  shoul 
however,  boost  MCi 
core  long-distance  bus 
ness.  Once  the  merger  goes  throug 
MCI  will  be  able  to  offer  a  global  men 
of  voice  and  data  products,  giving 
more  clout  with  corporate  customer 
MCI  has  been  chasing  such  business  f' 
years  in  an  effort  to  reduce  its  exp 
sure  in  the  volatile,  low-margin  res 
dential  market.  Two-thirds  of  mci's  re 
enue  now  comes  from  busines 
subscribers,  up  from  about  50%  fiv 
years  ago.  "They  are  unquestionabl 
No.  1  in  terms  of  serving  multination' 
customers,"  says  Forrester  Researc 
Inc.  analyst  David  Goodtree  of  the  B 
MCI  team. 

But  the  business  market  is  gettin 
tougher  as  well.  Upstarts  such  a: 
WorldCom  Inc.,  the  fovuth-largest  long 
distance  earner,  are  focused  almost  ex 
clusively  on  coiporate  customers.  Add  t( 
that  the  entry  of  the  Baby  Bells  int^ 
long-distance  in  the  next  year  or  two 
and  you  have  a  recipe  for  sharp  prict' 
declines.  It  looks  as  though  mci  ma: 
have  to  cut  back  on  the  gloating. 

By  Amy  Bamtt  in  Washington,  tvit 
Julia  Flynn  in  London 
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For  under  $2,000, 
you  could  have  a 
Compaq  or  a  Toshiba. 

You  could  also 
have  a  ThiulvPad. 


No  reason  to  let  a  little  thing  like 
money  stand  between  you  and  a 
ThinkPad.  Beeause  now,  for  less 
than  $2,000,  you  ean  have  one  of 
your  own— with  Pentium"  processor 
power,  integrated  TrackPoint  III, 
award-winning  design  and  that 
unmatched  ThinkPad  "feel."  Just 
call  1  800  426-7255:  ext.  5011,  for 
tnore  details  and  to  find  out  where 
you  can  buy  one.  Or  come  visit 
us  at  \\ ww.|)C.il)m.com/tbinkpad. 

A  better  place  to  thinlc. 


ThinlcPad 


Thinly 


:  1  I  i  I  t  I  I  « 
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IM-F  8  ani-8  pin  EST  In  Canada  call  1  800  Afih-Vm  (1D#  AWA).  ^MHz  denotes  (nlernal  tltiek^speed  ot  Ihe 
microprocessoi  only:  other  factors  also  affect  application  performance.  3GB  billion  bytes  ""May  be  preloaded, 
included  on  a  CD  or  available  to  order  on  a  CD  Diskettes  and  hard  copy  documentation  available  at  extra : 
cfiaige.  ^'Model  1  [T/tiiF.  Estimated  lEiM  autnorized  retailer  price.  Actual  prices  may  vary  Other  models  larige  up 
lo  $2,999.  IBM.  iriinkPad.lrackt'oint  III  and  Soliilions  toi  a  small  planet  are  . trademarks  of  Inleinalional 
'  Business  Machines  Corporation.  Lotus  and  SmartSuite  are  registered  trademarks  of  Lotus  Development  Coip. 
The  Intel  inside  logo  and  Pentium  are  registered  tratiemarks  of  Intel  Corp.  ©1997  IBM  Corp. 


n,inl.l',i,l 

]2<lMHz- processor.  SMB  memory.  l.OHGB' 
hard  disk.  11.3-inch  screen,  TrackPoint  III, 
4.\  CD-ROM.  Lotus  SmartSuite,'  $1,899: 


Solutions  for  a  small  planet 


Media 


EXECUTIVE  SUITE 


DOW  JONES 

AIN'T  BROKE... 

So  why  fix  it,  asks  CEO  Kann  prior  to  a  tense  annual  meeting 


Things  are  looking  a  bit  dicey  for 
Dow  Jones  Chairman  and  Chief 
Executive  Peter  R.  Kami.  The  5^- 
tjear-old  former  joimialist  faces 
a  sntall  but  vocal  group  of  shareholders 
who  are  demanding  that  he  reverse 
Dow  Jones  &  Co.'s  sorry  financial  per- 
formance of  the  past  decade.  For  years, 
Dow  Jones  qwietly  underperformed  the 
market  with  little  notice.  But  now,  pres- 
sure on  Kami  is  moimting.  Activist  in- 
vestor Michael  Price  recently  bought  a 
large  stake,  as  has  outspoke^i  fund 
nmnager  James  Cramer  Some  clianges 
are  already  under  way.  Frequently  ab- 
sent Director  Carlos  Salirms,  tiie  former 
Mexican  President,  is  leaving  tlie  board, 
and  less  controversial  figures,  such  as 
American  Express  Chief  Executive 
Harvey  Golub,  are  coming  on.  Overall, 
however,  Kann  is  unapologetic  about 
the  performance  of  the  company  under 
his  watch.  And  with  the  majority  of 
the  Bancroft,  family,  which  controls  the 
company's  voting  shares,  still  backing 
him,  he  shows  no  sign  of  worry  as  he 
anticipates  the  company's  Apr.  16  an- 
nual meeting.  Kann  .spoke  recently  with 
BUSINESS  WEEK  Media  Editor  Elizabeth 
Lesly  about  his  situation. 

Q:  Are  you  [aiui  the.  rest  of  Dow  Jones's 
board]  com  mitted  to  going  forward  with 
the  plan  to  invest  an  additional  $650 
million  in  Telerate,  given  Wall  Street's 
dismay  over  the  plan? 
A:  There  has  been  a  lot  of  misinfor- 
mation about  Telerate  [Dow  Jones's  fi- 
nancial data  service].  This  has  been  a 
very  good  business.  The  fact  that  in 
the  last  18  months  or  so  the  business 
slipped  some,  stagnated — whatever 
word  you  want  to  use — doesn't  change 
[that]  fact.  It's  a  growth  business  and 
clearly  worth  investing  in  and  re- 
investing in. 

Q:  Given  the  makeup  of  your  board, 
with  several  inside  directors,  two  class- 
es of  voting  stock,  and  some  outside  di- 
rectors wlu)  are  too  busy  to  attoui  many 
meetings,  its  effectiveness  seems  ques- 


tionable. How  effective  is  your  board? 
A:  That  this  has  been,  in  some  sense,  an 
inactive  or  weak  board  just  is  not  the 
case.  [If  four  newly  nominated  direc- 
tors are  elected  at  the  annual  meeting], 
we'll  have  a  board  that  includes  six  ac- 
tive CEOS,  and  12  of  15  directors  will 


holders  equally  well?  Are  separate  vot 
ing  classes  defensible? 
A:  Yes,  separate  voting  classes  make  ; 
whole  lot  of  sense,  particularly  in  th(i 
case  of  a  company  like  Dow  Jones  or,  in 
■  deed,  a  number  of  what  I  call  premierd 
pubUshing  companies.  That  has  server 
to  protect  the  independence  of  the  com 
pany  and  the  editorial  independence  oj 
extraordinarily  important  publication: 
like  The  Wall'  Street  Journal.  In  thai 
sense,  I  think  the  two-class  stock  is  ir 
the  interest  of  all  shareholders. 


Q:  Why  is  Dow  Jones's  dividend  sc 
high  when  the  company  appears  to  need 
heavier  investment  in  its  core  busi 
nesses?  Given  the  current  circum 
stances,  should  Dow  Jones  be  paying 
out  a  dividend  at  all? 
A:  We  can  afford  the  dividend.  This  has 
always  been,  and 
remains,  a  very 
profitable  company 
with  very  strong 
cash  flow.  The  divi- 
dend as  a  percent 
age  of  cash  fi-om  op- 
erations was  23%  in 
1996,  compared  to 
an  average  of  30% 
in  oui"  industry. 


JUST  BAD  INK?  U  I  think  that 
the  turmoil  is  [confined  to]  the 
pages  of  a  couple  of  tabloid 
newspapers 


PETER  KANN 


be  nonmanagement.  So  I  think  the 
board  does  not  merit  most  of  this  criti- 
cism [found  in]  the  tabloid  press. 

Q:  The  Bancroft  family  controls  Dow 
Jones  &  Co.  through  a  separate  class  of 
super-voting  stock.  Do  you  think  that 
such  an  arrangement  serves  all  share- 


Q:  No  one  dispv.tes 
that  The  Wall 
Street  Journal  is  a 
great  newspaper.  Is 
Dow  Jones  a  great 
compayiy? 
A:  I  think  that  the 
future  of  this  com- 
pany is  very  bright 
In  my  view,  bright- 
er than  ever.  The 
Wall  Street  Journal 
fi-anchise  is  actively 
expanding  in  all 
kinds  of  new  direc 
tions  [such  as]  sue 
cessful  internation 
al  editions.  Inter 
net  publishing,  and 
Smart  Money  mag- 
azine. We've  got  an 
extraoi-dinary  array 
of  unique  propri 
etary  content  [that 
is  going  to  have  in- 
creasing value  in  a  world  in  which  con- 
tent, above  all,  is  going  to  matter. 

Q:  How  do  you  judge  your  own  perfor- 
mance? Are  you  the  best  Chief  Execu- 
tive to  lead  Dow  Jones  at  this  point? 
A:  Yes.  Well.  I  think  in  any  job  Uke 
this,  you  wind  up  making  some  large 


torf 

lot  of 

ink  we 
ittfe 


setJoi 


i  IS 


IllSrf 


Iressij 

Dnn 
ler]  CO 
il/fic 
\\ 
ly  lb 
iaki 
It  tact 
iyd 

111  St( 

tiewk 
the,:, 

Ktivei 

(tot: 

K  Gt'l 


K  t 


id  t'aifly  tough  decisions,  and  some- 
nes  it  takes  some  time  for  others  to 
irly  judge  the  wisdom  of  those  deci- 
)ns.  I'm  going  to  leave  it  to  my  board 
assess  my  performance.  Their  as- 
ssment  is  much  more  relevant  than 
y  own  would  be,  and  it  would  be  sub- 
antially  less  self-sei-ving. 

:  //  has  been  reported  that  General 
lectric  Co.  would  be  interested  in  tak- 
g  a  stake  in  Dow  Jones.  How  would 
m  view  such  a  relationship?  Do  you 
lieve  that  the  Journal  and  your  tele- 
nm  assets  would  meld  well  with  nbc's 
terations? 

I  The  board  and  the  Bancroft  family 
,ve  made  it  clear  that  Dow  Jones  in- 
nds  to  remain  fully  independent.  IVe 
it  a  lot  of  admii'ation  for  Jack  Welch.  I 
e  some  nice  progi'amming  on  nbc.  But 
think  we  are  doing  fine  on  oui"  owii  in 
'  at  this  point. 

:  So  you  would  not  welcome  any  in- 
stment  from.  GE  or  anyone  else? 
i  I'll  just  stick  to  that  answer  on  that 
lestion. 

:  Is  it  tmthinkable  that  The  Wall 
reet  Journal  would  have  a  change  in 
ntrol  or  ownership? 
;  It  is  unthinkable  that  Dow  Jones 
juld  have  a  change  in  control  or  owt\- 
ship.  Thus,  it's  unthinkable  that  The 
all  Street  Journal  would. 

:  How  extensively  will  the  Journal 
ver  the  ttvrmoil  at  the  company? 
:  I  think  that  the  turmoil  is  [confined 
]  the  pages  of  a  couple  of  tabloid 
!wspapers.  I  do  not  think  there  is 
rmoil  at  Dow  Jones.  I  think  we  have 
•me  business  issues  that  we  are 
[dressing. 

:  Do  you  feel  that  this  [interview  and 
her]  coverage  of  the  company  over  the 
ist  few  months  is  not  a  valid  stonj? 
:  No,  I  didn't  say  it's  not  a  valid  stoiy. 
ny  time  a  pretty  high-profile  company 

15  a  business  problem,  that's  a  story. 

16  fact  that  a  couple  of  people  in  a 
mily  choose  to  go  to  the  press  to  criti- 
ze  the  company  is,  up  to  a  point,  a 
ilid  story.  Theii"  significance  has  been 
imewhat  exaggerated,  if  you  put  them 

the  context  of  this  larger  family.  I'm 
)t  suggesting  that  Dow  Jones  shouldn't 
!  covered  as  a  legitimate  business  sto^y. 
lowever]  there's  a  level  of — again,  for 
ck  of  a  better  word — tabloid  coverage 
lat  can  sort  of  go  beyond  what's  factual, 
ut  we're  not  the  first  company  in  the 
orld  to  complain  about  that.  I've  been 

journalism  long  enough  to  understand 
lat  that's  how  the  world  works.  You 
low,  it's  somewhat  more  fun  to  cover 
lan  be  covered. 
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$171,200,000 
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CASTIiE  HARLAIV  PARTIVERS  II,  L.P. 


in  partnership  wilh  managemeni  has  formed 


Commemorative  Brands,  Inc. 


to  acquire  the  class  ring,  scholastic  anil  recognition  businesses  of 
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CJC  H<ildini;s.  Iiii. 


Balfbur. 

L.G.  Balfinir  Compuny.  Inc 


The  undersigned  ii.ssisfed  in  the  nieri^er  and  finam  nii^ 
and  acted  as  financial  advisor  to  Casfle  Harlan  Partners  //,  L  I' 

CASTLE  HAKLAN,  IMC. 
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$59,500,000 


^      CASTL.K  HARLAIV  PARTNERS  II,  li.P. 

(/(  partnership  with  management  and  other  shareholders, 
has  acquired  control  oj 


Ij^  ^©Synthetic 


The  itndersi}>ned  assisted  in  the  nef^/ftiallons  and  flnuncinf^. 
and  acted  as  finaiu  nil  advis(>r  to  Castle  Harlan  Partners  II.  L  P. 
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Entertainment 


DEALS 


NOW  SHOWING  IN 
IMAX:  MONEY! 

The  giant-screen  technology  will  even  bag  an  Oscar 


Hiimongous  screens.  o-D  effects.  And, 
of  course,  the  special  glasses.  They 
were  all  the  rage  in  the  '50s.  Since 
then,  multiplex  screens  have  shnink  al- 
most to  the  size  of  TV  sets.  As  for  3-D 
and  glasses,  well,  forget  about  it. 

Not  any  more.  Toronto-based  Imax 
Corp.  has  improved  on  the  old  tech- 
nologies, built  theaters  with  screens  up 
to  eight  stoiies  high,  and  even  equipped 
some  with  electronic  goggles  and  per- 
sonalized sound  systems  that  produce 
an  extraordinarily  realistic  3-D  experi- 
ence. On  Mar'.  24,  Imax  will  receive  this 
yeai's  sole  Academy  Awai'd  for  Scientific 
&  Technical  Achievement.  And  two 
Imax  films  have  also  been  nominated 
for  Oscars. 

BOLDLY  GOING?  Now,  Imax,  which  has 
atti'acted  .510  million  people  to  more 
than  100  films  since  1970  (mostly  2-D), 
has  plans  as  big  as  its  new  screens.  It 
wants  to  at  least  double  its  network  of 
149  theaters  within  five  years.  And  it's 
negotiating  with  several  Hollywood  stu- 
dios, including  Paramount  Pictures 
Corp.,  which  is  interested  in  producing  a 
Star  Ti-ek  film  in  Imax  3-D.  "We're  on 
the  verge  of  a  breakthrough"  that  will 
make  Imax  "the  principal  medium  for 
spectacular  films,"  predicts  Graeme  Fer- 


EXTRA-LARGE  PLANS 

BUILD  COIVnMERCIAL  THEATERS  Double  theater 
network  to  300  within  five  years,  partly  by  getting 
chains  to  include  an  Imax  in  new  mutliplexes. 


every  "major  studio  about  working  i 
the  Imax  format."  While  some  mogu' 
remain  skeptical,  "Brad's  probably  rig? 
that  with  a  real  motion  pictiu'e,  he  coul 
do  tremendous  business,"  says  Univers;; 
Studios  CEO  Frank  J.  Biondi  Jr.  Indeec 
Star  Wars  creator  George  Lucas  y( 
cently  predicted  that  "you're  going  t 
see  more  people  making  movies  fo; 
those  [Imax]  screens." 

Indeed,  Imax  is  now  seen  as  a  hcj 
prospect.  In  1996,  earnings  quadruplecalit 
to  $15.4  million,  as  sales  surged  Al% 
to  a  record  $130  million.  Tliat  has  helpei 
power  the  stock  to  $35,  up  fi'om  a  lo\i 
of  $7  in  early  1995.  Fo)'  Wassersteir 
which  acquired  its  cuiren 
39%  stake  at  Uttle  mor 
than  $2  a  share,  "this 
probably  the  most  sue 
cessful  deal  we've  eve 
done,"  says  Managing  Di 
rector  Marc  Utay. 

  Wechsler  and  Gelfond 

who  now  serve  as  co 
CEOs,  are  an  unusual  team.  While  in 
tensely  driven,  "by  Hollywood  stan 
dards,  they  are  low-ego,"  says  one 
Imax'  institutional  investors.  That  ha 
helped  them  convince  Sony  Corp.,  fo: 
instance,  to  partner  with  them  both  ii 
launcliing  commercial  theaters  and  mak 
ing  Imax  movies.  "It's  been  a  home  itu 
for  us  in  a  variety  of  ways,"  sayi 
Mitchell  Cannold,  president  of  Sonj 
New  Technologies.  Sincf 
the  Sony  Imax  Theatei 
near  Manhattan's  Lincoli 
Center  opened  in  latf 
1994,  it  has  often  "beer 
the  highest-grossing! 
screen  in  the  U.  S.,"  mar- 
vels Lawrence  J.  Ruisi 
president  of  Sony  Retai' 


GELFOND  & 
WECHSLER: 

The  CO-CEOS 
teamed  with 
Wasserstein 
fo  acquire 
Imax  in  '91 
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EXPAND  l^frER^^ATIONALLY  Step  up  marketing 
to  reach  goal  of  150  theaters  outside  North  America 

in  five  years,  up  from  63_  now.   Entertainment. 

Though  the  big  studioi 
have  shied  away  fro 
Imax  because  of  the  lim- 


BROADEN  FILM  MIX  Work  with  Hollywood  studios 
to  produce  commercial  films.  One  early  possibility:  A 
3-D  Star  Trek  movie. 


gaison,  the  filmmaker  who  helped  found 
the  company  in  1967. 

Ferguson  and  two  partners  initially 
had  trouble  getting  the  idea  off  the 
gTound.  Problem  was,  as  a  private  com- 
pany, Imax  was  "severely  undercapital- 
ized," Ferguson  admits.  In  1993,  he  and 
his  partners  put  it  up  for  sale.  The  win- 
ning bidders  were,  a  pair  of  New  York 
entrepi'eneurs  who  met  while  working 
at  Drexel  Biuniliam  Lambert:  Bradley  J. 
Wechsler,  now  45,  and  Richard  L.  Gel- 
fond,  41.  They  teamed  with  buyout  firni 
Wasserstein  Perella  &  Co.  to  acquire 
Imax  for  $100  million  in  March,  1994, 
and  then  took  it  public  that  June. 

Now,  Wechsler  says  he  is  talking  with 


ited  number  of  theaters, 
that's  now  changing.  Sony,  which  madi 
the  first  two  films  in  Imax  3-D,  novsl 
"has  a  dozen  new  projects  in  develop-j 
ment,"  says  Cannold.  Wechsler  sayi 
evolving  digital  technology  will  soo: 
give  Imax  the  ability  to  produce  ver- 
sions of  films  such  as  Timster  and  Inde-\ 
pendence  Day. 

Imax  faces  some  competitors,  but  it's 
clearly  the  leader.  And  measiu'ed  againstJ 
the  potential,  Imax  "has  just  barely! 
scratched  the  surface,"  says  former! 
Home  Box  Office  chairman  Michael  J.i 
Fuchs,  an  Imax  dii'ector.  It  has  taken  301 
years,  but  it  looks  like  the  really  big 
screen  is  here  to  stay. 

By  William  C.  Symouds  in  Toronto', 
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Theft,  Vandalism,  And  Chaos. 

Three  Compelling  Reasons 
To  Do  Business  With  McAfee. 


Most  companies  don't 
manage  their  networks. 
They  survive  them. 

at's  because  today's  networks 
;  constantly  vandalized  by  viruses,  hackers,  and  even  your  own 
iployees.  While  your  managers  battle  the  chaos  of  demanding 
end  users,  more  complex  softu'are  and 
multiple  operating  systems. 

It's  a  tough  environment  that,  ft'ankly, 
we  like  ven'  much. 

After  all,  finding  innovative  ways  to 
keep  networks  safe,  sane,  and  simple  to 
manage  is  what  we  do  better  than  anyone 

And  it's  why  McAfee  is  the  largest  and 
fastest  growing  company  in  PC  network 
security  and  management. 


Download  McAfee 


McAfee  Im  Ibe  Ibinl  most  pupiikir  sol/irt/re  Web  site  on  the  %r  mteriiet.  People  download 
our  products  Jree,  then  pur  us  to  i^et  upt^rudes  und  our  uinwd-wmumg  technical  support. 


'<[ee  K  one  of  the  top  ID 
loftware  companies  in 
world -and  the  fastest 
wing. 


Some  people  think  they're  stealing  our  software. 

McAfee,  our  innovations  aren't  limited  to  our  products.  We've 


changed  the  very  way 
companies  buy  software. 

We  pioneered  the 
subscription  pricing  model 
that  Netscape  and  others  now  use.  It's  simple:  People  download  our 
software  without  paying  for  it  -  then  they 
come  back  and  pay  us  just  to  get  the 
technical  support  and  two 
years  of  free  upgrades. 

L;ist  year,  8  million 
people  did  just  that. 

Of  course,  some  people 
do  steal  our  software. 
But  they  end  up  spreading 
the  word  about  McAfee's  good 
will  and  top-rated  products. 
All  of  which  reinforces  our 
position  lis  the  market  leader 


McAfee 's  leading-edge  securit}'  products 
keep  the  thousands  of  hackers  and  viruses 
irhere  the}'  belong-out  of  your  network. 


T  80  of  the  Fortune  100  rely  on  Mc4fee  to  prevail  against  the  chaos  threatening  their  networks. 


Networks:  powerful,  necessary,  and  chaotic. 

At  McAfee,  we  underetand  how  important  \our  network  is 
to  your  company's  growth  and  success.  And  we  have  the 
products  and  experience  to  help  you  handle  the  chaos 
that  threatens  it. 

Maybe  that's  why  more  than  80%  of  the  Fortune  100 
rely  on  McAfee.  More  than  Microsoft.  More  than  Intel. 
More  than  Symantec. 

Shouldn't  your  company  be  doing  business  with  the 
leader  in  network  security  and  management? 

With  innovative  pricing,  superior  products,  and 
award-winning  support, 
McAfee  is  the  best  choice 
for  guarding  and  restoring 
order  to  vour  network. 


McAfee 
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BIOTECH 


A  GENE  TO  MAKE 
GREENER  BLUE  JEANS 


Hill 


But  Genencor's  less  polluting  bio-dye  is  having  a  rough  time  cracking  the  market 


In  the  early  1980s,  investor  George 
Rathmann  had  big  plans  for  his  new 
company,  Amgen  Inc.:  Not  only  did 
he  hope  to  use  biotechnology  to  revolu- 
tionize di-ug  development,  but  he  envi- 
sioned using  gene-spliced  bacteria  to 
tum  cheap  chemicals  into  plastics,  lu- 
bricants, and  other  high-value  industrial 
products.  Rathmann  later  abandoned 
the  second  goal,  but  an  experiment- 
gone-wong  fi-om  that  pursuit  could  soon 
be  making  blue  jeans  a  little  gi'eener 

The  experiment  began  when  Amgen 
researchers  discovered  that  an  enzyme 
found  in  certain  bacteiia  could  convert 
inexpensive  naphthalene,  the  key  ingi'e- 
dient  in  mothballs,  into  a  much  more 
expensive  ingTedient  called  alpha-naph- 
thol  that  is  used  in  making  dyes  and 
some  plastics.  By  splicing  the  gene  for 


most  popular  dye.  It  was  then  selling  at 
about  $10  per  kilogram.  Alpha-naphthol 
was  going  for  under  $2  and  naphthalene 
for  a  few  pennies.  Plus,  existing  indigo 
synthesis  requires  noxious  chemicals,  such 
as  cyanide  and  fomialdehyde.  And  it  pro- 
duces toxic  effluent.  Amgen's  process 
simply  required  some  cornstarch  to 
"feed"  the  cells — and  had  no  toxic 
byproducts.  "We  thought  we  had  the 
Holy  Grail,"  says  Rathmann.  Indigo,  not 
alpha-naphthol,  became  the  target. 

That  was  almost  15  years  ago.  With 
big  profits  much  more  Ukely  fi'om  new 
dings,  Amgen — like  many  biotech  com- 
panies— dropped  its  industrial  enzyme 
research.  Today,  the  indigo  technology, 
sold  to  Genencor  In- 


\k\  pri 
s  several 


trick  of  turning  test-tube  science  in  i^'f'** 
reliable,  large-scale  production.  But 
more  fimdamental  block  for  bio-indigo 
that  established  manufacturers  hav 
been  loath  to  alter  decades-old  produ 
tion  processes — citing  both  economic  an 
quality  concerns  about  the  new  dye 

Now,  those  concerns  may  be  lessei  sp^"^' 
ing.  Genencor,  a  joint  ventiu'e  of  Eas 
man  Chemical  Co.  of  Kingsport,  Tenr 
and  Finland's  Cultor  Ltd.,  has  use 
some  nifty  chemistry  and  molecular  b 
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ology  to  increase  indigo  yields  moi  fspfiDit 
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than  ten-thousandfold.  Genencor's  vic6 
president  for  technology  developmen 
Karl  Sanford,  says  the  cost  is  finall 
competitive  with  the  traditional  proces^'in 
And  rising  environmental  concern 
around  the  world  may  work  i 
Genencor's  favor.  Wliile  it's  fa 


17S0s:  Using  slave  labor, 
massive  indigo  plantations 
become  a  mainstay  of  the 
American  colonial  South. 


1630s:  British 
Imports  of 
indigo  grown  in 
India  replace 
dye  made  from 
the  local  blue 
woad  plant. 


that  enzyme  into  another  kind  of  bac- 
teria, Rathmann  envisioned  a  cheap 
way  to  inake  commercial  ciuantities  of  al- 
pha-naphthol at  a  big  profit.  After  the 
fii'st  experiments,  though,  something  odd 
hajjpened:  A  mysterious  .stain  turned  all 
of  the  experiments  blue.  "We  teased  the 
scientist  that  the  cells  were  in  pain," 
recalls  Rathmann.  Soon  after,  a  visiting 
British  chemist  saw  the  blighted  beakers 
and  recognized  the  "contaminant"  im- 
mediately. "That's  indigo!"  he  said. 

While  some  reseiu-chei-s  laughed,  Rath- 
mann made  some  calculations:  Indigo, 
used  to  dye  denim  blue,  is  the  world's 


^"•'■^jj  ternational  Inc.  in 
1989,  is  still  on  the 
laundn.iad.  li  lia>  long  been  regarded  as 
an  examjjle  of  how  biotechnology  can  of- 
fer important  new  approaches  for  indus- 
tiy  well  beyond  new  drugs.  Using  non- 
toxic, renewable  resources,  genetically 
engineered  enzymes  have  made  headway 
in  treating  textile  products,  improving 
detergents,  and  making  food  additives. 
But  industiy  has  so  far  been  waiting  for 
a  high-profile  blockbuster  product. 

Will  it  be  indigo?  Like  other  projects 
in  tliis  arena,  delays  have  stemmed  fi'om 
two  sources:  The  fii'st  is  the  technical 


fi-om  certain  that  the  dye  can  crack  th(  ieption  i 
$250  million  indigo  market,  conditions  K,  lie  ?• 
have  never  been  better  ( huge 

Indigo  is  the  best  known  of  "non^  fctp 
reactive"  dyes.  It  coats  only  the  outside  That  n 
of  textile  fibers  and  so  wears  off  ovei  Jinrilr,^. 
time,  making  it  perfect  for  achieving  the  thioteii, 
lived-in  look  and  feel  of  denim  jeans.  II  kk 
accounts  for  some  3%  of  all  dye  colors  irtiii 
used  today — impressive  against  a  uni- 
verse of  thousands  of  colors  that  are  In 
mixed  together  to  form  various  shades.  |et 
Indigo  has  a  rich  and  peculiar  past;  jrigjig 


Marco  Polo  was  the  first  to  describe 
the  dye,  made  from  indigofera  plants «, 


tfenvli 


awing  in  Asia  and  Africa  in  the  13th 
ituiy.  Europeans  protecting  the  mar- 
t  for  native  dyes  made  from  bhie 
lad  plants  initially  threatened  death  to 
yone  using  indigo.  By  the  mid-19th 
itury,  demand  for  indigo  was  soaring 
the  U.  S.  thanks  to  a  Bavarian  ped- 
!r  named  Levi  Strauss,  whose  denim 
irk  pants  became  the  uniform  of  the 
lifornia  Gold  Rush. 
Indigo's  big  commercial  tui'ning  point 
ne  in  the  late  19th  centuiy.  After  17 
ars  of  i-eseai'ch,  German  chemist  Adolf 
n  Baeyer  invented  a  synthetic  indigo 
e  process  in  1897  that  later  won  him 
Nobel  prize  in  chemistry.  Over  the 
at  several  decades,  British  owners  of 
ge  plantations  in  India  planted  indigo 
a  failed  effort  to  compete  with  the 
iap  and  reliable  German  chemistry, 
lagers  starved  in  the  process  when 
id  crops  were  uprooted. 
TRENCHED.  By  the  time  Rathmann's 
im  began  consideiing  the  blue  stain  in 
experiments,  the  world's  major  indi- 
producers — including  Germany's  basf 
oup,  Japan's  Mitsui,  England's  Im- 
rial  Chemical  Industries,  and  Buffalo 
lor  in  Buffalo,  N.  Y. — were  making  a 
y  profit.  They  had  long  ago  wiitten 
their  plants  and  cai"ved  up  most  of 
i  market.  So  Rathmann  got  a  cool 


There  were  technical  snags,  too.  In 
fine-tuning  the  process,  scientists  were 
involved  in  a  complicated  balancing  act 
with  the  enzymes  in  the  bacteria.  Tweak- 
ing one  enzyme  more  than  another  could 
send  the  tai'get  byproducts  in  the  wi'ong 
direction — making  them  weak,  unstable, 
even  the  wr'ong  color.  The  most  notable 
flub  came  after  Genencor's  fii'st  big  pro- 
duction nm  of  150,000  yards  of  denim. 
The  result  was  too  red  because  the  bugs 
were  now  squirting  out  a  byproduct 
called  indirubin.  After  two  years  of 
work,  researchers  spliced  in  a  gene  for 
yet  another  enzyme  that  could  convert 
the  culprit  to  a  colorless,  nontoxic  com- 
poimd.  Recently,  exj^erts  from  the  textOe 
industiy  have  evaluated  Genencor's  dye 
and  proclaimed  it  ecjuivalent  to  the 
chemically  produced  standard. 

Genencor  CEO  W.  Thomas  Mitchell 
says  the  company  is  committed  to  the 
enzyme  business  and  is  moving  to  find  a 
partner  to  produce  the  dye.  Likely  in- 
digo partners  still  seem  unconvinced, 
however.  A  spokesperson  for  basf,  for 
which  von  Baeyer  worked  and  which 
holds  40%  of  the  world's  indigo  market, 
says  the  gene-spliced  dye  is  too  weak, 
adding  that  the  process  "is  not  to  be 


toxic  bypr-oducts  of  their  processes  as 
envii'onmental  regulations  become  more 
stringent.  Old-timers  in  the  Buffalo  area 
remember  the  days  when  a  rainbow  of 
effluent  ft'om  the  dye  plant,  then  making 
hundreds  of  different  colors,  sometimes 
streamed  over  Niagara  Falls. 
ACID  SPILL.  Companies  have  tightened 
their  controls  substantially  since  then, 
though  in  January,  the  Buffalo  Sewer 
Authority  fined  Buffalo  Color  for  what 
company  officials  said  was  an  accidental 
discharge  of  sulfuric  acid  into  the  sewer 
system.  Even  basf  concedes  that  runoff 
fi'om  its  dye  process  is  a  concern  and 
says  the  company  has  been  trying  to 
create  gi-eener  methods. 

Another  factor  in  bio-indigo's  favor 
is  that  consumer  demand  is  shifting  to 
gi'eener  pi'oducts.  Organic  cotton  is  a 
growing  textile  category,  as  is  hemp. 
Oppenheimer  &  Co.  apparel  analyst 
Leslie  McCall  thinks  an  eco-friendly  ad 
campaign  for  jeans  based  on  gene- 
spliced  dye  could  be  a  hit.  "The  yoimger 
generation  is  really  sensitive  to  envi- 
ronmental issues,"  she  says. 

Controlling  that  spin  could  be  tricky, 
though.  Would  bio-jeans  represent 
progi'ess  to  consumers — or  conjure  eth- 
ically itchy  reminders  of 
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Bie  west 


1850s: 
Bavarian 
peddler 
Levi  Strauss 
invents 
what  will 
become  blue 
jeans,  using 
hemp  canvas 
intended  for 
wagons.  He  , 
eventually 
buys  all  of  his 
ligo-dyed  denim  from  a  New 
gland  mill  to  assure  uniform 


Strauss^  CP'S. 
OvQialls 


1897:  Adolf  von  Baeyer 
achieves  chemical 
synthesis  of  a  stable 
indigo  after  17  years 
of  work,  for  which  i 
he  later  wins  a  Nobel  / 
prize  in  chemistry.  / 

1980:  The  movie  / 
Urban  Cowboy 
revives  Americans'  / 
long-running  but  / 
dormant  love  affair  /  «ii 
with  blue  jeans,  / 
sparking  a  sharp  j^t 
increase  in  indigo 
prices. 


/  1989:  Genencor  buys 
I  Amgen's  process  for  using 
a  gene-spliced  enzyme  to 
produce  indigo  in  the 
laboratory. 


Genencor 
^     '  A  makes 

^  production 
■  J  volumes 
y  of  indigo  dye 
considered  by 
<         outside  analysts  to  be 

equivalent  in  quality  to 
commercial,  synthetic  indigo. 


^eption  to  his  inquii-ies.  At  the  same 
le,  he  was  increasingly  distracted  by 
3  huge  potential  of  epo,  Amgen's 
ickbuster  anemia  drug. 
That  was  one  reason  Amgen  sold  its 
;hnology.  Another  was  that  the  fei-vor 
■  biotech  versions  of  industrial  chemi- 
s  had  died  down.  It  looked  as  if  only 
irtups  that  won  patents  on  products 
:1  a  chance  to  break  into  major  chemi- 

mai'kets.  Rathmann  could  never  hope 
get  a  patent  on  ancient  indigo.  In  of- 
ing  just  process  improvements,  "you'd 

oveiwhebned  by  entrenched  competi- 
n,"  he  says. 


taken  seriously."  Craig  McKibben,  chau- 
man  and  ceo  of  Buffalo  Color's  parent, 
Lanesborough  Coi-p.,  passed  on  an  offer 
to  do  joint  research  and  development 
into  biosynthetic  indigo.  He  has  no 
qualms  about  the  technology  in  theory. 
"It's  really  just  a  cost  issue,"  he  says. 

Neither  the  industiy  nor  Genencor 
will  reveal  their  exact  costs,  though 
worldwide  prices  of  indigo  concentrate 
range  from  $8  to  $17  per  kilogram.  One 
issue,  however,  is  how  you  measure 
costs.  There  is  pressure  on  specialty- 
chemical  makers  to  flgm-e  in  the  costs  of 
storing,  disposing,  and  cleaning  up  the 


cor's  Mitchell  wouldn't  even  touch  the 
question  of  whether  end-users  of  bio- 
denim  would  or  should  promote  that  el- 
ement. Levi  Strauss  &  Co.,  the  world's 
largest  jeans  maker,  wouldn't  comment 
on  the  new  technology  or  its  prospects. 

Genencor  says  it  will  find  a  partner 
by  yearend — but  not  necessarily  an  es- 
tablished dye  maker.  So  if  Sanford's 
forecasts  of  improving  yields  hold,  it 
may  only  be  a  matter  of  time  before 
bio-dye  becomes  a  low-cost,  eco-friendly 
antidote  to  the  industry's  pollution  blues. 

By  Joan  O'C.  Hamilton 
in  San  Francisco 
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IWEETHEART,  GET  ME  REWIND  

3URNALISTS  MAY  NOT  NEED  TO  JUGGLE  NOTEBOOKS  AND 

ipe  recorders  much  longer.  Lisa  Stifelman,  a  30-year- 
Id  graduate  student  at  Massachusetts  Institute  of 
'echnology's  Media  Lab,  has  merged  the  two  in  a  dig- 
,al  audio  notebook.  This  device  ehminates  the  need  to 
lay  back  or  transcribe  long  interviews  or  lectures, 
bu  simply  take  notes  as  usual,  while  a  chip-based 
Bcorder  captures  the  sound.  When  you're  finished, 
ip  an  audio  sci'oll  bar  next  to  any  hard-to-read  por- 
on  of  your  notes  or  touch  a  particular  word,  and  the 
otebook  will  replay  its  recording  at  that  spot. 
Developed  with  support  from  at&t,  the  National 
cience  Foundation,  and  others,  the  notebook  coiisists  of  a  magazine-size  wooden  boaixl 
tted  with  a  speaker  and  microphone.  It  holds  a  pad  of  5'/Anch  by  9-inch  papei;  which 
es  above  a  grid  of  sensors  that  synchi'onize  the  writing  with  the  audio  taping.  Bar 
ades  on  the  papei-  tell  the  chip  what  page  you're  looking  at.  And  the  digital  pen  tells  it 
rhere  you  are  on  the  page.  Stifelman  figures  the  device  would  also  appeal  to  travelers 
'ho  want  to  preserve  sounds  in  their  journals,  along  with  theii-  thoughts.       Scott  Lafee 


HER  PICTURES 
LUNGS 
ID  BRAINS 

,  OR  MAGNETIC  RESONANCE 

,ging,  works  because  atoms 
1  like  a  child's  top.  If  you 
a  person  in  an  external 
gnetic  lield,  some  of  the 
ly's  spinning  hydrogen 
ms  will  hne  up — a  process 
ed  polaiTzation.  That's  the 
t  step  toward  making 
rp  pictures  of  the  body, 
iowever,  mri  has  limita- 
is.  Only  a  tiny  fraction  of 
hydrogen  atoms  in  the 
ly  can  be  polarized.  And 
:ans  such  as  the  lungs, 


which  contain  little  water — 
hence  Httle  hydrogen — can't 
be  imaged  in  this  fashion. 

Now,  an  improvement  in 
MRI  is  emerging  from  re- 
search on  so-called  noble  gas- 
es such  as  helium,  ai'gon,  and 
xenon.  Using  lasers,  a  Prince- 
ton University  team  led  by 
physicists  Will  Happer  and 
Gordon  Gates  was  able  to  po- 
larize virtually  all  of  the 
atoms  in  samples  of  two  such 
gases.  Working  with  col- 
leagues at  the  State  Univer- 
sity of  New  York  at  Stony 
Brook  and  Duke  University, 
they  showed  that  standard 
MRI  produces  much  sharper 
pictures  of  mouse  lungs  when 


the  animals  have  inhaled  po- 
larized helium  or  xenon.  And 
because  xenon  is  soluble  in 
blood,  the  technology  should 
be  applicable  to  other  hard- 
to-image  parts  of  the  body, 
including  the  brain. 

Ii-onically,  Happer  didn't  set 
out  to  improve  medical  imag- 
ing but  to  probe  basic  science. 
The  U.S.  Air  Force  funded 
him  in  hopes  of  building  a  bet- 
ter gyi'oscope.  Tliat  never  ma- 
terialized, but  MRI  is  on  a  fast 
track.  The  research  team  has 
launched  a  company  called 
Magnetic  Imaging  Technolo- 
gies Inc.  in  Research  Ti-ian- 
gle  Park,  N.  G.,  to  commer- 
cialize their  ideas.  John  Carey 


INNOVATIONS 


Numerous  studies  have 
ced  oxygen-bearing  mol- 
les  known  as  fi-ee  radicals 
h  cancer.  Now,  Johns  Hop- 
s  University  scientists 
'e  shed  new  hght  on  the 
chanism.  A  report  in  the 
gazine  Science  suggests 
t  cancer  cells  produce 
^e  amounts  of  a  free  radi- 
called  "superoxide,"  which 
-um  promotes  moi-e  cancer 
iwth.  In  experiments,  the 
[)kins  team  found  that  the 
ulting  runaway  cell  di- 


vision was 
slowed 
by  chem- 
ical anti- 
oxidants 
— a  cate- 
gory that 
includes  vi- 
tamin G  and 
vitamin  E. 
^  Pumping  ii-on  can 
be  good  for  a  man's 
bones,  muscle  tone,  and 
self-confidence.  But  if  he 
doesn't  eat  a  balanced  diet — 
including  fats — it  could  ice  his 
love  life.  Writing  in  the  Jour- 


nal   of  Applied 
Physiology,  Penn- 
sylvania State 
University  re- 
searcher Jeff 
Volek  notes  that 
the  tyijical  high- 
carb,  low-fat 
diet    that  is 
preferred  by 
weight  lifters 
can  suppress 
testosterone  le- 
vels. And  accord- 
ing to  Volek,  intense  physical 
exercise  only  aggravates  the 
effect. 


SHEDDING  LIGHT 
ON  DRUGS 

BIG  SCIENCE  CAN  BEAR 

unexpected  fi'uit.  In  the 
early  1980s,  physicist 
John  G.  Rushbrooke  was 
looking  for  the  top  quark 
at  the  European  Organi- 
zation for  Nuclear  Re- 
search (CERN)  outside 
Geneva.  There  he  became 
interested  in  the  hght- 
channeling  properties  of 
dense  bundles  of  optical 
fibers.  That  led  him  to 
create  a  different  kind  of 
imaging  device  that  needs 
no  lens.  Now  it's  poised 
to  give  a  boost  to  combi- 
natorial chemistiy,  a  way 
to  make  and  screen  thou- 
sands of  drags  fast. 

Here's  how  it  works: 
Scientists  mix  minuscule 
amounts  of  computer-de- 
signed drug  candidates 
with  fluorescent  dyes  and 
place  them  in  rows  of 
tiny  "dimples"  on  a  plas- 
tic tray  the  size  of  a  file 
card.  The  drugs  are  then 
combined  with  biological 
targets — for  example, 
viruses  or  bacteria,  and 
the  trays  are  placed  on  a 
box  containing  fiber  bun- 
dles. If  a  drug  attacks  the 
bugs,  the  dye  gives  off  a 
faint  glow,  which  the  opti- 
cal fibers  can  pick  up. 

Rushbrooke  says  re- 
searchers can  now  screen 
a  thousand  compounds 
per  minute — a  hundred- 
fold increase  in  speed 
compared  with  other 
methods.  His  company, 
Gambridge  Imaging  in 
Gambridge,  England,  has 
hcensed  the  technology  to 
Packard  Instioiment  Go., 
a  Meriden  (Gonn.)  instna- 
ment  maker  that  will  pro- 
vide prototyjjes  to  Bris- 
tol-Meyers Squibb,  Glaxo, 
Merck,  and  other  drug- 
outfits.       Susan  Jackson 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwmar@businessweek.com 
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INVESTIGATIONS 


HOT  EXACTLY  GANGBUSTERSg 
ON  WALL  STREET 

The  NASD  forms  a  task  force  to  root  out  the  Mob-but  more  spine  is  needed 


It  was  supposed  to  have  been  a  rou- 
tine speech.  But  when  Mary  L. 
Schapiro,  chief  regulator  at  the  Na- 
tional Association  of  Secmities  Deal- 
ers, addressed  a  meeting  of  New  York 
securities  analysts  on  "Market  Tr-ends 
and  Regulatory  Responses"  on  Mar.  17, 
she  dropped  a  bombshell.  Schapiro  an- 
nounced the  foiTnation  of  a  task  force 
aimed  at  attacking  Mob  infiltration  of 
brokerages.  A  day  later,  a  longtirne 
securities  industry  watchdog.  Repre- 
sentative John  D.  Dingell  (D-Mich.),  re- 
leased a  letter  from  Scha- 
piro saying  that  the  nasd 
has  "significant  ongoing  in- 
vestigations" into  all  but  one 
of  the  brokerages — and 
"many"  of  the  companies" — 
mentioned  by  business 
WEEK  in  its  cover  story, 
"The  Mob  on  Wall  Street" 
(Dec.  16). 

It  seemed  like  an  im- 
portant, even  historic,  de- 
velopment. For  the  first 
time,  the  NASD,  which 
oversees  small-cap  bro- 
kerages nationwide, 
seemed  ready  to  take  on 
the  Mob  presence  in  the 
market  for  microcap 
stocks.  "The  influence  of 
organized  crime  in  our 
markets  is  an  issue  that 
must  be  aggressively  ad- 
dressed," Schapiro  told 
Dingell.  As  well  as  focus- 
ing     on  brokerages. 


Schapiro  said,  the  task  force  will  exam- 
ine a  crucial  but  even  thornier  topic: 
"the  finances  and  operating  activities"  of 
stock  issuers,  business  week  found  that 
the  Mob  had  exploited  the  initial  pubhc 
offei'ings  of  small  companies. 

But  a  number  of  questions  remain 
unanswered.  For  one  thing,  where  is 
the  Secm-ities  &  Exchange  Commission? 
In  a  letter  to  Dingell  on  Feb.  25,  sec 
Chairman  Aithur  Levitt  Jr.  called  the 
reports  of  Mob  involvement  cited  by 
business  week  "disturbing" — and  of- 
fered to  discuss  the  mat- 
ter privately.  But  in  testi- 
mony before  Congi'ess  on 
Mar.  19,  Levitt  said  that 
organized  crime's  influence 
was  restricted  to  a  small 
number  of  fu-ms  and  said 


Iky  c 
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the  Mob  was  "not  as  pervasive  [on  t: 
Street]  as  may  have  been  suggested. 

That  view  is  shared  by  nasd  officia 
In  her  Mar.  17  speech  and  another  a 
dress  the  following  day,  Schapiro  dow 
played  the  Mob's  significance  on  tW*'" 
Street,  calling  it  "disturbing"  but  al 
"extremely  Umited."  Indeed,  nasd  of 
cials  have  said  privately  that  there  fc^"' 
not  much  of  a  problem  for  a  task  force 
address.  Two  liigh  nasd  officials,  inte 
viewed  by  business  v/eek  for  the  D 
cember  article,  said  they  were  not  awa 
of  any  Mob  presence  on  Wall  Street 
NO  NEW  TROOPS.  Another  NASD  officij 
who  asked  that  his  name  not  be  useff®"' 
cast  even  more  cold  water  on  the  vie 
that  the  nasd  is  getting  into  the  ganj 
busting  business.  No  new  personnel  w  ^*SD 
be  hired  for  the  task  force,  he  note' 
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He's  Alan  Longo,  an  alleged 
member  of  the  Genovese  crime 
family  in  New  York  and  a  "sell- 
ing shareholder"  in  Mayfair 
Homes  and  American  Fuel  .j 


Mayfair  Homes 
included  Longo 


Class  BWtjrautt  Holders 
AianLon^ 

^t.\.Ktia\  .,J»Jt«»~  ^ 

MaiTTval  &  Associates,  SA 


Umbiquity  HokBi^  SA 


MAYFAIR  HOMES  CORP. 

In  its  registration  filing, 
listed  shareholders  who 
and  Romilda  Abramo,  wife  of  Philip 
Abramo,  an  alleged  capo  in  New  Jer 
sey's  DeCavalcante  crime  family. 
Sources  say  Abramo  controls  broker- 
ages specializing  in  small-cap  stocks 
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AMERICAN  FUEL  CORP. 

Longo's  name  also  shows  up  on  Ameri- 
can Fuel's  filing,  along  with  those  of 
Umbiquity  Holdings,  which  Philip 
Abramo  allegedly  controls,  and  Maraval 
&  Associates,  which  was  involved  in 
an  Abramo-dominated  IPO 
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id  he  said  it  would  merely  "formalize 
lat  we  have  already  been  doing."  Still, 
e  veteran  Mob  investigator,  now  in 
e  private  sector,  feels  that  the  nasd 
d  SEC  may  have  no  choice  but  to  act 
the  Mob's  Street  connection  because 
endangers  public  confidence  in  the  se- 
rities  markets.  "The  fbi  is  commit- 
d,  and  the  Manhattan  District  Attor- 
:y's  Office  has  an  open  case.  The 
lestion  is,"  he  adds,  "are  they  [the 
lSD]  serious?" 
If  the  nasd's  commit- 
snt  is  questionable, 
is  much  is  clear:  The 
ob  is  committed.  And 
the  NASD  and  sec  offi- 
ils  want  to  see  just 
w  much  it  is  commit- 
d,  they  need  look  no 
rther  than  their  own 
es.  They  can  look  at 
cuments  filed  in  con- 
ction  with  two  iPOs 
at  never  quite  got  off 
e  ground — for  Mayfair 
Dmes  Corp.,  a  Georgia- 
sed  maker  of  mobile 
mes  that  is  still  try- 
g  to  go  public,  and 
Tierican  Fuel  Corp.,  a 
lall  New  York  compa- 
'  in  the  coal  mining 
isiness  whose  IPO  was 
thdraviTi.  Registration  statements  for 
ith  IPOs  were  reviewed  by  the  sec 
id  NASDAQ  at  the  time  they  were 
5d — and  there  was  something  that  the 
encies  evidently  did  not  notice. 
The  filings  by  these  companies  have 
intriguing  element  in  common:  a  "sell- 
y  shareholdei*"  by  the  name  of  Alan  J. 
)ngo.  The  46-year-old  Staten  Island 
\.  Y.)  resident  has  been  described  by 
A'  enforcement  officials  in  court  docu- 
ents  as  a  "soldier"  in  the  Genovese 
ime  family.  Both  companies  identify 
him  as  a  major  owner  of  stock  wai"- 
rants  who  would  cash  out  big  once 
the  companies  go  public  and  share 
prices  climb  nicely — as  they  usu- 
ally do,  at  least  for  a  while,  in 
Mob-influenced  offerings.  American 
Fuel's  chief  executive,  Robert  Bar- 
ra,  says  he  doesn't  know  Longo 
and  has  no  knowledge  of  any  Mob 
involvement  with  the  IPO.  Calls  to 
Mayfair  execs  were  not  returned. 
In  the  filing  for  Mayfair,  ap- 
(aring  on  the  list  right  beneath  Longo 
yet  another  eminent  family  name  in 
all  Street  Mob  circles.  It  is  Romilda 
bramo,  wife  of  Philip  C.  Abramo,  who 
IS  been  described  in  an  fbi  court  affi- 
ivit  as  a  capo  in  the  DeCavalcante 
ime  family.  Street  sources  describe 
m  as  the  leading  Mob  power  on  the 
;reet,  owning  or  controlling  brokerage 
mses  that  specialize  in  small  stocks. 


(Neither  Longo  nor  Romilda  Abramo 
could  be  reached  for  comment.)  Phil 
Abramo  is  also  alleged  by  Street 
sources  to  control  Bahamian  companies 
that  were  involved  in  the  financing  of 
another  recent  IPO,  for  sc&T  Interna- 
tional Inc.  (BW— Mar.  24).  sc&T  officials 
have  denied  knowledge  of  Mob  involve- 
ment in  the  financing  of  their  company. 
Two  of  those  Bahamian  companies, 
Umbiquity  Holdings  and  Maraval  &  As- 


sociates, are  listed  as  selling  sharehold- 
ers in  the  American  Fuel  deal. 

The  Abramo  connection  does  not  end 
there.  The  lead  undei-wiiter  of  both  com- 
panies is  R.  T.  G.  Richai'ds  &  Co.,  a  Gar- 
den City  (N.  Y.)  brokerage.  According 
to  sources  who  are  familiar  with  the  ac- 
tivities on  the  Street  of  Abramo — -now 
serving  a  one-year  prison  term  for  tax 
evasion — the  alleged  Mob  capo  controls 
Richards  through  confederates.  Officials 
of  Richards,  which  changed  its  name  to 
Matrix  Securities  on  Mar.  1,  did  not  re- 
turn phone  calls.  A  man  named  Michael 
DeMayo  who  responded  to  a  reporter's 
call  to  Matrix,  said  that  he  would  relay  a 
message  to  the  president  of  the  compa- 
ny, but  added  that  he  did  not  believe 
that  gent  would  wish  to  discuss  the  two 
IPOS.  DeMayo,  also  listed  as  a  selling 
shareholder  in  the  American  Fuel  deal, 
declined  comment  on  the  IPO  and  said  he 
had  no  connection  with  Matrix. 

Aside  from  Longo  and  Abramo,  there 
are  other  familiar  names  in  the  May- 
fair  and  American  Fuel  offering  docu- 
ments— hundreds  of  pages  that  were 
combed  by  sec  and  nasdaq  officials. 
Co-manager  of  the  American  Fuel  deal 
was  Sovereign  Equity  Management 
Corp.,  which  has  also  been  described 
by  Street  sources  as  an  Abramo-con- 
trolled  firnn.  Sovereign  officials  have  de- 
nied Abramo's  involvement.  And  then 
there  are  the  other  investors  in  the 


American  Fuel  deal — six  pages  of  them, 
more  than  200  names.  One  of  them  is 
Robert  Catoggio,  a  veteran  of  the  penny 
stock  business.  According  to  attorneys 
for  the  trustee  of  the  banknapt  Adler 
Coleman  clearing  fii'm,  Catoggio  was  a 
partner  with  Roy  Ageloff  in  controUing 
the  now  defunct  Hanover,  Sterling  & 
Co.  penny  stock  house.  Street  sources 
have  maintained  that  Ageloff  is  an  as- 
sociate of  Longo  and  Alphonse  "Allie 
Shades"  Malangone. 
Malangone  has  been  de- 
scribed in  court  docu- 
ments as  a  capo  in  the 
Genovese  crime  family. 
Malangone,  Catoggio, 
and  Ageloff  were  un- 
reachable for  comment. 

Also  included  in  the 
American  Fuel  filing  is  a 
slew  of  names  that  are 
little  known  to  the  pub- 
lic, but  have  achieved  a 
distinction  all  their  own 
in  some  circles.  There  is 
a  Wall  Street-Mob  goon 
here,  a  cocaine  dealer 
there,  a  Long  Island 
loan  shark — all  on  a 
lengthy  list  of  names 
that  includes,  no  doubt, 
many  nice  people. 
If  the  regulators  de- 
cide to  peruse  these  documents — 
again — they  won't  have  to  dig  too  deep 
into  their  file  cabinets.  The  American 
Fuel  registration  statement  was  filed 
last  October.  The  Mayfair  Homes  filing, 
with  Longo  and  Romilda  Abramo  ap- 
pearing prominently  on  page  31,  went  to 
the  SEC  on  Jan.  23 — nearly  two  months 
after  Longo  was  mentioned  in  business 

WEEK. 

EMERGENCY  LOANS.  So  far,  of  course, 
the  Mayfair  and  American  Fuel  deals 
have  not  generated  any  revenues  for 
Longo.  He  is  described  as  a  heavy  gam- 
bler who,  according  to  a  reference  in 
one  recent  court  decision,  once  had  to 
boiTow  fi'om  loan  sharks  to  pay  off  oth- 
er loan  sharks.  But  the  Mob's  Wall 
Street  deals  are  no  gamble.  They  are  a 
sure  thing — particularly  when  the  reg- 
ulators are  nowhere  to  be  seen. 

A  couple  of  weeks  ago,  Longo,  Malan- 
gone, and  other  reputed  Genovese  mob- 
sters were  seen  paying  theu'  respects  at 
the  funeral  of  a  Genovese  mobster 
named  Peter  Romano,  who  was  believed 
by  law  enforcement  to  be  a  secret  pow- 
er in  the  Fulton  Fish  Market.  It  was  a 
sad  event.  But  the  Mob  has  no  reason 
to  shed  a  tear.  The  only  powers  that 
can  truly  organize  their  funeral — on 
Wall  Street,  at  least — are  starting  to 
make  noise.  But  so  far,  at  least,  they 
haven't  done  a  thing. 

By  Gai-y  Weiss  in  Neiv  York 
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COMMENTARY 


By  Greg  Burns 


BUFFEH  SOUNDS  BEARISH-BUT  HIS  PORTFOLIO  IS  BULLISH 


If  jawboning  about  "irrational  exu- 
berance" can't  sink  the  market, 
the  Oracle  of  Omaha  doesn't 
stand  a  chance.  Sure,  just  like  Fed- 
eral Reserve  Chairman  Alan 
Greenspan,  billionaire  Warren  E. 
Buffett  is  preaching  caution:  The 
stock  market  is  "overheated,"  and 
the  risk  of  overpaying  is  "quite 
high."  Even  top  companies  are  prob 
ably  overvalued,  Buffett 
vi^arns  in  the  1996  annual 
report  of  his  holding  compa- 
ny, Berkshire  Hathaway  Inc. 

Just  one  problem:  Buffett 
shows  no  signs  of  heeding  his 
own  counsel.  If  the  market  is 
so  precarious,  why  not  throw 
tax  consequences  to  the  wind 
and  sell  some  of  Berkshire's 
$28  billion  stock  portfoho  to 
lock  in  its  steep  gains?  In- 
stead, Buffett  has  been  a  buy 
er.  Last  December,  Berkshire 
paid  .$1.5  billion  in  cash  and 
stock  for  publicly  traded 
FlightSafety  Intemational 


In  1992,  Buffett 
predicted  that 
the  market  would  perform 
poorly  for  the  rest  of  the  decade 


folio  managers  typically  expand  their 
cash  holdings  when  they  mn  out  of 
opportunities,  Buffett  held  half  as 
much  cash  at  yearend  '96  than  he  did 
the  year  before.  That's  consistent 
with  some  of  his  past  statements 
about  putting  money  to  work:  At  the 
1994  annual  meeting,  he  told  share- 
holders he  considers  a  gi-owing  cash 
position  "an  index  of  failure."  His 


MOVING  UP  AGAIN? 


Inc.  And  over  the  previous  five  quar- 
ters, he  tripled  his  holdings  in  Mc- 
Donald's Corp. — a  stock  so  clearly  a 
barometer  of  market  sentiment  that 
it's  one  of  the  30  stocks  making  up 
the  Dow  Jones  industrial  average.  As 
of  yearend,  he  owned  4.3%  of  Mc- 
Donald's, worth  about  $1.3  billion. 
JUICIER  BURGER.  Indeed,  in  just  the 
past  few  weeks,  Buffett  has  had  a 
tempting  opportunity  to  up  his  stake 
in  McDonald's.  On  Mar.  3,  three  days 
after  Buffett  signed  his  letter  com- 
plaining about  high  stock  prices,  Mc- 
Donald's sank  to  42!^,  its  lowest  price 
since  last  summer.  But  by  Mar  19, 
investors  taking  note  of  Buffett's  ex- 
panded interest  in  hamburgers  had 
driven  the  stock  up  to  47/^. 

Buffett's  current  position  is  more 
offensive  than  defensive.  While  port- 


bond  holdings  have 
soared,  but  that's 
mainly  because  Berk- 
shire acquired  a 
fixed-income  portfoho 
with  the  Jan.  2,  1996, 
acquisition  of  the 
49%  of  insurer  geico 
Corp.  that  it  didn't 
already  own. 

Buffett-watchers  expect  him  to 
shift  much  of  that  bond  holding  into 
equities.  But  even  vdth  the  recent 
downdraft  in  the  tech  sector,  don't 
expect  Buffett  to  nibble  at  tech 
stocks.  For  years,  he  has  advised 
against  investing  in  a  sector  that  he 
considers  too  risky.  He  is,  hov>^ever, 
on  the  lookout  for  a  friendly  acquisi- 
tion of  up  to  .$.5  bilhon. 

In  truth,  when  it  comes  to  market 
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forecasting,  Buffett  should  be  taken 
with  a  ton  of  salt.  Keep  in  mind,  he  ) 
has  made  no  secret  of  his  disdain  for  [ 
market  timers.  He  has  told  investors 
in  the  past  that  he  never  has  an 
opinion  on  the  market  at  large.  And 
the  last  time  he  took  a  flier,  he  got  it 
wrong,  predicting  in  1992  that  the 
market  would  perform  poorly  for  the 
rest  of  the  decade.  In  spite  of  his 
downbeat  statement,  by  the 
way,  he  stayed  heavily  invest- 
ed in  stocks  then,  as  now. 
Perhaps  Buffett  is  merely 
voicing  the  sentiment  of  many 
value-oriented  investors  who 
wish  for  a  downturn  so  they 
can  buy  at  distressed  prices. 
LUKEWARM.  For  Berkshire  m- 
vestors,  a  natural  question 
arises:  Are  the  company's 
shares  among  those  Buffett 
considers  too  piicey?  Certain- 
ly, Berkshire  stock  seems  far 
from  overheated.  In  the  past 
12  months,  while  the  broader 
market  soai-ed  more  than 
20%,  Berkshire  stock  is  not 
much  higher  than  where  it 
was  early  last  year  (chart). 
Part  of  the  reason  for  its  un- 
derperformance  was  a  strong 
gain  in  1995,  followed 
by  Buffett's  warning 
in  last  year's  letter 
to  shareholders  that 
the  stock  had  gotten 
so  far  ahead  of  itself 
he  wouldn't  buy  it. 

What  about  this 
yeai'?  Since  much  of 
the  company's  value 
stems  from  stakes  in 
such  highfliers  as 
Coca-Cola  Co.  and 
Gillette  Co.,  a  toppy 
market  would  seem 
to  put  Berkshire  at  risk.  Yet  in  his 
latest  epistle,  Buffett  sings  a  happier 
tune,  saying  the  stock  lagged  behind 
its  underlying  businesses  in  '96,  and 
its  valuation  is  "more  appropriate" 
than  in  1995.  Could  be  that  Berk- 
shire's a  buy,  and  the  market  is,  too — 
in  spite  of  Buffett's  protestations. 


Burns  covers  financial  markets 
from  Chicago. 
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i  HIDDEN  BOMB 

N  THE  STOCK  MARKET? 

sell-off  by  overinvested  pension  funds  may  be  looming 


Hany  on  Wall  Street  are  obsessed 
with  the  idea  that  in  a  market  de- 
cline, unsophisticated  mutual-fund 
vestors  will  panic,  redeem  their  funds 
1  masse,  and  turn  a  correction  into  a 
tastrophe.  What  the  Cassandras  seem 
miss  is  the  potentially  destructive 
ihavior  by  the  sophisticated  investors 
ho  nan  the  nearly  $5  trillion  in  pri- 
ite-  and  pubhc-sector  pension  plans. 
Federal  Reserve  statistics  indicate — 
id  many  pension-fund  consultants 
^ee — that  pension  plans  are  top-heavy 
equities.  This  suggests  that  many  of 
le  executives  and  trustees  who  run 
lese  defined-benefit  pension  plans 
ight  dump  stocks  in  a  hurry  if  the 
arket  takes  an  abi-upt  tiuTi  southward. 
<ITTISH.  Most  large  plans,  either  by 
)licy  or  by  statute,  in  the  case  of  state 
id  local  goveiTiment  funds,  impose  Um- 
5  on  the  portion  of  assets  that  can  be 
vested  in  stocks.  That  allocation  usu- 
ly  falls  somewhere  in  the  60%  to  65% 
mge.  The  latest  available  Fed  data 
low  that  the  pension  funds  reached 
le  63%  point  at  yeai-end  and  the  stock 
arket  is  up  another  6%  since  (chart). 
»Iost  funds  are  at  least  five  percentage 


points  over  their  equity  allocation  tar- 
gets," says  Tom  Pipich,  a  principal  at 
Buck  Consultants  Inc.  who  advises  pen- 
sion plans  on  investment  policy. 

Those  overextended  equity  allocations 
could  become  a  huge  short-tenn  liability. 
"Fm  worried  about  the  pension  execu- 
tive who  wakes  up  after  a  few  bad  days 
in  the  stock  market  and  realizes  he  has 
too  much  in  stocks,"  says  Roger  M. 
Kubarych,  chief  investment  officer  at 
Kaufman  &  Kubaiych  Advisors  llc  in 
New  York.  "To  protect  his  job,  he  has  to 
take  a  lot  of  stock  off 
the  table  in  a  hurry." 
Such  wholesale  dump- 
ing could  create  a  vi- 
cious cycle  in  which  a 
wave  of  selling  drags 
down  prices  so  much 
that  even  investors  who 
had  planned  to  sit  tight 
might  start  unloading 
as  well. 

Largely  ignoi-ed  by 
market  forecasters, 
these  big  investors 
could  have  an  impact 
on  a  market  that  is  be- 
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coming  increasingly  skittish.  Long-term 
interest  rates  are  once  again  nearly  7%, 
and  many  fear  the  Fed  will  hike  short- 
term  rates  at  its  Mar.  25  meeting.  On 
top  of  that,  the  end  of  the  quarter  is 
near,  and  investors  need  another  strong 
earnings  reporting  season  to  overcome 
the  drag  of  higher  rates.  Any  hint  of 
bad  news  on  profits  is  bound  to  unnei"ve 
investors,  large  and  small. 

Even  in  a  raging  bull  market,  de- 
flned-benefit  plans  are  not  supposed  to 
buy  every  stock  in  sight.  They're  sup- 
posed to  stay  within  their  targets.  If 
market  appreciation  pushes  up  the  per- 
centage of  the  plan  that's  in  equities, 
the  plan's  managers  are  supposed  to 
sell  the  excess  and  shift  the  money  to 
an  asset  class  in  which  the  fund  is  below 
its  allocation,  such  as  bonds.  That  way, 
the  fund  is  always  taking  profits  in  a 
fully  priced  asset  and  reinvesting  in  a 
cheaper  one.  The  purpose  of  a  defimed- 
benefit  fund  is  not  to  make  the  most 
money  it  can  but  to  make  sure  that  it 
earns  enough  to  meet  present  and  fu- 
ture obligations. 

But  in  the  last  year  or  so,  many  pen- 
sion overseers  have  not  been  that  dili- 
gent about  taking  their  profits.  "Pen- 
sion boards  don't  always  stick  to  the 
discipline,"  says  Ronald  D.  Peyton,  pres- 
ident of  Callan  Associates  Inc.,  a  pen- 
sion-fund consultant.  "It's  hard  to  get 
them  to  sell  an  asset  that's  performing 
well  and  buy  something  that  isn't."  A 
little  excess  equity  does  not  necessarily 
touch  off  alarms,  since  most  funds' 
guidelines  allow  an  allocation  to  fluctuate 
within  a  few  percentage  points  of  a  tar- 
get. But  now  that  the  stock  market  is 
running  into  strong  headwinds,  pension 
managers  may  decide  to  get  back  in 
line.  "This  is  the  time  of  year  when 
fiduciary  committees  sit  down  for  an 
annual  review,"  says  Pipich. 

One  reason  pension-fimd  officials  may 
have  been  slow  to  sell  stocks  is  that 
they  don't  find  bonds  an  attractive  al- 
ternative. Consider  the  $85  billion  New 
York  Common  Retirement  Fund,  one 
of  the  largest  such  funds  in  the  nation. 
It  has  48%  of  its  assets  in  U.  S.  equi- 
ties, mainly  index 
fLmds — about  three  per- 
centage points  higher 
than  its  target.  Fund 
managers  want  to  get 
that  back  to  45%.,  but 
they  want  the  proceeds 
of  those  sales  to  go  into 
foreign  stocks  and  oth- 
er nontradilional  in- 
vestments. To  do  that, 
they  have  aslved  for  en- 
abhng  legi  iation. 

Some  i)ension-fund 
executives  contacted  by 
BUSINESS    WEEK  say 
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they  are  within  their  equity  Umits.  "We 
expected  a  downturn  some  time  ago 
and  positioned  ourselves  to  be  lighter  in 
stocks,"  says  James  Francis,  cliief  econ- 
omist for  the  Florida  State  Board  of 
Administration,  which  nans  the  state's 
$61.7  billion  pension  fund.  Robert  J. 
Scott,  executive  director  of  the  $20  bil- 
lion Colorado  Public  Employee  Retire- 
ment Assn.,  say  his  fund  is  staying  put. 
"We're  not  going  to  run  for  the  door." 
says  Scott.  "We're  looking  at  the  market 
over  the  long  tenri."  The  Colorado  fund, 
which  has  a  65%  statutory  limit  on  eq- 
uity holdings,  is  now  at  63.5%. 

Some  private  pension  funds  have 


even  higher  allocations  to  equities.  The 
$33.7  billion  General  Electric  Co.  pen- 
sion plan,  for  instance,  has  about  70%  of 
its  assets  in  equities,  which  is  permis- 
sible under  its  guidelines.  Half  of  the 
total  assets  are  in  U.  S.  stocks  and  the 
remaining  equities  are  international 
stocks  and  "private  equity"  investments 
such  as  venture  capital  and  merchant 
banking.  The  fund  is  not  interested  in 
adding  to  its  U.  S.  stock  portfolio.  "We 
would  probably  put  more  into  the 
emerging  markets  and  other  interna- 
tional equities,"  says  John  H.  Myers, 
president  of  ge  Investments.  Eric  T. 
Miller,  chief  investment  officer  at  Don- 


aldson, Lufkin  &  Jenrette  Securitip5f!!f^ 
Corp.,  says  the  ge  fund's  investme: 
preferences  are  fairly  typical.  "We'; 
also  hearing  a  lot  more  about  real  e 
tate  these  days,"  says  Miller,  "ai 
there's  certainly  no  trouble  raising  mo 
ey  for  private  equity  deals." 

The  funds  don't  have  to  dump  stoc: 
en  masse  to  cause  trouble.  These  fum 
are  so  huge  that  unloading  just  1% 
their  equities  could  generate  more  ths 


$30  biUion  in  sales.  In  a  dechning  ma  is  its 
ket,  that  sell  order  would  be  a  touiriienir 
one  to  fill. 

By  Jeffrey  M.  Laderman  in 
York,  with  bureau  reports 
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WALL  STREET'S  200-YEAR-OLD  RIP-OFF 


Would  you  buy  a  car  from  a 
dealer  who  set  his  prices  in 
$500  increments — knowing 
how  much  harder  that  would  make  it 
to  haggle  him  down?  Or  would  you 
shop  at  a  grocer  who  rounds  his 
prices  up  to  the  next  quarter? 

Ridiculous?  Yes,  but  investors  are 
subjected  to  just  such  practices 
every  time  they  buy  or  sell  stocks. 
That's  because  market  makers  are 
prohibited  from  trading  stocks  in  less 
than  one-eighth  intervals:  If  a  stock 
trades  at  10,  traders  are  guaranteed 
at  least  a  %  point  (or  12.5(2)  profit 
when  they  sell  to  new  investors — 
even  if  true  demand  would  justify  a 
smaller  spread.  While  technology  has 
changed  the  financial  system  in  many 
ways,  the  custom  of  trading  stocks  in 
one-eighth  increments  is  a  not-so- 
quaint  remnant  of  the  1700s,  when 
the  Spanish  peseta — or  "piece  of 
eight" — was  the  accepted  internation- 
al currency.  The  current  system  is  "a 
relic  of  the  days  of  knee  britches  and 
powdered  wigs . . .  that  prevents  mar- 
ket forces  fi'om  working,"  giipes 
Representative  Edward  J.  Markey 
(D-Mass.).  That's  why  Markey  and 
fellow  House  member  Michael  G.  Ox- 
ley  (R-Ohio)  have  introduced  a  bill 
requiring  decimal  pricing. 
SPREAD  PINCH.  It's  high  time  for 
Congress  to  act  on  Markey  and  Ox- 
ley's  bill  and  force  the  nation's  ex- 
changes to  price  stocks  hke  all  other 
goods  and  services — in  dollars  and 
cents.  The  payoff  would  be  enor- 
mous: Securities  &  Exchange  Com- 
mission member  Steven  M.  H.  Wall- 


ty.  Many  trading  experts  believe 
widely  held  nasdaq  stocks  such  as 
Microsoft  Corp.  and  Intel  Corp. 
would  suddenly  trade  at  spreads  of 
about  a  nickel — a  savings  of  $7.50  for 
eveiy  100  shares  bought  or  sold. 

Predictably,  market  makers  argue 
that  a  seismic  shift  would  eat  into 
profits,  rendering  them  unable  to  fill 
larger  orders  and  leaving  markets 
less  hquid  and  more  volatile.  "I  have 
great  concern  about  stocks  trading  at 
17  to  17-and-a-penny,"  says  E.  E. 
"Buzzy"  Geduld,  president  of  Herzog, 
Heine  &  Geduld  Inc.  "This  could 
cause  the  marketplace  to  dry  up." 

Geduld's  warnings  aside,  the  ram- 
pant Wall  Street  practice  of  "pay- 
ment for  order  flow" — in  which  deal- 
ers pay  stockbrokers  a  kickback  of  a 
few  pennies  for  every  share  routed 
theii'  way — is  a  tacit  admission  that 


Pricing  stocks  in  decimals  might  save 
investors  more  than  $5  billion  a  year 


man  estimates  the  shift  would  result 
in  $5  billion  or  more  in  savings  for 
investors  at  the  expense  of  market 
makers. 

U.  S.  investors  need  only  look 
northward  to  see  the  benefits  of  deci- 
mal pricing.  In  the  11  months  since 
the  Toronto  Stock  Exchange  made 
the  switch,  spreads  have  been  cut  by 
21%,  to  an  average  of  20.5?,  for  most 
stocks  trading  above  $5,  according  to 
a  study  by  Jeffr-ey  M.  Bacidore,  a 
visiting  lecturer  at  Indiana  Universi- 


the  current  spreads  are  plenty  wide. 

Shifting  to  dollars-and-cents  pric- 
ing could  lead  to  a  dealer  shakeout. 
But  that's  a  small  price  to  pay  for 
lower  investor  costs.  And  it  might 
force  the  sui'vivors  to  shift  toward 
automated  execution  systems.  What- 
ever the  case,  it's  time  for  the  stock 
market,  the  bastion  of  capitalism,  to 
be  governed  by  market  forces. 

Foust  follows  the  stock  market 
from.  Washington. 
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Y  GENE  G.  IVIARCIAL 

N  A  BUYER'S 
:-RAY  VISION? 

Iow  high  is  high?  In  the  case  of  oec 
Medical  Systems  (OXE),  some  stake- 
)lders  think  the  stock  has  yet  to 
!ach  its  full  potential — although  it 
IS  risen  fi'om  6  a  share  in  early  1995 
i  more  than  16  on  Mar.  18.  They  ar- 
le  that  OEC  is  undervalued,  consid- 
•ing  the  company's  premier  position 
its  field. 

One  major  investor  thinks  oec  has 
)ecome  too  attractive  and  cheaply 
'iced  to  remain  independent  for 

MEDICAL  IMAGING  IS  HOT 


OEC  MEDICAL 
STOCK  PRICE 
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EARNINGS 
PER  SHARE 

1998  Est 

$1.09 

1997  Est 

880 

1996 

750 

1995 

580 
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ng."  Management  is  beUeved  to  have 
jected  as  too  low  a  15-a-share  offer 
hen  the  stock  was  trading  at  around 

Before  long,  he  says,  another  offer 
ill  come  along  from  a  major  med- 
al-device maker.  In  a  buyout,  he  fig- 
'es  the  stock  is  worth  30  a  share, 
cc  posted  record  operating  results 

the  fourth  quarter  last  year  and 
r  all  of  1996. 

OEC  makes  computer-based  medical 
struments,  primarily  X-ray  imaging 
'Stems.  In  greatest  demand  is  the  Se- 
es 9600  cardiac  fluoroscopic  mobile 
lager,  used  to  guide  the  placement 
'  catheters  and  to  perfoiTn  coronary 
igiogi'aphy — to  confirm  procediu'al  re- 
ilts  while  a  patient  is  still  in  the  op- 
■ating  room. 

The  recent  surge  in  minimally  inva- 
ve  cardiac  surgery  has  created  a  huge 
jmand  for  mobOe  X-i-ay  systems,  "oec 
ill  be  a  primaiy  beneficiaiy — with  the 
TO  exclusive  agi-eements  it  has  just 
gned  with  CardioThoracic  Systems 
id  Heartport,"  says  Fred  Toney,  an 
lalyst  at  Pacific  Growth  Equities,  a 
m  Francisco  investment  fii-m. 

CardioThoracic  and  Heartport  are 


the  leaders  in  such  techniques.  OEC 
equip  the  two  companies'  training  sites 
for  surgical  bypass  worldwide  with  its 
imaging  system.  The  company's  "mo- 
mentiun  in  the  cardiology-imaging  mar- 
ket, solid  growth  of  more  than  20%  on 
the  top  and  bottom  lines,  and  strong 
market  share  of  50%  in  the  U.  S.  and 
15%  internationally  make  OEC  a  com- 
pelling investment,"  says  Toney.  Based 
solely  on  fundamentals,  he  thinks  the 
stock  should  hit  27  in  a  year. 

THE  NEH  MARK 
IN  BURGLAR  ALARMS 

Will  more  takeovers  spice  up  the 
stodgy  home-security  industry? 
Investment  adviser  Charles  LaLoggia 
thinks  so.  He  first  tagged  adt,  the  na- 
tion's largest  home-protection  company, 
as  a  potential  target  in  March,  1996, 
when  it  was  trading  at  15  a  share. 
LaLoggia  says  a  "takeover  wave"  will 
hit  the  industry  because  of  Tyco  In- 
ternational's white-knight  bid  of  28  a 
share  for  adt.  That  has  foiled  a  hostile 
22-a-share  takeover  bid  by  Western 
Resources  (page  48).  What's  LaLog- 
gia's  take  on  the  next  takeover  tar- 
get in  the  home-alarm  business?  He 
thinks  one  potential  target  is  Protec- 
tion One  (alrm),  which  sells  and  mon- 
itors alarm  systems  for  homes  and 
small  businesses.  LaLoggia,  editor  of 
market  letter  Special  Situation  RepoH, 
notes  that  Protection  One,  currently 
trading  at  9  a  share,  recently  signed  an 
agi-eement  with  Pacificorp,  a  lai-ge  elec- 
tric utility,  giving  Protection  One  the 
right  to  mai'ket  its  alaran  sei'vices  to 
Pacificorp's  1  million  customers. 

Is  Pacificorp  thinking  along  the 
same  lines  as  Western  Resources? 
LaLoggia  thinks  many  utilities  are  on 
the  lookout  for  new  services  they  can 
deliver  to  their  customers  in  this  era 
of  deregulation.  "The  security  moni- 
toring business  looks  like  a  natui'al," 
he  says  .  Protection  One  "would  be  a 
perfect  target  foi-  any  of  those  com- 
panies," says  LaLoggia,  who  figures 
that  the  company  is  worth  14  to  16  in 
a  buyout. 

He  notes  that  other  companies  that 
run  vdre  into  houses — such  as  cable 
TV  and  phone  outfits — may  already  be 
thinking  along  the  same  lines.  He  notes 
that  Wayne  Huizenga,  who  heads  Re- 
public Industries,  also  tried  to  acquire 
ADT  in  an  effort  to  get  into  the  $13 
billion  security-alai-m  industry,  which 
has  been  growing  at  20%  a  year. 


A  BIOTECH  WITH 
TESTOSTERONE 

If  you  don't  beheve  biotechs  are  back, 
take  a  gander  at  the  sizzle  of  Bio- 
Technology  General  (btgc):  Its  stock 
shot  from  5  a  share  on  Apr.  10,  1996, 
to  17M  on  Feb.  20,  1997.  Profit-taking 
nudged  it  down  to  14^  by  Mar.  18. 

Time  to  bail  out  or  avoid  the  stock? 
Not  by  a  long  shot,  says  one  money 
manager  who  has  been  buying  each 
time  the  stock  turns  down.  And  some 
analysts,  whose  price  targets  for  Bio- 
Technology  have  been  pierced,  continue 
to  be  bullish  on  the  company. 

"We  are  raising  oui"  12-month  price 
objective  fi'om  16  to  20,"  says  analyst 
Paul  Woodhouse  of  Menill  Lynch,  in 
part  to  accommodate  an  improvement 
in  eaiTiings.  He  had  a  price  objective  of 
12  when  the  stock  was  at  7  in  Novem- 
ber and  then  I'aised  it  to  16  in  Januaiy 
when  it  hit  12. 

Bio-Technology  is  "one  of  the  most 
exciting  earnings  and  investment  sto- 
ries in  the  Merrill  Lynch  drug  stock 
imiverse,"  says  Woodhouse.  The  com- 
pany moved  into  the  black  in  1995  when 
it  introduced  its  first  major  product, 
Oxandrin,  used  for  the  treatment  of  in- 
voluntary weight 
loss  brought  on  PLENTY 
by  cancer,  aids,  or  OF  ZIP 

severe  trauma. 
He  projects  sales 
of  Oxancbin  of  $;39 
million  in  1997 
and  $60  million 
next  year.  The 
product,  he  says, 
win  be  the  compa- 
ny's main  gi'owth 
engine  for  the 
next  two  years. 
Another  product 
selling  well,  says 
Woodhouse,  is 
Bio-Ti-opin,  a  hor- 
mone for  treating  growth  disorders. 

New  products  include:  Androtest-SL, 
testosterone  that  is  taken  orally  for 
treatment  of  impotence,  poor  muscle 
development,  and  bone  loss,  already 
submitted  to  the  Food  &  Drug  Ad- 
ministration for  approval;  and  Oxso- 
Drol,  in  its  third  clinical  trials,  for  the 
prevention  of  the  severe  lung  ailments 
that  affect  30%  of  premature  babies. 

Woodhouse  expects  Bio-Technology 
to  make  44(?  a  share  in  1997  and  760  in 
1998,  up  from  last  year's  26(2. 
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EDITED  BY  EDWARD  C.  BAIG 


Affinity 

Travel 


aren  Rotella  was  in  a  funk.  So  she 
headed  west — with  a  bunch  of 
women.  "I  needed  to  rechai'ge.  to 
get  close  to  nature,"  says  the  41- 
year-old  health  inspector  from 
^Vliddlebiuy,  Conn.  Rather  than 
I  travel  alone  Qier  husband  is  not 
the  outdooi-sy  type).  Rotella  joined  a  women-only  trav- 
el gi*oup  to  ski  in  Yellowstone  National  Park.  It  turned 
out  to  be  one  of  the  best  experiences  of  her  life. 

"It's  more  relaxing  with  just  women,"  she  says.  For 
seven  days,  Rotella  and  fom*  other  travelers  skied, 
spotted  elk,  and  chatted  about  then-  work,  theii-  trav- 
els, and  their  families.  "In  such  a  .short  time,  we  really 
bonded." 

Whether  you're  a  Southem  Baptist  or  an  African 
American,  a  volunteer  or  a  senior  citizen,  you  can  find 
an  "affinity"  gi'oup  with  whom  to  travel.  These  ai-en"t 
simply  aits-and-crafts  workshops  or  another  Eiu'opean 
museum  torn-  for  folks  who  Hke  Toulouse-Lautrec.  In- 
stead, you  hook  up  vath  travelers  who  share  something 
deeper:  the  same  religion,  race,  gender,  or  lifestyle. 

The  types  of  trips  available  are  as  varied  as  the 
affinity  gi'oups  who  take  them.  Like  Rotella,  a  ragged 
woman  can  ski,  cUmb  mountains,  or  shoot  the  rapids  on 
a  Woodswomen  (800  279-0555)  adventm-e  trip.  Wild 
Women  Adventm-es  (800  992-1322)  steers  females  to- 
ward more  ci\ilized  destinations,  such  as  London, 
dubbed  "Ye  Okie  'Shoppe  'til  you  Droppe'  Thames 


Cimise."  (The  gi'oup's 
idea  of  roughing  it  is 
staging  in  a  hotel 
without  room  senice.) 

Men-only  excui*- 
sions,  on  the  other 
hand,  ai'e  hai-der  to 
find.  Most  torn-  opera- 
toi*s  nxn  trips  that 
welcome  both  sexes. 
But  there  are  lots  of 
vacations  that  di*aw 
mostly  feUows — even 
if  they  don't  target 

them  dii-ectly  Esoteric  Sports  Tours  (800  321-8008)  ^ 
puts  together  foui'-day  weekends  that  revolve  aroimc 
the  Super  Bowl,  the  Mastei's  golf  tournament,  and  oil 
er  sporting  events  attended  mostly  by  men.  At  Leon 
Hairel's  Old  West  Adventui-e  (800  362-7095),  the  cha] 
much  like  BUly  Ciystal  in  the  mo\ie  City  Slickers,  p]- 
cowboy  on  a  thi'ee-day  cattle  drive.  Many  Alaska  fLsH 
ing  trips,  as  well  as  hang-gUding  and  bungee-jumpingr 
adventures,  interest  men  primaiily.  Males  in  need  of  i 
soul-seaix'hing  can  consider  a  men's  awai'eness  week- 1 
end.  Chiistian-based  Pi-omise  Keepei-s  (800  265-6023)1- 
offers  two  days  of  prayer,  song,  and  general  male  r. 
bonding  at  football  stadiums  around  the  country.  j 
If  you're  over  age  50,  Elderhostel  (617  426-7788)  I 
sponsors  emichment  classes — HistoiT  of  the  Americaj. 


Vacation  in  the  U.S.  or  abroad  with  a  group  of  kindred  iio 


History  of  Whaling — and  field  trips  at  some 
colleges  and  state  parks.  A  typical  domestic  trip, 

runs  for  one  week,  costs  $340  (excluding  trans- 
don).  Active  seniors  can  trek  through  Ii'eland, 
md,  and  Hawaii  with  Walking  the  World  (800  340- 

which  organizes  year-round,  off-the-beaten-path 
for  small  groups. 

irch  and  synagogue  members  have  long  made  pil- 
,ges  together  to  the  Holy  Land,  of  course.  But 
religious  groups  now  have  other  travel  options, 
leton  Toui-s  (800  334-2630)  offers  Bible-study 
!S  to  the  Bahamas  and  Alaska,  featuring  popular 


tian  preachers.  Catholics  can  retrace  the  steps  of 
rancis  of  Assisi  through  one  of  the  customized 
run  by  Regina  Tours  (800  228-4654).  And  Jews 
njoy  a  Kosher  week  at  a  Club  Med  resort — com- 

with  rabbi  and  makeshift  synagogue. 

ice  a  year.  Club  Med  also  hosts  an  alcohol-free 

for  vacationers  who  are  on  the  wagon.  In  addi- 
;o  the  typical  Club  Med  sports  activities,  travelers 
ttend  AA-style  meetings.  These  packages  are  run 
jber  Vacations  (800  762-3738),  which  also  puts  to- 
ir  cruises,  as  well  as  a  rafting  trip  for  more  ad- 
u'ous  abstainers. 

ieed,  whatever  youi'  affinity,  you'll  find  a  suipiis- 
ssortment  of  travel  offeiings  to  suit  your  needs. 
1,  deaf,  and  wheelchair-bound  individuals  can  travel 


to  Australia,  Israel,  and  other  destinations  with  Travel 
Tuitle  Toui-s  (800  453-9195).  A  13-day  trip  to  Holland, 
which  costs  $2,350,  includes  five  days  aboard  a  Clipper 
ship.  Bare  Necessities  Tom-  &  Travel  (800  743-0405) 
charters  ci-uises  for  nudists.  Its  1,200  passenger,  seven- 
day,  Millennium  cruise  to  the  Caiibbean,  which  costs  up 
to  $2,200,  is  ah-eady  50%  booked.  And  Afiican  Ameri- 
cans interested  in  leaming  about  their  heritage  can,  say, 
retrace  the  steps  of  the  Underground  Raih-oad. 

To  find  the  group  that  best  suits  youi-  needs,  check 
out  the  Specialty  Travel  Index  ($10  for  two  biannual 
issues,  415  455-1643;  or  visit  their  Web  site,  www. 

specialtytravel.com), 
which  lists  everything 
from  brov^-bear 
watching  and  ice- 
climbing  adventures 
to  vdne-tasting  tours 
and  shopping  expedi- 
tions. The  American 
Society  of  Travel 
Agents  (703  739-2782) 
offei's  a  list  of  travel 
agents  who  specialize 
in  singles,  I'eligious, 
and  assorted  other 
affinity  groups  at 
its  Web  site  (www. 
astanet.com). 

Affinity  travel  is 
not  for  everybody,  of 
coui'se.  No  matter 
how  hke-minded  you 
may  be,  gr'oup  travel 
can  be  difficult.  Just 
because  you're  with  a 
bunch  of  fellow  vegetarians  is  no  guarantee  that  you'll 
all  get  along.  But  it  helps.  "You  feel  you  have  some- 
thing in  common  from  the  stait,"  says  Ann  H.  Waigand, 
publisher  of  The  Educated  Traveler  newsletter  ($57 
for  six  bimonthly  issues  plus  annual  directories  cover- 
ing special-interest  travel  and  museum-sponsored 
tours,  800  648-5168).  "And  that's  important,  especially 
when  you're  travehng  with  these  people  for  thi-ee 
weeks  in  China." 

What's  more,  sharing  an  adventure  with  kindred 
spirits  might  change  yom*  life.  Karen  Rotella's  ski  trip 
helped  her  through  a  midlife  crisis.  Soon  after  she  re- 
turned, Rotella  started  a  local  women's  support  gr-oup. 
"I  couldn't  help  wondering,"  she  says,  "why  I  had  to  go 
2,000  miles  to  find  camaraderie."  Barbara  Hetzer 


^ho  share  the  same  religion,  race,  gender,  or  lifestyle. 


Personal  Business 
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Affinity  Travel 

A  Volunteer's 
Mexican  Diary 

One  week  building  homes  for  the  poor 


y  first  night  in 
Matamoros,  Mex- 
ico, was  a  long 
.one.  Sleep  wasn't 
an  option,  thanks  to  the  in- 
cessant barking  of  three  pit 
bulls  guai'ding  the  taco  stand 
across  the  street.  Leaving 
the  lights  on  to  fend  off  the 
fearless  cucarachas  didn't 
help,  either.  I  looked  forward 
to  morning  when  I  could 
stop  obsessing  about  the  size 
and  multitude  of  Mexican 
bugs  and  meet  the  people 
who  had  chosen  to  spend 
their  vacations  in  one  of 
Mexico's  least  scenic  and 
least  prosperous  areas.  I  was 
there  as  a  reporter  for  less 
than  a  week;  a  short  time 
which  had  a  surprisingly 
deep  impact.  Still,  I  won- 
dered how  many  people  had 
paid  almost  $700  plus  air- 


fare— not  to  mention  the 
hours  of  sweat  equity — for 
a  week  in  a  $13  roach-infest- 
ed motel  room. 

As  it  turns  out,  quite  a 
few,  and  for  good  reason. 
While  I  had  witnessed 
poverty  before — here  in  the 
U.  S.  and  in  places  such 
as  Brazil  and  Bosnia — it 
was  always  from  a  dis- 
tance. But  my  up-close 
visit  to  a  work  camp  or- 
ganized by  Global  Vil- 
lage, Habitat  for  Human- 

WORTH  IT 

Author  Capell  spent 
one  of  her  "most 
memorable  and 
rewarding  vacations" 
in  Matamoros,  despite 
rough  living  conditions 


itv  International's  mission 
department  (800  HABITAT) 
was  one  of  the  most  rewai'd- 
ing — and  thought-provok- 
ing— vacations  ever. 

Any  tnp  billed  as  a  work 
camp  is  not  foi"  delicate  trav- 
elers. With  work  gloves,  wa- 
ter-pui-ification  tablets,  and 
toilet  paper  high  on  the  list 
of  must-bring  items,  I  knew 
that  this  was  not  going  to 
be  a  relaxing  getaway.  But 
that's  exactly  the  point.  No 
matter  if  they  appeal  to  yup- 
pie guilt  or  just  plain  altru- 
ism, volunteer  vacations 
(page  98)  give  participants  a 
chance  to  travel  and  work 
side-by-side    with  people 


TEAMWORK 

Vacationers,  many  ^^^^^^ 
of  them  first-time  §?r,:ila 
builders,  worked 
side  by  side  with 
local  volunteers 

from  other  cul- 
tui-es — not  the  typi- 
cal fare  of  most 
prepackaged  tours. 

An  ecumenical, 
Christian  housing 
oi'ganization  dedicat- 
ed to  eliminating 
poverty  and  home- 
lessness.  Habitat  op- 
erates in  more  than 
50  countries,  with 
1,300  work  sites  in 
the  U.  S.  alone.  The 
purpose  of  the  proj- 
ect I  joined — a  joint 
venture  between 
General  Motors  and 
Habitat  for  Humani- 
ty— was  to  start!  jI 
construction  on  the  first  of  ik  I'.! 
a  series  of  homes  to  be  built  lediateh 
in  one  of  the  poorest  neigh-  k 
borhoods  in  Matamoros, 
known  as  Colonia  Mexico. 
GM,  which  has  thi-ee  plants |iie  Feb 
in  the  Matamoros  area,  do- 
nated the  cost  of  the  first  50 
homes,  about  $5,000  each. 
COMMUNAL  LIVING.  Habitat,  iirgerJ4 
in  conjunction  with  local  pr 
community  leaders,  handled 
evei"ything  else,  including  se-  i^er 
lecting  which  families  would  ised  in 
receive  housing.  The  qualifi-  njecL^ 
cation  process  takes  into  ac-  ir 
count  an  apphcant's  income,  n-] 
the  condition  of  his  or  herfli 
current  home  and  the  num- 
ber of  people  living  in  it. 
Only  6  of  the  38  approved '  e 
families  were  employed  by  1 
GM.  Those  selected  must  re-  i  Texas 
pay  Habitat  for  the  cost  of 
the  house  within  8  to  10 
years,  interest-free.  That  |e, 
money  in  tiu'n  goes  into  a 
fund  to  build  neighboring 
homes. 

One  of  the  underlying 
goals  is  cooperation.  So 
communal  living  was  part  of  |f 
the  deal.  Bunking  with 
strangers — if  only  for  a  few 
days — may  be  a  drawback 
to  some,  but  nothing  encour- 
ages bonding  like  a  surplus  fojj^j 
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cocki'oaches  and  a  short- 
e  of  basic  amenities.  My 
ammates  were  Barbara 
ker,  37,  a  New  Jersey  so- 
il worker,  and  Judy 
jitzer,  34,  an  employee  of 
5  Milwaukee  transporta- 
n  department.  Both  had 
irked  on  Habitat  projects 


a  dirt  road  littered  with 
trash,  the  odd  chicken  or 
goat,  and  what  appeared  to 
be  an  army  of  the  meanest, 
mangiest  dogs  I'd  ever  seen. 
I  learned  later  that  the  dogs 
were  strictly  for  security, 
since  none  of  the  homes  had 
doors,  much  less  locks. 


door  plumbing  and  two  bed- 
rooms— a  significant  im- 
provement over  the  existing 
structure  with  a  water 
pump  out  front  and  a  rot- 
ting outhouse  in  the  back. 
Especially  impressive  was 
the  fact  that  many  of  the  lo- 
cal volunteers  pitched  in 


PICS  FROM  THE  TRIP 

Alberto  and  Luis  Rodrigoez 
(below)  will  move  into 
the  first  of  50  houses  to 
be  built.  Volunteers  (left) 
enjoy  a  communal  meal. 
Progress  was  slow,  and 
t  he  work  exhausting,  as 
Gaiy  Sestito  (in  wheel- 
barrow) attests 


the  U.S.  Almost 
mediately,  we  were 
dng  around  Hke  old 
ends. 

Leading  om*  gi'oup 
;re  Felix  Lozano, 
,  the  Habitat  volun- 
3r  coordinator  for 
?xico,  and  Paul 
irger,  44,  a  coun- 
lor  with  a  homeless 
nistry  in  Wichita, 
irger  was  well- 
rsed  in  housing 
ojects  like  this  one 
:er  completing  a 
ree-year  stint  with 
ibitat  in  Nogales, 
sxico.  Gary  Sestito, 
43-year-old  Dallas 
e  inspector,  had  worked 
th  Habitat  in  Guatemala 
d  Texas.  Curt  Roberts,  a 
-year-old  engineer  with 
irning  and  his  27-year-old 
fe,  Cathy,  an  interaational 
les  manager  at  Ti'ansonic 
stems,  left  Ithaca,  N.  Y., 
•  their  second  Habitat  va- 
tion  in  Mexico.  Besides 
/self,  the  only  other  fii-st- 
ae  volunteer  was  64-year- 
1  retiree  John  Pendergi-ass 
im  Birmingham,  Ala. 
Camp  Matamoros,  Day  1: 
3  crammed  into  a  van  and 
rived  at  the  work  site  via 


Any  jokes  I  may  have 
made  about  our  temporary 
accommodations  were  si- 
lenced when  I  saw  the  per- 
manent living  conditions  of 
the  people  with  whom  we 
would  work.  A  foitunate  few 
could  call  one-room  wooden 
shacks  home.  But  the  major- 
ity resided  in  windowless 
cardboard  shanties,  with  old 
clothing  and  newspaper  fill- 
ing gaping  holes  in  the  walls 
and  roofs. 

A  crowd  of  neighbors  had 
arrived  to  help  build  the 
house,  which  will  have  in- 


even  though  they  did 
not  qualify  for  new 
housing  themselves. 

The  workday  be- 
gan with  a  ground- 
breaking ceremony. 
We  met  the  future  oc- 
cupants, Alejandra 
Villegas  Rodriguez,  39,  and 
her  three  sons  aged  13,  8, 
and  7.  Rodriguez,  who  cur- 
rently lives  with  her  sons  in 
a  one-room  shack,  assembles 
radio  pails  at  Deltronicos  de 
Matamoros,  a  gm  subsidiary. 
Most  of  us  wondered 
whether  our  temporary  help 
might  be  resented,  but  Bar- 
bara summed  it  up  best:  "I 
ask  people  for  help  every- 
day and  I  don't  know  where 
I'd  be  without  it." 

Although  few  of  us  spoke 
Spanish,  language  wasn't  a 
barrier  because  everyone 


was  welcoming.  There  were 
no  patronizing  debates  over 
Mexico's  drug  problem  or 
the  plight  of  the  country's 
poor.  Instead  with  Felix's 
translation,  we  chatted  about 
the  importance  of  national 
volunteerism  in  Mexico, 
where  education  is  free,  con- 
ditions at  the  local 
factories,  and  what 
the  children  study  in 
school.  Thanks  to  the 
few  Spanish  phrases 
I  learned  growing  up 
watching  Sesame 
Street  and  an  inability 
to  roll  my  r's,  I  kept 
the  two  younger 
brothers,  Luis  and  Al- 
berto, giggling. 

Our  fii'st  task  was 
to  lay  the  foundation. 
Living  in  Manhattan, 
I  had  little  experience 
digging  a  garden, 
much  less  the  foun- 
dation of  a  home,  but 
I  quickly  learned 
sweat — not  skill — was 
the  prime  require- 
ment. Tools  were  a 
precious  commodity. 
We  took  turns  using 
a  pickax,  two  shovels, 
and  a  sledgehammer. 
Forget  the  gym, 
there's  nothing  like 
•-winging  a  sledge  to 
.'  ivlieve  stress. 
The  work  was  hard  and 
the  progress  gi-adual.  Using 
tools,  rotting  slats  of  wood, 
and  our  bare  hands,  we  dug 
down  about  three  to  four 
feet.  Working  in  close  prox- 
imity with  novice  builders 
wielding  sharp  objects,  it 
was  amazing  the  only  injury 
was  the  occasional,  painful 
bite  of  fii'e  ants.  By  the  time 
the  week  was  over,  only  pait 
of  the  home  would  be  com- 
plete; local  residents  would 
finish  the  rest. 

Shoveling  and  pickaxing 
our  way  through  sewage 
from  the  nearby  outhouse, 
we  resorted  to  humoi-  amid 
the  stench.  The  ninning  joke 
was  that  this  was  better — 
and  cheaper — than  any  spa 
vacation.  Barbara,  the  most 
creative  among  us,  proposed 
bottling  the  clay-like  soil  and 


.WORK  THE  WEB 


THE  GREAT  INVISIBLE  GUIDING 


LISM  HAS  JUST 
THE  INTERNET 


UPSIDE  THE  HEAD    NOW  WHAT? 


NO  MORE  HYPE.  No  more  jargon.  No  more  paradigm  shifts,  okay?  Everybody  agrees  the 
I  Web  has  the  potential  to  be  a  monumental  economic  force.  But  from  a  capitalist  point  of 
view,  the  Internet  has  had  about  as  much  impact  as  the  two-dollar  bill.  Why?  For  one  thing, 
security  is  lousy.  For  another,  building  interactive  websites  that  are  linked  to  corporate 
databases  (which  is  to  say,  useful  information)  takes  forever.  For  still  another,  keeping 
those  websites  updated  with  timely  information  costs  a  fortune. 

LOTUS  DOMINO™  FIXES  ALL  THIS.  Lotus  Domino  is  web  server  software  based  on 
Lotus  Notes'  technology.  It  makes  powerful,  interactive  websites  easier  to  build.  It  lets 
people  edit  and  manage  the  content  on  those  websites  using  ordinary  web  browsers  -  which 
means  the  people  who  have  the  information  people  need  can  make  it  available  simply  by 
changing  it  themselves  (this  is  the  way  the  Web  should  work,  but  until  now,  it  hasn't). 

It  not  only  lets  you  control  who  gets  into  your  system  but  also  what  they  can  see,  and  what 
changes  they  can  make.  So  you  can  let  your  customers  see  one  thing,  and  your  management 
another.  You  can  let  your  finance  department  make  changes  to  information  your  European 
sales  offices  can  only  see. 

This  makes  Domino  a  powerful  tool  for  creating  solutions  that  are  customized  to  the  needs 


of  your  business.  To  let  employees,  managers,  contractors  and  suppliers  all  work 
together  over  the  Web.  To  help  customers  find  the  answers  they  need.  To  turn  the 
Web  from  a  digital  warehouse  for  stale  jokes  and  silly  photographs  into  a  tool  that  businesses 
can  use  to  actually  get  things  done.  Log  in.  Find  out.  www.lotus.com/worktheweb 


NO.  Lotus  Domino  is  not  about 
circulating  theories  about  the  origins 
of  crop  circles.  Or  for  putting  more 
stupid  stuli  on  tlie  Web. 


VES.  Lotus  Domino  is  lor  doing  serious 
business  on  the  Web.  Tragsforming  it 
into  a  powerful  way  to  interact  with 
customers  and  employees. 


Lotus. 


Working  Together 


for  mre  inloMtion,  tall  1  800  82!  (086,  at  C?33  In  (jnada.  tall  1  800  GO  lOIOS  ©  199?  Lotas  Owlopmenl  Copcata,  5S  CaulHidge  Partoay,  Cantindge,  M«  02H2  til  rigWs  resmed.  loins,  lotas  Note  and  Wortinj  lojeta  art  resisltred  tradtmarb  and  Domino  and  m  Hit  M  art  Iradtmarlis  ol  lotas  Otvilnpjitnl  Corp, 


Personal  Business 


selling  it  to  tony  American 
resorts  as  the  "Matamoros 
mud  mask." 

But  the  highlight  of  the 
trip  was  the  time  spent  with 
the  people  who  lived  there. 
Viewing  poverty  through  a 
tour  bus  window  is  one 
thing,  but  meeting  the  peo- 
ple who  actually  live  there 
is  entirely  different.  We 
were  invited  into  the  homes 
of  local  volunteers  for  mid- 
day meals.  While  preparing 
tortillas  in  her  kitchen,  Blan- 
ca  Sandoval,  43,  a  12  year- 
resident  of  the  area,  said  she 


was  one  of  the  few  people 
who  had  bought  her  three- 
room  home  pre-made.  More 
recent  residents  weren't  as 
foi'tunate,  she  said,  since 
wages  in  many  of  the  local 
factories  had  been  steadily 
declining.  Most  of  the  neigh- 
borhood's 5,000  residents 
work  at  nearby  plants, 
where  the  average  wage 
ranges  fi-om  160  to  300  pe- 
sos, or  $21  to  $48,  per  week. 

At  day's  end,  we  were 
back  to  the  motel,  which 
now  seemed  luxurious  in 
comparison,  to  shower  and 


Affinity  Travel 

A  New  Kind  of 
Working  Vacation 

Donate  your  time  and  skills  to  help  others 


You  work  long 
hours,  often  with 
little  recognition. 
All  you  want  to  do 
is  kick  back  for  a  few  weeks 
of  veg-time  in  the  sun.  And 
yet  here  you  are  on  vaca- 
tion, working  harder  than 
ever  for  free. 

Have  you  lost  it?  Hardly. 
Whether  it's  helping  scien- 
tists learn  about  global 
wanning  in  the  Amazon  rain 
forest,  teaching  English  to 
kids  in  Central  America,  or 
advising  financial  institutions 


in  Russia — participants  say 
such  "volunteer  vacations" 
are  surprisingly  reenergiz- 
ing. "It's  very  effective  for 
coiporate  burnout,  since  you 
gain  a  sense  of  accomplish- 
ment apart  ft-om  the  work- 
place," says  Blue  Maginder, 
director  of  public  affaii's  for 
Earthwatch,  an  international 
scientific  volunteer  group  in 
Watertown,  Mass.  (800  776- 
0188).  Plus,  a  portion  of  the 
costs  may  be  tax-deductible. 

Many  travelers  can  com- 
bine service  with  personal 


regToup  for  a  communal  din- 
ner always  preceded  by  a 
brief  prayer.  Following  din- 
ner, we'd  gather  to  recap 
the  day's  events.  Approxi- 
mately $350  of  the  total 
$685  cost  (plus  transporta- 
tion) covers  room,  meals, 
and  mandatory  travelei's  in- 
sui'ance.  The  remaining  $335 
goes  directly  to  the  Habitat 
affiliate  office  in  the  coun- 
try where  you  work  to  fund 
the  building  of  other  houses 
in  the  region. 

I  saw  a  part  of  Mexico 
that  few  tour-package  visi- 


SERIOUS  FUN 

Volunteer  trips 
can  sometimes 
run  to  the  exotic: 
Here,  a  CEDAM 

worker  suiYeys  a 
corai  reef 

interests.  Environ- 
mentally conscious 
and  a  scuba-diving 
buff,  Kathleen  Becker 
spent  a  week  survey- 
ing the  coral  reefs  off 
Andros  Island  in  the 
Bahamas  with  the 
Consei-vation  Education  Div- 
ing Archeology  Museums 
(CEDAM,  914  271-5365).  Since 
working  on  Goldman  Sachs' 
syndicate  desk  left  the  52- 
year-old  little  time  to  volun- 
teei',  the  trip  pi'oved  to  be 
the  perfect  solution. 

There  are  almo.st  1,000  or- 
ganizations worldwide  that 
welcome  volunteers.  Some 
progi-ams  pay  I'oom,  boaixl, 
and  travel  expenses,  while 
others  ask  the  volunteer  to 
cover  all  costs.  The  time 
commitment  also  varies 
widely,  from  a  week  to  sev- 
eral months. 

For  professionals  with 
special  expertise — technical, 
financial,  or  medical — there 
are  numerous  opportunities. 
Tlie  Financial  vSemces  Coips 
(212  692-1200)  sends  quali- 
fied executives  to  help  ad- 
vise public-  or  private-sec- 
tor agencies,  primarily  in 
Central  and  Eastern  Europe 


i! 


tors  ever  encounter,  met  i: 
teresting  people,  and  learne 
Homebuilding  101  in  th 
process.  However,  I  left  wit' 
mixed  feelings:  Doing  gooi 
doesn't  always  feel  good,  esj 
pecially  when  so  much  neei 
to  be  done.  But  the  altemal  ■ 
tive  is  to  do  nothing.  Look  M  ]' 
ing  back  at  my  time  i:  i  k^^'* 
Matamoros,  I  promised  mj/  i  ^1 
self  that  I  would  never  com  51 
plain  again  about  living  i:  ie!«Tite 
my  Manhattan  studio  apart  Filt  lie 
ment  and  that  this  would  b  ffl  of ' 
the  first  of  many  voluntee  fudtri 
vacations.       Kerry  Capel  itapped 

:isre  pa 
4iMt 

and  the  former  Soviet  Unioi  iract 
on  capital-markets  develop  icitkf 
ment  and  central  and  com  iih 
mercial  banking.  :pi,w 

Retired  businesspeopi  \w  1 
may  want  to  check  out  th  jsaie 
International  Executive  Sei  fttei 
vice  Corps  (203  967-6000)  untie 
which  sends  volunteers  t  M  t 
work  as  consultants  in  de  ilEani 
veloping  countries.  And  thos  fclSoci 
in  the  health  profession  cai  iki 
call  Health  Volimteers  Over  it  gene 
seas  (202  296-0928).  .fpassai 
BIRD  WATCHING.  Yet  mam  SBtlil 
groups  require  no  specia  botei 
skills.  Global  Volunteers  (80(  mm 
487-1074)  takes  intereste(  iofte 
workers  to  developing  re  ^ptl 
gions  of  Eiu'ope  to  help  oi  ifiis,Tfl 
projects  ranging  from  natur  jdes^Ai 
al-resource  development  t(  inCaml)! 
teaching  English.  Caribbeai  ttfee 
Volunteer  Expeditions  (60'  (esenta 
962-7846),  teams  up  with  loca  i<M^n 
museums  and  national  park  disott 
on  historic-presei-vation  pro  tdtran 
jects.  Volunteers — who  don' 
have  to  be  architects — helj  i-aeeg; 
measure  drawings  and  docu  piJej 
ment  building  sui-veys.  ilaipj 

Tom  Davis,  one  of  th(  leoftk 
founders  of  Silicon  Graph  j event) 
ics,  recently  took  an  Earth  iJejtjg 
watch  trip  to  Ecuador  ferejjpj, 
where  he  helped  scientist;  salio 
trace  the  migration  patterns  |pejj^^ 
of  indigenous  birds.  Th<  ijedoeg 
work  was  challenging — h<  if\\^^ 
had  to  haul  water  dowi  ^i^^^ 
steep  hills  via  mule.  But,  hi  't,i\^^^^^ 
says,  "I  like  it  when  I'm  to  slsij,^^ 
tally  exhausted  at  the  enc  jjefjf'^ 
of  the  day."  Whoevei  iHt^j 
thought  work  could  be  s(  ^^^^  ^ 
much  fun?      Kerry  Capel  [ju' 
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ultipie  scle- 
rosis has 
not  stopped 
Mary  Zee 


)m  fishing  for  pira- 
as  in  the  Amazon  or 
Ung  an  elephant  in 
3  Himalayas.  "Being 
;abled  just  means 
u  have  to  plan 
ead,"  says  the  51- 
ar-old  Media  (Pa.) 
ivel  vvriter. 
With  help  from  a 
ndful  of  tour  opera- 
's and  travel  agents, 
ndicapped  people  can 
plore  parts  of  the 
irld  that  once  seemed 
t  of  reach.  The  Soci- 
^  for  the  Advance- 
mt  of  Travel  for  the  Hand- 
ipped,  an  advocacy  group 

New  York,  estimates 
ere  are  36  million  such 
ivelers  in  the  U.  S.  Yet 
K  in  the  industry  court 
jabled  customers,  says 
iro!  Randall  of  Access-Able 
aval  Source  in  Denver. 
Indeed,  while  facihties 
ve  generally  improved 
ice  passage  of  the  Ameri- 
ns  with  Disabilities  Act  in 
90,  not  every  hotel,  airline, 
restaurant  is  up  to  snuff, 
id,  of  course,  standards 
ry  greatly  overseas. 
lAFUS.  Two  Massachusetts 
encies,  AccessAbility  T^-av- 
in  Cambridge  and  Access 
rst  Travel  in  Maiden,  send 
presentatives  to  inspect 
stinations  around  the 
)r!d  so  they  can  help  dis- 
led  travelers  meet  their 
eds — whether  it's  wheel- 
air-accessible  ciTiise  ships 

guides  who  understand 
rn  language.  Their  knowl- 
ge  of  the  vehicles,  hotels, 
d  even  the  terrain  at  var- 
is  destinations  can  prevent 
ifbreseen  snafus.  Just  be- 
use  a  hotel  has  a  handi- 
pped  symbol  in  a  travel 
lide  doesn't  mean  it's  fully 
leelchair  accessible.  "There 
uld  be  three  stairs  to  get 
to  the  lobby  and  no  wheel- 
showers,"  says  Joe  Regan, 
mer  of  Access  First. 
Although  many  disabled 
avelers  complain  of  limit- 
l  access  on  mainstream 


BACK  TO  NATURE 

One  nonprofit  group 
plans  Western  trips 
for  handicapped 
people-to  such  spots 
as  Yellowstone 
National  Park 


m 


the 


Af  f 


inity  Trave 
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Barriers  Drop 
For  the  Disabled 

Fewer  places  in  the  world  are  out  of  reach 


packaged   tours.  Princess 
Cruise    Line    and  Royal 
Caribbean  Cruises  are  par- 
ticularly good.  These  lines 
have  as  many  as  30  wheel- 
chair accessible  cabins 
on  larger  ships. 
(The  rates  are 
the  same  as  for 
standard  cab- 
ins.) Further- 
more, they  al- 
low guide  dogs, 
and  make  flash- 
ing lights  avail- 
able to  signal  in- 
coming calls  and 
visitors  at  the  door. 
But  once  travelers 
arrive  in  ports  of 
call,    they're  on 
their    own.  Lift 
vans  are  not  pro- 
vided   for  shore 
trips,  so  tourists 
must    make  and 
pay  for  their  own 
aiTangements. 

Accessible  Jour- 
neys in  Ridley 
Park,  Pa.,  and  Fly- 
ing    Wheels  in 


Owatomia,  Minn.,  are  among 
the  outfits  that  put  together 
tours  to  such  faraway  places 
as  Australia,  Kenya,  Norway, 
and   Switzerland — all 
aimed  at  physically-im- 
paired people  and  their 
companions.  They  might 
arrange  for  porters  to 
carry  clients  up  the 
steps  at  the  Taj  Ma- 
hal or  provide  canvas 
slings  to  lower  dis- 
abled travelers  into 

Charting  Your  Course 

READ  Factor's  Great  American  Vacations  For 
Travelers  Witti  Disabilities  $19.50,  Fodor's 
Travel  Publications  Inc. 


CALL  Society  for  the  Advancement  of  Travel 
for  the  Handicapped,  347  Fifth  Ave.,  Suite 
610,  New  York,  NY  10016,  212  447-7284 

CONSULT  Access  Tours,  (800  929-4811), 
Accessible  Journeys  (800  846-4537), 
AccessAbility  Travel  (800  610-5640),  Flying 
Wheels,  (800  535-6790),  and  Access  First 
Travel  (800  557-2047)  are  tour  agencies  and 
travel  agents  that  cater  to  disabled  travelers 


submarines 
Caribbean. 

For  travel  closer  to 
home.  Access  Tours  in 
Jackson,  Wyo.,  is  a  non- 
profit organization  that 
plans  nature-oriented 
trips  for  the  disabled  in 
the  Western  states. 
Ten-day  vacations  cost- 
ing $1,500  to  $1,700  in 
Yellowstone  National  Park 
and  the  Grand  Canyon  are 
typical  offerings. 
WORK-STUDY.  Disabled  peo- 
ple who  are  interested  in 
foreign  exchange  programs 
can  call  Mobility  Inter- 
national USA  in  Eugene, 
Ore.  (541  343-1284).  This 
nonprofit  group  serves  as  a 
clearinghouse  for  informa- 
tion on  work-study  oppor- 
tunities in  other  countries. 
The  organization  also  spon- 
sors trips  such  as  a  three- 
week  sojourn  to  Mexico, 
where  travelers  can  meet 
with  disability  activists 
while  soaking  up  local  cul- 
ture. As  part  of  a  $40 
membership  fee.  Mobility 
International  will  share  in- 
formation from  a  database 
on  how  accommodating  cer- 
tain destinations  are  through- 
out the  world. 

Whether  a  dis- 
abled traveler  is 
seeking  adventure, 
learning,  or  rest 
and  relaxation,  it 
can  be  achieved. 
Zee  believes  some 
people  with  disabil- 
ities stay  home  out 
of  fear  that  they 
won't  be  accom- 
modated. "It's  a 
shame,"  she  says. 
Having  a  physical 
impairment  these 
days  doesn't  mean 
having  to  miss  the 
boat.  Kate  Murphy 
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Jompetition  in  growing  international  markets  is  fierce, 
e  rules  of  trade  continue  to  change,  newly  empowered 
rs  are  posing  threats  to  U.S.  business  success  abroad, 
can  American  business  secure  a  competitive  advantage 
;  complex  global  playing  field.'' 
Join  Business  Week  and  the  Presidents  of  the  nation's 
5t  corporations  and  find  out  how  U.S.  business  is  taking 
;e.  Don't  miss  this  valuable  opportunity  to  gain  proven 
;gies  from  some  of  America's  biggest  global  winners  at 
)restigious  annual  event. 


Presented  in  association  with: 

ANS  Communications 
Hewlett-Packard  Company 
Thomas  Group 
Toshiba  America,  Computer  Systems  Division 

With  support  from: 

Georgia  Department  of  Industry,  Trade  &  Tourism 
Wharton  Executive  Education 

For  registration  information, 

please  contact  jiilie  Terranox  a 
Cali(800)  682-6007  •  fax(212)  512-6281. 

Attendance  is  limited  to  Pirsidcnts,  Chairmen, 
and  CEOs  of  leadinti  national  and  in'orldwide  companies. 
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Internet? 


Sun  Microsystems.  With  15  years  of  Internet  experience,  we  have  the  expertise 
ffi^"^'  -  not  to  mention  the  industry's  most  comprehensive  array  of  products  —  to 
-^'^        help  you  develop,  deploy,  and  manage  an  Internet 

solution  that  meets  your  business  objectives.  For  details,  visit  J'^J 
us  at  www.sun.com  THE  NETWORK  IS  THE  COMPUTERS"  microsystems 

©i;j'>7  .'^Hii  MiiTi)syMfms,  Inc.  All  npliis  rtserval.  Sun,  ^un  MiLTOsysii-ins,  [he  Sun  Iji.u.i,  Jrtv.i.  ihe  |;ivii  t:iifli'c  Cup  l.oijo,  find  Thi' Nunvurk  Is  Tilt  Compiiicr 
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PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

Mar  8=135.9 
1992=100 


Mar  July  Nov.  Mar. 

1996  1996  1996  1997 

index  IS  a  4-week  moving  average 

production  index  edged  slightly  liigher  during  the  week  ended  Mar.  8,  as 
ndex  continues  to  show  little  movement  in  the  first  quarter  after  its  runup 
le  fourth.  Before  calculation  of  the  four-vneek  moving  average,  the  index 
lased  to  136.1,  from  135.4.  On  a  seasonally  adjusted  basis,  increases  in 
ut  of  lumber,  steel,  electric  power,  and  crude-oil  refining  offset  drops  in 
truck  and  coal  production  as  well  as  in  rail-freight  traffic. 

aduction  index  copyright  1997  by  The  f^flcGraw-Hill  Companies 


\DING  INDICATORS  1 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
7.  CHG 

CK  PRICES  (3/14)  s&p  500 

793.17 

804.97 

24.0 

PORATE  BOND  YIELD,  Aaa  (3/14) 

7.42% 

7.47% 

-1.3 

ISTRIAL  MATERIALS  PRICES  (3/14) 

108.3 

108.2 

-0.3 

INESS  FAILURES  (3/7) 

NA 

NA 

NA 

L  ESTATE  LOANS  (3/5)  b  ii  ons 

NA 

NA 

NA 

EY  SUPPLY,  M2  (3/3)  biihons 

$3,871.4  $3,869. 3r 

4.5 

lAL  CLAIMS,  UNEMPLOYMENT  (3/8)  thous 

307 

312 

-12.8 

ces:  Standard  &  Poor's,  Moody's.  Journal  of  Commerce  (index;  1990=100),  Dun 
3dstreet  (failures  of  large  companies).  Federal  Reserve,  Labor  Dept. 

[EREST  RATES 

ERAL  FUNDS  (3/18) 

LATEST 
WEEK 

5.42% 

WEEK 
AGO 

5.21% 

YEAR 
AGO 

5.20% 

MERGIAL  PAPER  (3/19)  3  month 

5.53 

5.46 

5.35 

TIFICATES  OF  DEPOSIT  (3/19)  3  month 

5.52 

5.44 

5.33 

:D  MORTGAGE  (3/14)  30-year 

7.98 

7.97 

8.06 

USTABLE  MORTGAGE  (3/14)  one  year 

5.85 

5.78 

5.82 

WE  (3/14) 

8.25 

8.25 

8.25 

'Ces:   Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


UTEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (3/15)  thous.  of  net  tons 

2,102 

2,138# 

2.1 

AUTOS  (3/15)  units 

123,233 

131,875r# 

55.2 

TRUCKS  (3/15)  units 

140,185 

139,822r# 

40.4 

ELECTRIC  POWER  (3/15)  millions  of  kilowatt-hrs. 

59,387 

50,388# 

0.1 

CRUDE-OIL  REFINING  (3/15)  thous.  of  bbl./day 

13,715 

13,578# 

0.3 

COAL  (3/8)  thous.  of  net  tons 

20,443# 

21,245 

-3.2 

LUMBER  (3/8)  millions  of  ft. 

510. 6# 

482.1 

13.9 

RAIL  FREIGHT  (3/8)  billions  of  ton-miles 

26. 9# 

27.6 

1.5 

Sources:  American  Iron  &  Steel   Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept  ,  WWPAl.  SFPA2,  Association  of 
American  Railroads 

PRICES 

UTEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

GOLD  (3/19)  $/troy  oz. 

349.100 

351.400 

-11.6 

STEEL  SCRAP  (3/14)  #1  heavy,  $/ton 

136.50 

139.50 

-1.8 

COPPER  (3/14)  (Z/lb. 

117.0 

118.5 

-5.0 

ALUMINUM  (3/14)  e/ib 

80.5 

81.5 

5.9 

COTTON  (3/15)  strict  low  middling  1-1/15  in.,  e/lb.  72.74 

71.65 

-9.8 

OIL  (3/18)  $/bbl. 

21.77 

19.75 

-10.6 

CRB  FOODSTUFFS  (3/18)  1967=100 

243.36 

247.51 

4.5 

ORB  RAW  INDUSTRIALS  (3/18)  1967=100 

339.92 

341.50 

3.0 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Metal- 
market,  NYMEX,  Commodity  Research  Bureau 

Week.  Memphis 

FOREIGN  EXCHANGE 

UTEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (3/19) 

122.72 

122.43 

106.77 

GERMAN  MARK  (3/19) 

1.58 

1.70 

1.48 

BRITISH  POUND  (3/19) 

1.50 

1.50 

1.53 

FRENCH  FRANC  (3/19) 

5.67 

5.73 

5.07 

ITALIAN  LIRA  (3/19) 

1687.8 

1593.0 

1566.2 

CANADIAN  DOLLAR  (3/19) 

1.38 

1.35 

1.32 

MEXICAN  PESO  3/19) 

7.925 

7.975 

7.550 

TRADE-WEIGHTED  DOLLAR  INDEX  (3/19) 

104.8 

104.8 

96.44 

Sources:  Maior  New  York  banks.  Currencies  expressed  in  units  per  U  S.  dollar, 
except  for  British  pound  in  dollars.  Trade-weighted  dollar  via  J. P.  Morgan 


/  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
jment.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


C  MEETING 

day,  Mar.  25>-  The  Federal  Open  Mar- 
;ommittee  of  the  Federal  Reserve 
d  will  meet  to  set  monetary  policy  for 
lext  six  weeks.  A  slight  majority  of 
omists  surveyed  by  mms  International, 
3f  The  McGraw-Hill  Companies,  thinks 
)olicymakers  will  keep  short-term  inter- 
ates  unchanged,  leaving  the  federal 
5  rate  at  5.25%.  However,  almost  all 
omists  surveyed  by  mms  expect  a  rate 
by  the  May  20  meeting,  as  solid  eco- 
c  growth,  tight  labor  markets,  and 
ent  cost  pressures  raise  inflation 
Dects.  The  Fed  has  not  moved  rates 
;  January,  1996,  when  it  cut  the  fed 
s  rate  a  quarter  point. 


EXISTING  HOME  SALES 

Tuesday,  Mar.  25,  10  a.m. est  >■  Existing 
home  sales  probably  increased  slightly,  to 
an  annual  rate  of  3.95  million  in  February, 
after  rising  2.1%,  to  3.94  million,  in  Janu- 
ary. Although  bond  yields  are  rising,  mort- 
gage rates  have  not  increased  enough  to 
choke  off  housing  demand. 

CONSUMER  CONFIDENCE 

Tuesday,  Mar.  25,  10  a.m.EST^  The  Con- 
ference Board's  index  of  consumer  senti- 
ment probably  fell  only  a  bit  in  March,  to  a 
reading  of  118,  from  118.4  in  February. 
The  big  surprise  in  the  February  data  came 
in  the  present-situation  index,  which  rose 
from  141.2  to  143.4,  a  27-year  high. 


DURABLE  GOODS  ORDERS 

Wednesday,  Mar.  26,  8:30  a.m.Esr^  The 
MMS  survey  expects  that  new  orders  taken 
by  durable-goods  manufacturers  likely 
dropped  0.3%  in  February,  following  a  4% 
increase  in  January.  The  backlog  of  unfilled 
orders  was  probably  unchanged  in  February 
after  rising  1%. 

NEW  HOME  SALES 

Friday,  Mar.  28,  10  a.m. est  1^  New  single- 
family  homes  probably  sold  at  an  annual 
rate  of  860,000  in  February.  The  housing 
market  in  January  surprised  almost  every- 
one: New  home  sales  jumped  8.6%,  to  an 
870,000  pace,  so  some  fallback  is  expect- 
ed in  February. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 


I 
1 

I 
I 
I 


-  r  1 


Sunday  <- 

Is  a  slowdown  in  high  tech 
destined  to  end  the  U.S. 
economy's  long  expansion? 
Talk  about  the  current  issue's 
provocative  Cover  Story  with 
Michael  J.  Mandel,  BW's 
economics  editor.  Mar.  23 
9  p.m.  EST  in  the  Globe 

Monday 

Mark  Taylor,  editor  of  Fraud 

Watch,  tells  how  to  prevent 

your  business  from  becoming 

a  victim.  Mar.  24 

8  p.m.  EST  in  the 

BW  Enterprise  Chat  Room 

Wednesday 

The  global  MBA:  Two 
American  students  at  IMD  in 
Lausanne,  Switzerland, 
answer  your  questions  about 
studying  there.  Mar.  26 
5  p.m.  EST  in  the 
BW  Online  Chat  Room 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  50  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A 

A  M  E  RAC  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


AccessAbility  Travel  99 

Access-Able  Travel  Source  99 

Accessible  Journeys  99 

Access  First  Travel  99 

Access  Tours  99 

Adobe  Systems  (ADBE)  18 

ADT  (ADT)  48,  91 

Advanced  Micro  Devices  (AMD)  58 

Advanta  (ADVNA)  39 

AerLingus  50 

Air  France  50 

AirLiberte  50 

Air  One  50 

Air  Portugal  50 

Airtours  72 

Alan  52 

Alcatel  Alsthom  (ALA)  57 
Alitalia  50 

Amencan  Airlines  (AMR)  48, 50 
American  Express  (AXP)  38,  78 
American  Express  Bank  (AXP)  30 
American  Fuel  86 
America  Online  (AOL)  73 
Ameritech  (AIT)  58 
Amgen(AMGN)  82 
Apple  Computer  (AAPL)  18 
Astra  40 

AT&T  (T)  24, 38. 76.  85 
AutoPacific  46 
AvtoZaZ  52 

B 


Banc  One  (ONE)  39 
Bankers  Trust  Asia  (BT)  57 
Bare  Necessities  Tour  &  Travel  92 
BASF  82 
Beddows  53 
BellSouth  (BLS)  42 
Berkeley  Systems  73 
Berkshire  Hathaway  (BRK.A)  88 
Bio-Technology  General  (BTGC)  91 
Boeing  (BA)  37,  58 
Braathens  SAFE  50 
Bristol-Meyers  Squibb  (BMY)  85 
British  Airways  (BAB)  50 
British  Midland  Airways  50 
British  Telecommunications 
(BTY)  76 

Buck  Consultants  89 
Buffalo  Color  82 


Cable  &  Wireless  (CWP)  48 
California  Angels  6 
Callan  Associates  89 
Cambndge  Imaging  85 
CardioTboracic  Systems  (CTSI)  91 
Canbbean  Volunteer 
Expeditions  98 
Carnival  (CCD  72 
Celebrity  Causes  72 
Chivsler  (C)  46 
Cisco  Systems  (CSCO)  58 
Cleveland  Indians  6 
Club  Med  92 
CNW  Marketing  46 
Coca-Cola  (KG)  8, 88 
Compaq  Computer  (CPQ)  58 
Conference  Board  103 
Conrail  (CRR)  42 
Corning  (GLW)  94 
Costa  Crociere  72 


CSX (CSX)  42 
Cultor  82 


Daewoo  52, 57 
Daimler  Benz  (DAI)  70 
Dassault  Aviation  57 
Debonair  Airways  50 
Deltronicos  94 
Deutsche  Bank  53 
Digital  Equipment  (DEC)  6 
DMTG  58 

Donaldson  Lufkin  &  Jenrette 
(DU)  89 

Donnelley  (R.R.)  (DNY)  48 
Dow  Jones  (DJ)  78 
Dresdner  Bank  53 


Eastman  Chemical  (EMN)  82 
easyJet  50 
Elderhostel  92 
Esoteric  Sports  Tours  92 
Eurowings  50 
Exhibitor  Relations  6 


Federal  Express  (FDX)  34 
First  Chicago/NBD  (FCN)  39 
First  Union  (FTU)  39 
Fitch  Investors  Service  39 
Fleet  Financial  (FLT)  42 
Fletcher  Jones  Motor  Cars  68 
FlightSafety  International 
(BRK.A)  88 
Flying  Wheels  99 
Ford  (R  45. 46, 52, 70 
Forrester  Research  73, 76 
France  Telecom  48 


Gartner  Group  (GART)  58 
GEICO(BRK.A)  88 
Genencor  82 

General  Electric  (GE)  42.  78. 89 
General  Motors  (GM)  46,  52,  94 
Gillette  (G)  88 
Glaxo  (GLX)  85 
Goldman  Sachs  98 
GolfWatch  8 
Good  Guys  58 
GrupoModelo  54 
GTE (GTE)  24,  76 

H 


Hambrecht  &  Quist  (HMQTl  58 
Hasbro  Interactive  (HAS)  73 
HBO  80 

Heartport  (HPRT)  91 
Heidrick  &  Struggles  8 
Heritage  Media  (HTG)  48 
Herzog  Heme  &  Geduld  90 
Hewlett-Packard  (HP)  6,  58 
Home  Shopping  Network  34 
Hunt-Scanlon  Publishing  8 
Hyundai  Merchant  Marine  72 


Iberia  50 
ICI  82 

ImagiNation  Network  73 
Imax  80 

Indemerc  Louis  Hams  54 

INPUT  12 

Intel  (INTO  58, 90 


Interactive  Magic  73 
K 


Kaufman  &  Kubarych  89 
Kia  Motors  52 
KLM  50 

Kohlberg  Kravis  Roberts  34 
Korn/Ferry  8 
KPMG  Peat  Mara/ick  58 
Krupp  Group  53 

L 


Lanesborough  82 
LensCrafters  (LUX)  8 
Leon  Harrel's  Old  West 
Adventure  92 
Levi  Strauss  82 
Limited  (LTD)  38 
Lippo  37 
Los  Angeles 
Lufthansa  50 

M 


Magnetic  Imaging 

Technologies  85 
Maior  League  Baseball  6 
Manpower  (MAN)  30.58 
Maraval  86 
MasterCard  38 
Matra  57 
Mattel  (MAT)  42 
Mayfair  Homes  86 
McDonald's  (MCD)  88 
McGraw-Hill  (MHP)  103 
MCI  Communications  (MClC)  24, 

73,76 

Mercantile  Bank  39 
Mercedes-Benz  (DAI)  70 
Merck  (MRK)  85 
Merisel  (MSEL)  42 
Merrill  Lynch  (MER)  39,91 
Meyer  (Pearl)  42 
Miami  Heat  72 

Microsoft  (MSFT)  6,18,48,58. 
73, 90 
Mitsui  82 

MMS  International  (MHP)  103 
Mobility  International  USA  99 
Mobil  Oil  (MOB)  48 
Moody's  Investors  Service  (DNB)  8 
39 

Morgan  Stanley  (MS)  30, 58 
Motorola  (MOT)  12 
Mpath  Interactive  73 

N 


National  Semiconductor  (NSM)  58 

NBA  72 

NetPlay  73 

New  Line  Cinema  73 

News  Corp.  (NWS)  48 

New  York  Knickerbockers  72 

Nextrend  46 

Northwest  Airlines  (NWAC)  50 
Novell  (NOVL)  48 

O 


Occidental  Petroleum  (OXY)  42 
OEC  Medical  Systems  (OXE)  91 
Olympic  Airways  50 
Oppenheimer  82 

P 


Pacific  Growth  Equities  91 
Pacificorp  91 
Packard  Bell  NEC  58 
Packard  Instrument  85 
Paramount  Pictures  80 
PepsiCo  (PEP)  48 
Pittsburgh  Pirates  6 
Plymouth  73 
PointCast  48 
Princess  Cruise  Line  99 


Promise  Keepers  92 
Protection  One  (ALRM)  91 

R 


Regina  Tours  92 
Renault  52 
Republic  Industries 
Richards  (RIG.)  86 
Robertson  Stephens  91 
Royal  Canbbean  Cruises  (RC 
Russell  Reynolds 
Ryanair  50 

S 


Sabena  50 
SAS  50 

SC&T  International  86 
Schroder  Wertheim  70 
Shawmut  National  42 
Shell  Oil  (RD)  48 
Siemens  50 

Silicon  Graphics  (SGI)  98 
Skoda  52 
Sober  Vacations  92 
Sony(SNE)  80 
Soundview  Financial  6 
Southwest  Airlines  (LUV)  50 
Sovereign  Equity  Managemer 
Starbucks  (SBUX)  48 
Star  Enterpnse  48 
Sun  Microsystems  (SUNW)  4 
Swissair  50 
Sybase (SYBS)  34 


TAT  50 
Teledesic  48 
Templetnn  Tours  92 
Texaco  (TX)  48 
Thomsori-CSF  57 
5Com  (COMS)  58 
3D0  73 
Thyssen  53 

Total  Entertainment  Network 
Toyota  (TOYOY)  46 
Transonic  Systems  94 
Traveling  Software  58 
Travel  Turtle  Tours  92 
Tucker  Anthony  39 
TWA  (TWA)  48 
Tyco  International  (TYC)  48, 

U 


laiffil 


tSs.  He 


UBS  Securities  76 
Umbiquity  86 
Union  Pacific  (UNP)  42 
United  Airlines  (UAL)  50 
Universal  Studios  80 


•rs 


Viacom  (VIA.B)  8 
Virgin  Express  50 
Visa  38 

VLSI  Research  58 
Volkswagen  52 

W 


Walking  the  World  92 
Wal-Mart  Stores  (WMD  38 
Walt  Disney  (OlS)  42 
Ward  Howell  8 
Wasserstein  Perella  80 
Western  Resources  (WR)  48, 
Wild  Women  Adventures  92 
WMX  Technologies  42 
Woodswomen  92 
WorldCom  (WCOM)  76 
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avestment  Figures  of  the  Week 


^OCKS 


S&P  500 

dar  Sept. 


%  change 


Mar.  Mar.  12-18 


i 


■  790 
785.77 
:  780 


2-week  change 
20.9% 


1  -week  change 

-2.3% 


)MMENTARY 

flation  fears  roiled  the  mar- 
ts. A  larger-than-expected 
lin  in  retail  sales  sent  the 
iw  plunging  160  points  early 
the  week — the  index's 
rgest  drop  in  almost  eight 
onths.  Meanwhile,  the 
ospect  of  a  rate  hike  sent 
s  30-year  Treasury  bond  yield 
I  7  basis  points,  to  6.95%.  A 
N  days  later,  an  uptick  in  the 
nsumer  price  index  and 
iskly  average  earnings  sent 
3  Dow  down  again,  with  tech- 
logy  and  bank  stocks  pac- 
3;  the  decline.  The  tech-heavy 
5DAQ  Composite  lost  4.2%  for 
e  week. 


TEREST  RATES 


rREASURY  BOND  INDEX 

Aar.    Sept.    Mar.  Mar  12-18 


2-week  change 

3,7  =  .= 


;  1470 
:  1455.48 


1  week  change 

-1.0% 


U.S.  MARKETS 

Latest 

Week 

Year 

Dow  Jones  Industrials 

6877.7 

-2.3 

21.6 

NASDAQ  Combined  Composite 

1249.3 

-A.2 

12.3 

S&P  MidCap  400 

258.9 

-2.7 

11.7 

S&P  SmallCap  600 

141.1 

-A.O 

11.6 

S&P  SuperComposite  1500 

168.1 

-2.4 

19.3 

SECTORS 

Latest 

%  change 
Week  Year 

Bloomberg  Information  Age 

229.8 

-3.1 

12.9 

S&P  Financials 

90.8 

^.6 

37.6 

S&P  Utilities 

192.9 

-0.7 

0.5 

PSE  Technology 

241.3 

-5.9 

14.4 

FOREIGN  MARKETS 

Latest 

%  change 
Week  Year 

London  (FT-SE  100) 

4332.2 

-2.0 

17.3 

Frankfurt  (DAX) 

3315.9 

-2.9 

33.0 

Tokyo  (NIKKEI  225) 

18,493.7 

1.7 

-9.5 

Hong  Kong  (Hang  Seng) 

12,651.4 

-3.6 

16.3 

Toronto (TSE  300) 

6089.0 

-2.7 

22.6 

Mexico  City  (IPC) 

3867.2 

2.9 

28.7 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1.86% 

1.81  % 

2.16% 

S&P  500  P/E  Ratio  (Last  12  mos. 

20.8 

21.4 

19.0 

S&P  500  P/E  Ratio  (Next  1 2  mos.)*    1 6.6 

17.1 

NA 

First  Call  Earnings  Revision* 

-1.08% 

-0.93  % 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

715.1 

712.0 

Positive 

Stocks  above  200-day  average  67.0%  72.0%  Neutral 
Options:  Put/call  ratio  0.67       0.62  Neutral 

Insiders:  Vickers  Sell/buy  ratio       1.79       1.78  Positive 

Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 


BEST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Genl.  Merchandise  Chains 

15.4 

Shoes 

69.6 

Trucking 

14.9 

Oil  &  Gas  Drilling 

67.1 

Specialty  Retailers 

10.7 

Semiconductors 

64.1 

Specialty  Appar.  Retailers 

9.7 

Savings  &  Loans 

62.6 

Department  Stores 

6.7 

Invest.  Banking/Brkrge.  48.6 

WORST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Communications  Equip. 

-18.5 

Machine  Tools 

-26.6 

Engineering  &  Constr. 

-11.2 

Engineering  &  Constr 

-21.7 

Invest.  Banking/Brkrge. 

-10.9 

Broadcasting 

-17.4 

Semiconductors 

-10.7 

Gold  Mining 

-17.1 

Computer  Systems 

-9.6 

Steel 

-14.6 

BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

IBM 

139^/8 

-4'/4 

Texas  Instrument 

80 

-3V2 

General  Electric 

103 

-4V2 

Procter  &  Gamble 

124'/4 

-2 '/a 

Exxon 

101  V4 

-2 

Teva  Pharmaceutical-ADR 

53'=/!  6 

-6^2 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Microsoft 

99^/8 

2V8 

Amgen 

60 

5/8 

Republic  Industries 

34  V4 

V4 

C-Cube  Microsystems 

26  V8 

'/8 

Monsanto 

41% 

4 

L.M.  Ericsson-ADR 

33^/4 

1  V4 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


:  Bloomberg  Financial  Markets 


MONEY  MARKET  FUNDS 

4.96 

4.95 

4.87 

Taxable  equivalent  yields  on  AAA-rated.  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

5.29 

5.21 

5.19 

assuming  a  31%  federal  tax  rate. 

10-yr.  bond 

30-yr.  bond 

6-MONTH  BANK  CDS 

5.04 

5.03 

4.81 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.76 

5.71 

5.47 

GENERAL  OBLIGATIONS 

4.94% 

4.89% 

5.54% 

5.49% 

10-YEAR  TREASURY  NOTES 

6.73 

6.60 

6.41 

PERCENT  OF  TREASURIES 

73.33 

74.03 

79.34 

79.79 

30-YEAR  TREASURY  BONDS 

6.98 

6.87 

6.70 

TAXABLE  EQUIVALENT 

7.16 

7.09 

8.03 

7.96 

LONG-TERM  AA  INDUSTRIALS 

7.44 

7.38 

7.29 

INSURED  REVENUE  BONDS 

5.07 

5.00 

5.79 

5.72 

LONG-TERM  BBB  INDUSTRIALS  7.80 

7.71 

7.71 

PERCENT  OF  TREASURIES 

75.26 

75.70 

82.92 

83.13 

LONG-TERM  AA  TELEPHONES 

7.64 

7.55 

7.63 

TAXABLE  EQUIVALENT 

7.35 

7.25 

8.39 

8.29 

QTUAL FUNDS 


iSP  500**  8M  U  S  Diveisified  «  All  Equity 
;ek  total  return        52-week  total  return 
  2    I   30 


Morningstar,  Inc. 


EQUITY  FUNDS 
Leaders 

Four-week  total  return 

American  Heritage  23.0 

Tocqueville  Intl.  Value  6.9 

Fidelity  Sel.  Retailing  6.8 

Goldman  Sachs  Sm.  Cap  A  5.3 

United  Svcs.  China  Reg.  Op.  5.2 

Leaders 

52-week  total  return  % 

Vontobel  Eastern  Euro.  Eq.  58.4 

Morgan  Stan.  Inst.  Lat.  Am.  A  55.6 

State  St.  Res.  Glob.  Res.  A  54.6 

Morgan  Stanley  Latin  Am.  A  54.3 

Delaware  Pooled  Real  Estate  48.6 


Laggards 
%   Four-week  total  return  % 

Amerindo  Technology  D  -23.1 

Calvert  Strat.  Growth  A  -20.6 

Van  Wagoner  Post-Venture  -17.7 

Am.  Cent.-20th  C.  Gittrust  -17.0 

Am.  Cent.-20th  C.  Vista  -16.0 


Laggards 

52-week  total  return 


Steadman  Technology  Grth. 
United  Svcs.  Gold  Shares 
Matthews  Korea 
DFA  lapanese  Small  Co. 
Fidelity  Japan  Small  Co. 


-40.5 
-36.6 
-33.1 
-33.1 
-31.9 


EQUITY  FUND  CATEGORIES 
Leaders 

Four-week  total  return  % 


Laggards 

Four-week  total  return  % 


Real  Estate 
Europe 
Unaligned 
Precious  Metals 
Foreign 

Leaders 

52-week  total  return 


1.7  Technology 

0.4  Small-cap  Growth 

-0.3  Mid-cap  Grovrth 
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Real  Estate  36.0  Japan  -15.5 
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Financial  33.2  Diversified  Pacihc/Asia  0.5 
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Editorials 


IT'S  A  WHOLE  NEW  BALL  GAME,  MR.  GREENSPAN 


Anew  business  cycle  is  shaping  the  U. S.  economy.  Wondei' 
why  inflation  is  so  low  after  six  yeai's  of  expansion?  Can't 
reconcile  annual  growth  of  over  3%  with  falling  producer 
prices?  Know  how  to  connect  low  5%  unemployment  and  slow- 
gi-owing  unit  labor  costs?  These  mysteries  can  be  explained 
largely  by  the  emergence  of  a  different  kind  of  cycle,  one 
dominated  by  infonnation  technology.  The  Federal  Reserve 
should  take  note.  Policy  actions  based  on  traditional  analyses  of 
the  economy  may  now  have  unintended  consequences.  Viewed 
through  this  new  analytical  lens,  the  economy  may  be  a  lot 
more  fragile  than  previously  believed.  A  mistake  in  over- 
tightening might  plunge  it  into  an  unanticipated  recession. 

The  business  cycle  changed  under  our  noses.  Suddenly 
computers,  software,  and  communications  became  the  engine 
of  expansion,  replacing  autos  and  housing.  In  the  past  three 
years,  the  tech  sector  contributed  28%  of  the  growth  in  gdp, 
vs.  4%  for  cars  and  14%  for  housing  (page  58). 

There  are  two  major  implications.  First,  there's  less  of  an 
inflationary  thi-eat  than  under  previous  cycles.  A  deflationary 
boom  characterizes  the  high-tech  sector,  with  falling  prices 
generating  higher  sales  and  profits.  Rising  wages,  in  particu- 
lar, have  a  far  less  inflationary  impact  in  this  cycle.  The 
biggest  wage  gains  in  the  economy  are  in  softwai'e  and  com- 
puters— precisely  where  prices  are  falling.  Alan  Greenspan  has 
suggested  low  wage  inflation  may  be  temporary,  as  once- 
anxious  woi'kers  gain  confidence  in  tight  labor  markets  and  de- 
mand more  money.  Maybe,  but  as  the  tech  sector  expands,  ris- 
ing incomes  matched  by  higher  productivity  will  not  lead  to 
more  inflation — ^just  a  better  standard  of  living. 


In  the  short  teijn,  however,  there  is  danger.  The  busin( 
cycle  is  clearly  not  dead,  just  changed.  In  fact,  a  cycle  doi 
nated  by  high  technology  can  be  more  volatile  than  the 
based  on  traditional  industries.  Past  high-tech  expansioi 
such  as  the  building  of  the  railroads  in  the  late  19th  centuj 
led  to  thi'ee  decades  of  strong  gi'owth.  But  there  were  two 
nancial  panics  followed  by  serious  recessions  along  the  waj^ 

It  can  happen  again,  and  soon.  There  is  some  evidence  tJ 
the  current  cycle  may  already  be  peaking,  and  a  high-te 
slowdown  may  be  under  way.  Consumer  spending  on  co 
puters  is  rising  at  its  lowest  rate  since  1992.  Unfilled  ( 
ders  for  information  technology  equipment  are  falling.  Ser 
conductor  sales  are  down.  Technology  stocks  have  turn 
weak.  Beneath  the  strong  macroeconomic  numbers,  the  hig 
tech  driver  of  the  new  business  cycle  appears  tired. 

All  the  more  reason  for  caution  by  the  Fed.  Relying  on  ti 
ditional  business  cycle  measures,  such  as  housing  starts  a: 
retail  sales,  may  lead  to  false  impressions  of  strength.  V 
is  needed  is  a  new  series  of  measurements  that  track  t 
high-tech  business  cycle  as  well  as  the  traditional  econom 

It  may  be  that  current  weakness  in  high  technology 
merely  temporary.  Perhaps  in  the  coming  months,  the  glo 
economy  will  pick  up  the  slack  in  the  high-tech  sector,  or  t 
decline  in  domestic  demand  vdll  turn  out  to  be  no  more  th 
a  seasonal  blip.  But  if  the  high-tech  business  cycle  is  a 
rapidly  underneath  the  current  gloss  of  positive  econo 
numbers,  then  the  Fed  had  better  be  cautious  in  its  actio 
Interest-rate  hikes  big  enough  to  puncture  a  "balloonin 
stock  market  just  might  deflate  an  entire  economy. 


THE  CORROSIVE  POWER  OF  MONEY  POLITICS 


Corporate  America  has  it  half  right,  a  new  business 
WEEK  poll  shows  that  a  CEO  backlash  is  building  up 
against  soft-money  campaign  contributions.  Shaken  down 
by  both  Republicans  and  Democrats  in  the  1996  election 
for  over  200  million  soft  dollars — triple  the  take  ft'om  1992 — 
chief  executives  are  starting  to  think  about  just  saying  no. 
Some  already  have. 

That's  all  to  the  good — but  not  nearly  good  enough.  CEOs 
complain  that  politicians  control  the  uni'estricted  funds  and  use 
them  for  all  kinds  of  purposes  and  candidates.  Execs  favor 
more  direct  giving.  They  want  to  raise  the  $1,000  limit  on  in- 
dividual contributions  and  retain  the  $5,000  limit  on  corpo- 
rate political  action  committee  donations,  both  of  which  go 
directly  to  candidates.  That  way,  top  executives  get  to  target 
the  money  and  control  its  impact. 

In  a  nutshell,  CEOs  want  moi-e  bang  for  the  buck.  But  they 
still  see  nothing  wrong  with  buying  access  to  and  influencing 
politicians.  There's  the  mb.  Public  cynicism  about  the  political 
process  is  soaiing.  Fewer  and  fewer  people  bother  to  vote  be- 


cause they  believe  they  cannot  compete  against  powerful  sp 
cial  interests. 

The  danger  is  that  the  U.  S.,  through  the  campaign 
nance  process,  is  slowly  moving  down  the  shppeiy  slope 
Third  World  political  corruption.  As  it  nags  China  and  otb 
nations  to  follow  the  rule  of  law  and  build  transparency  in 
their  economic  systems,  Washington  is  shifting  to  a  kind 
political  system  that  has  besmirched  Italy,  Koi'ea,  and  Japs 
for  decades.  Money  politics  is  bad  not  only  for  democracy  b 
for  economic  gi'owth  as  well.  When  contributions — not  coi 
petition — rule,  the  efficiency  of  market  capitalism  suffers. 

As;  long  as  government  regulates  and  taxes,  corporations  ai 
private  citizens  have  a  right  to  be  heard.  But  the  notion  th 
donations  legitimately  buy  that  right  is  con-osive.  The  campaij 
finance  issue  is  not  one  of  efficiency  but  of  equity  and  faimes 
The  public  ah'eady  despises  its  political  leaders  because 
doesn't  trust  them  to  do  the  right  thing  for  the  commonwe; 
It  is  just  a  short  step  to  disliking  corporate  executives  who 
nance  politicians  in  exchange  for  access  and  favors. 
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AFTER  IDENTIFYING 
WHAT  THIS  WAS, 
JEEP  ENGINEERS 
MASTERED  IT 


Obviously  our  engineers  spend  most  of  their 
time  oif-road.  However,  all  that  off-road  expertise 
makes  handling  the  hard,  smooth  stuff,  well, 
easy.  The  latest  example  of  all  that  engineering 
expertise  —  the  Jeep.  Grand  Cherokee  TSi. 

What  youil  notice  first  about  the  TSi  are  the 
aggressive  16-inch  alloy  wheels  fitted  with  high- 


performance  Goodyeaf '  Eagle  LS  tires,  a  setup  ua 
reserved  for  those  autobahn  cruisers. 

Step  inside  and  you'll  find  perforated  led 
faced  seats,  a  10-way  power  drivers  seat,  and  ] 
controls  located  right  on  the  steering  wheel. 

When  you  eventually  tire  ol  all  that  civi 
driving,  take  the  TSi  off-road.  Reinember,  Q 


Always  wear  your  seat  belt.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


Mbbb  Wt-bK 
Apr  i  1  7 
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Wanna  play  a  game? 
How  did  Nintendo  launch  the  first 
64-bit  video  game  system... 


For  a  chance  to  win  a  Nintendo  64  game  system,  v,s,t  www.as400.,bm.com/nintendo. 


and  ship  over  350,000 
units  in  record  time? 


AS/iOO  Advanced  Series 

6  l-l)it  te('hju)l()«:v 
helped  Nintendo  with  one 
of  the  most  sueeesslul  launches 
in  video  game  history. 

i\ii}l('iiil(>  (  li'dlcd  llic  \  'iiitci\(lii  (>  I 
s\  slciii-ilic  ()  l-hil  l  idco  ^(iiiic  iikk  liinc 
n  illi  iuii)(l-hciulii}y:  'M) ^r(ij)l\i(  s  lliat  iiuike 
for  (in  (uicsnmc  j)l<i\inii  cxpci  icncc. 

Anlicijxuinii  liii^c  imiiliK  I  (IciikiikI. 
Nintendo  of  lincriai  Im  .  iijii^nidcd 
its  (uiloiiKilcd  dislrihnlinii  jut  ilily  to 
AS/ 11)0  Ulntnicd  Scries  ii  illi  (>  l-hil 
IxISC.  Icchnoldi:^.  II  liich  on  licslnUcd 
die  iclrici  nl.  piK  L  iiii:.  sliippiiiii  and 
n'rijicdlinii  for  all  orders,  liid  iinide  if 
j)()ssil)le  for  \inleiid(>  iif  imeriid  losliip 
orer  -iilUXII)  tinils  of  die  s\  sieiii  to 
dieir  reldilers  in  record  lime. 

I  Ion  (ird  liiniiocn.  I  I'  of  InfornKnion 
Scrrices  jor  \inlendo  oj  iiiierien.  s(i\,  s. 
"I'A  t'ry  d(t\  I  hel  oni  Imsiness  on  IS/ 11)1). 
M(in\  n  ords  eoine  lo  mind -leodini^  edi:e, 
mission  ( rilietd.  ojien  system.  reliiil>ilit\: 
cost  ejjective.  and  most  of  nil.  competitiic 
(idniiUdiie.'  Or  (IS  Mario  iionld  say. 
••)(i(ill()()!  )aaH  I  I/"" 

III  fnul  on!  lion  iS/IDI)  Idranccd 
Series  can  lieiji  your  Imsiness  irin.  call 
1 111)0  IBM-2  Kill.  CXI.  /;  1211. 
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Health  Care 

Developing  medicines 
to  fight  disease 
is  our  top  priority  at  Hoechst. 


Nutrition 

Advanced  crop  protection 

promotes  good 
harvests  and  respects  nature. 


Industry 

New  materials  are  important 

pacesetters  for 
progress  and  quality  of  life. 


Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  9627 

Kansas  City,  MO  64134-0627 
http://www.hoechst.com 


AgrEvo  USA  Company 
271 1  CenterviUe  Road 
Wilmington,  DE  19808 


Hoechst  Celanese  Qorp. 
P.O.  Box  2500 
Somerville,  NJ  08876-1258 


2er  size  to  succeed 


o 


echst. 


Markets  are  becoming  more  global 
and  more  competitive  every  day. 
That's  why  it  takes  more  than  size 
alone  to  meet  tomorrow's  challenges. 

Progress  in  medicine,  environmen- 
tally sound  crop  protection  products 
and  advanced  materials  call  for  a  broad 
scientific  base.  But  innovative  prob- 
lem-solving can  only  be  achieved 
through  close  cooperation  with  our 
customers. 

By  reorganizing  the  group  into 
independent  companies  active  in  the 
fields  of  health  care,  nutrition  and 
industry,  we  have  prepared  the 
ground  for  meeting  the  growing 
needs  of  these  markets. 

Oiu-  aim  is  to  join  with  our  custom- 
ers in  finding  new  ways  to  improve 
the  quality  of  life,  at  the  same  time 
conserving  energy  and  raw  materials. 


Hoechst  is  an  international  group  of 
companies  spearheading  innovation 
in  health  care,  nutrition  and  industry. 
With  a  staff  of  145  000  people  world- 
wide, annual  sales  total  $36  billion. 


Finding  new  ways. 


Hoechst 
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BROADCAST  NEWS 

RUSH  FACES 
A  REBELLION 

RUSH   LIMBAUGH,  BELOVED 

by  his  right-leaning  "ditto- 
heads,"  is  losing  the  affections 
of  some  of  the  660  radio  sta- 
tions that  carry  his  show. 
That's  because  his  company, 
EFM  Media,  has  jacked  up  the 
fees  the  stations  pay. 

He  will  lose  some  40  sta- 
tions, says  media  consultant 
Michael  Harrison,  who  esti- 
mates that  EFM  pocketed  up 
to  $25  million  in  fees  in  1996. 
Some  station  execs  predict 
several  dozen  more  exits  as 
annual  contracts  come  up. 


LIMBAUGH:  Pricier 

WAY Y- AM  in  Eau  Claii-e, 
Wis.,  is  pulling  Lim- 
baugh  on  June  13 
when  the  fees  go  from 
$5,000  yearly  to 
$35,000.  Says  General 
Manager  Marty  Green, 
whose  station  has  car- 
ried Limbaugh  since 
1990:  "We  feel  be- 
trayed. We  spent  thousands 
of  dollars  on  TV  and  bill- 
boards to  promote  Rush." 

Limbaugh,  whose  show 
has  aired  since  1988,  used  to 
provide  it  for  free,  earning 
money  from  commercial  slots 
he  sold.  Four  years  ago,  he 
also  began  asking  for  the 
fees,  a  practice  found  only 
among  such  heavies  as  Don 
Imus  and  Howard  Stern. 
Limbaugh's  people  say  their 
research  shows  many  sta- 
tions are  charged  too  little.  If 
stations  can  show  how  the 
research — based  on  a  sta- 
tion's demographics  and  rat- 
ings— is  wrong,  says  efm 
partner  Stuart  Krane,  "we'll 
back  right  up."  Rush  won't 
comment.       Roy  Furchgott 


THE  LIST  I  CORPORATE  IDENTITY 


WHAT  ARE  THE  BEST  BRANDS? 

1996  1995 


Ford's  profit  margms 
may  be  slumping,  but 
to  consumers,  Ford 
comes  out  as  the  best 
U.  S.  brand.  In  a  sur- 


1997 


1. FORD 

3 

2 

2.  GENERAL  MOTORS 

4 

4 

3.  SONY 

1 

3 

4.  PROCTER  &  GAMBLE 

5 

8 

5.  GENERAL  ELECTRIC 

2 

1 

6.  CHEVROLET 

6 

8 

7.  COCA-COLA 

8 

23 

8.  KELLOGG 

25 

7 

9.  CAMPBELL  SOUP 

19 

21 

10.  PEPSI-COLA,  JOHNSON 
&  JOHNSON,  AT&T 

vey  asking  for  sponta- 
neous replies,  the  pub- 
lic gave  some  names 
that  aren't  even  strictly 
brands.  For  example: 
General  Motors  (No.  2), 
which  owns  brands. 
However,  the  poll  con- 
firms the  tenet  that  a  strong  corporate  identity  helps 
a  brand. 


From  a  telephone  poll  of  1,005  adults 

DATA:  LOUIS  HARRIS  &  ASSOCIATES  INC. 


TALK  SHOW  UHome  Depot's  glass  ceiling  began  with  a 
glass  basement.'' 

— Gregory  Stewart,  gev.eral  counsel for  the  U.  S.  Equal  EmpkA 
merit  Opportunity  Commission,  intervening  in  a  sex-bias  suit\ 

SPORTS  BiZ 

THE  UPSTART  RACERS  EAT  SOME  DUST 


the  big-name  race  car 
drivers  have  pulled  far  ahead 
of  the  rival  circuit  sponsored 
by  the  owners  of  Memorial 
Day  weekend's  fabled  Indi- 
anapolis 500.  The  Indianapolis 
Motor  Speedway's  owners 
started  their  own  Indy  Rac- 
ing League  a  year 
ago,  setting  up  races 
nationwide. 

But  the  Champi- 
onship Auto  Racing 
Teams  (cart),  featui-- 
ing  such  stars  as  Al 
Unser  Jr.  and 
Michael  Andretti, 
bagged  $331  miUion 
from  sponsors  in 
1996,  vs.  $26  million 
for  the  Indy  group, 
says  the  ieg  consulting  firm. 
And  in  1997,  IEG  projects  that 
cart  will  bring  in  $387  mil- 
hon  and  Indy  $30  million. 

The  lure  of  cart's  top- 
name  drivers  has  kept  its 
gilded  list  of  sponsors  intact. 
Some  are  increasing  their  in- 
volvement. MCI  Communica- 


tions has  unveiled  its 
Million"— a  $1  million  b^ 
for  the  driver  winning 
specific  races.  At  least 
year,  cart  won't  hold  a 
race  on  the  same  day  as| 
Indy  500.  Last  time,  the 
TV  I'atings  dipped  20%  | 


INDY  '96:  TV  ratings  wei'c  doirti 


cause  of  the  cart  event 
CART,  vi^hich  will  run  17  rt 
this  year,  is  expansion-mi 
ed:  To  reach  internatio 
sponsors,  it  started  a  rac( 
Brazil.  Tlie  Indy  group,  wl 
has  seven  races  plus  the 
says  its  efforts  will  even 
ally  pay  off.        Bill  Koe 


PAPER  PLAYS 

A  BOUTIQUE  POACHES 
ON  MERRILL'S  TURF 

HERB  ALLEN  IS  BEST  KNOWN 

as  a  media  matchmaker,  ad- 
vising Westinghouse  on  its 
purchase  of  cbs  and  Sea 
gram  on  buying  MCA. 
But  now  he  has  startled 
Wall  Street  by  an-ang- 
ing  one  of  the 
biggest  private  secu- 
rities sales  in  recent 
times:  $1.1  billion 
worth  of  new  stock 
for  Wayne  Huizen- 
ga's  Republic  Indu.s- 
tries.  The  buyers 
were  several  of 
Allen's  institutional  ' 
clients,  notably  ALLEN: 
Delaware  Manage- 
ment  and  Alliance  Capital. 

The  deal  is  a  monster  in 
the  realm  of  private  place- 


ments, which  bypass  pul 
markets.  It  surpasses  the 
billion  in  bonds  Meirill  Lyi 
sold  for  Sakura  Capital  Fu 
ing  Caymans  in  early  Mar 
Huge  private  placeme 
are  usually  done  by  full 
vice  Wall  Street  houses  w 
then-  aiTnies  of  analysts 
investment  bankers.  1 
cording  to  idd  InfoiTnat 
Service,  Merrill  is 
leader— $27  billi 
raised  in  19 
Allen  &  Co.  (ji 
175  employees) 
done  small  priv; 
placements  in  t 
past,  around 
million  or  so  eai 
Now,  it  intends 
leverage  its  ext( 
sive  contacts,  su 
as  Huizenga 
move  into  this  area  big-tin 
Allen  has  advised  Huizen 
since  the  mid-'80s. 


Wayne's  pal 


LOOKING  SHARP  IN  THE  OFFICE 


Why  work  our.'  .1  w  raparound  Tummy  Tucker  keeps  vou  looking 
Jit  even  when  you  aren't.  Laugh  at  vour  coworkers  as  they  stupidly  trudge  ojj  to  the  gym. 


Take  years  ojf  your  looks  nlfh" miraculous  Han-In  -.A-Can.  Soon 
you'll  be  joining  others  in  telling  side-splitting  "baldy"  jokes.  And  look  shaip  doing  it! 


Use  Microprint  one.  The  versatile  paper  that  works  like  a  jewel  in  faxes,  copiers  and 
printers.  And  because  your  documents  k'ok  good,  you'll  look  good.  Isn't  that  what  it's  all  about? 


Georpa  Pacific  Papers 

Microprint 

Any  machine... One  Paper. 


one" 


Available  at  Staples' 


Up  Front 


CONTINENTAL  RIFT 


ANOTHER  BLOW  FOR  MONETARY  DISUNITY 


EUROPEANS  ARE  NOT  ONLY 
squabbling  over  how  to  pre- 
pai'e  their  economies  for  a  sin- 
gle c-uiTency — called  the  euro 
and  likely  worth  a  little  more 
than  $1.  Now  they're  at  odds 
over  the  new  coins,  slated  to 
appear  in  2002.  There  will  be 
100  cents  to  the  euro. 

Sweden  insists  that  the 
coins  not  be  minted  out  of 
nickel.  That  metal,  Swedes 


claim,  causes  allergies  in  up 
to  20%  of  all  women.  But 
other  countries  want  to  melt 
down  existing  nickel  coins  to 
make  the  new  ones.  Plus, 
they  complain  that  Sweden's 
proposed  alternative,  an  al- 
loy, would  be  too  expensive. 

Germany,  meanwhile,  ob- 
jects to  a  proposed  nine-sided 
200  coin.  This  coin  is  de- 
signed to  help  the  Wind,  who 
might  otherwise  confuse  it 
with  the  round  one-eui"o  coin 
of  about  the  same  size.  But 
the  German  vending-machine 
industry  argues  that  the 
polygonal  coins  would  jam 
their  machines. 

European  Union  finance 
ministers,  meeting  recently 
in  Brussels,  were  unable  to 
break  the  impasse.  They  hope 
to  unveil  the  final  coin  de- 
signs in  June  at  an  Amster- 
dam summit.  Ah-eady,  the  de- 
signs for  euro  bank  notes 
have  been  widely  panned  for 
dullness.    William  Echikson 


SLUGFESTS 

BLACK  DAY  FOR 
AN  INK-JET  TITAN 

A  PRICE  WAR  MAY  BE  ON  THE 
way  for  ink-jet  printer  car- 
tridges. A  federal  judge  in 
Los  Angeles  recently  sent  a 
shock  wave  through  the  of- 
fice-supply industry  by  over- 
turning four  patents  for 
giant  Seiko  Epson's 
cartridges. 

This  provides  an 
opening  for  rival 
Nu-kote  and  other 
upstarts  to  sell 
cut-rate  cartridges 
for  computer  piintei-s 
from  Seiko  and  the 
other  big  boys  that 
dominate  this  $4  bil- 
lion-per-year  industry:  Canon, 
Ricoh,  and  Hewlett-Packard. 
The  major  players'  cartridges 
cost  about  $85;  the  small  fry 
sell  for  up  to  half  that  much. 

U.  S.  District  Judge  Teiry 


CARTRIDGE:  Freed 


Hatter's  decision  grows  out 
of  a  patent-infiingement  suit 
Seiko  filed  against  Nu-kote 
(the  other  three  big  outfits 
have  similar  actions  pending). 
The  comt  found  that  Seiko's 
patent  applications  were 
faulty  since,  among  other 
things,  the  cartridges'  Japan- 
ese inventors  hadn't  been  pro- 
vided with  translations  of 
some  of  the  supporting 
documents.  Seiko  has 
asked  the  judge  to 
reconsider  and 
vows  to  appeal  if 
he  doesn't. 

The  news  isn't 
totally  good  for  Nu- 
kote.  The  judge  has 
held  it  in  contempt 
of  court  for  violat- 
ing  a  1995  court 
order  not  to  sell  its  Seiko- 
compatible  cartridges  during 
the  litigation,  which  could  cost 
Nu-kote  millions.  Nu-kote 
plans  to  file  an  appeal. 
Stephanie  Ajiderson  Forest 


BABY  BUSTERS 

BLEEDING  HEARTS 
AT  B-SCHOOL? 

CARING,  SOCIALLY  CONSCIOUS, 

self-sacrificing.  Is  this  the 
new  MBA?  A  survey  of  over 
2,100  students  at  50  gi'adu- 
ate  business  programs  paints 
a  picture  stai'kly  at  odds  with 
the  breed's  self-centered, 
money-gi'ubbing  image. 

The  survey  finds  79% 
of  the  students  feel  a 
company  must  weigh  its 
impact  on  society — by  how 
it  deals  with  the  environ- 
ment, equal  opportunity, 
workers'  famihes,  and  oth- 
er such  issues.  Half  say 
they  would  accept  lower  pay 
to  work  for  a  company  they 
find  "very  socially  responsi- 
ble"; 43%'  claim  they  wouldn't 
work  for  an  employer  that 
isn't  responsible. 

Ti-ue,  these  future  execs 


aren't  oblivious  to  traditio 
precepts.  They  rank  custon 
responsiveness  as  the  t 
characteristic  of  a  well 
company,  followed  by  pn 
uct  quality.  Social  concei 
lag:  environmental  respo 
bility  is  12th;  community 
volvement,  15th.  The  surv 
by  Students  for  Responsil 
Business,  was  sponsored 


:i 
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such  companies  as  Kinko's.  le 
many  mbas,  says  the  surve; 
director,  Mark  Albion,  a  f( 
mer  Harvard  business  sch( 
professor,  "social  responsibi 
ty  is  not  just  a  nice  thing 
do."  Keith  Hammon 


THE  BIG  PICTURE 


HEALTH-CARE  PROGNOSIS 

Even  with  slower  growth, 
health  costs  account  for 
an  increasing  share  of 
the  economy.  By  2025, 
with  the  number  of  75- 
plus  Americans  V^'^ 
expected 


|5perls  \ 

oil  will 


NATIONAL  HEALTH-CARE 
EXPENDITURES 


to  grow  two- 
t   thirds,  to  25  million, 
the  trend  is  likely 
to  continue. 


BILLIONS  OF  OOLURS 

DATA  DELOinE  S  TOUCHE  LLP,  VHA  INC 


FOOTNOTES  White-collar  workers  who  were  earning  more  than  $60,000  when  laid  off  in  1986:  28%;  in  1996:  60% 
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itranets  like  DIGITAL. 

That's  because  DIGITAL  has 
had  more  experience  building 
Windows  NT  intranets  than  any- 
one else.  In  fact,  we've  already 
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servers,  serving  thousands 
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Windows  NT  intranet, 
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AT  THE  TOP  OF  THE  HEAP-AGAI^ 


At  BUSINESS  WEEK,  we're  veiy 
proud  that  we're  the  best-sell- 
ing business  magazine  in  the 
world.  One  reason,  of  coiu-se,  is  that 
we  always  strive  to  offer  the  best 
stories — onginal,  smart,  probing,  and 
insightful.  So  it's  gi'atifying  when  we 
receive  word  that  we  are  doing  oiu- 
job  with  great  distinction. 

This  year,  once  again,  we  are  hon- 
ored to  learn  that  business  week 
has  been  named  a  finalist  foi-  general 
excellence  in  the  National  Magazine 
Awards.  Like  the  Oscars  for  Holly- 
wood or  the  Pulitzers  for  newspa- 
pers, this  is  the  biggie  in  the  maga- 
zine world.  We're  in  good  company: 


broke  the  story  of  widespread  sexu; 
harassment  at  Astra  USA,  the  U.  ^ 
affiliate  of  the  Swedish  phanmaceutic; 
giant.  The  story  resulted  in  the  in 
mediate  ouster  of  ceo  Lars  Bildmai 
who  was  also  indicted  for  ft-aud  jus 
last  week. 

Finally,  "Inside  Microsoft,"  b 
Kathy  Rebello,  told  the  story  of  ho^ 
Bill  Gates  didn't  see  the  Interne 
coming — and  had  to  chart  a  sudde 
new  course  for  Microsoft  Corp.  A 
example  of  naiTative  stoiytelling  a 
its  very  best. 

This  latest  nomination  extends  ou 
remarkable  record  of  consistenc 
in  the  National  Magazine  Award 


BusinessWeek 


Two  men  appeared  at  the  office  of  the 
CEO  of  a  small  Manhattan  brokerage. 
They  took  him  for  a  TIffi 
walk.  One  of  ■■Jf^Wfc 
themenstucka  Mil  IK 
gun  in  his  ribs.  IvIimP 
'From  noiy  on,' ,  OM  ' 

he  was  told,  IMf  M  |  ■  ' 
'you'll  be  WALL 
retailing  all-  IZScXS 
of  our  stock.'  SlIttET 


May  IS,  1996 


July  15,  1996 


Dec.  16,  1996 


The  other  finalists  for  the  general- 
excellence  award  for  magazines  with 
circulations  of  more  than  1  million 
are  Discover,  Entertainment  Week- 
ly, Sports  Illustrated,  and  Vanity 
Fair.  The  winner  will  be  announced 
on  Apr.  30. 

We  were  cited  for  the  three  issues 
shown  here.  In  "The  Mob  on  Wall 
Street,"  by  Gary  Weiss,  we  broke  the 
story  of  how  organized  crime  has  in- 
filtrated the  market  for  small-cap 
stocks.  Just  last  week,  the  nasd,  cred- 
iting BUSINESS  WEEK,  announced  an 
investigation  into  the  very  companies 
and  dealers  we  discussed. 

In  another  investigative  story, 
"Abuse  of  Power,"  Mark  Maremont 


BUSINESS  WEEK  has  been  a  finalist  ii 
the  general-excellence  category  f 
times  in  the  past  6  years  and  8  timet 
in  the  past  IL  We  won  the  prize  ir 
1994  and  1996.  Few  other  magazines 
match  our  record  of  achievement 
and  no  other  business  magazine  ever 
comes  close. 

It's  nice  to  win  piizes,  and  we're 
certainly  proud  of  our  record  of  joui' 
nali.stic  excellence.  But  the  real  win 
ner  is  you,  the  reader.  Thanks  foi 
your  support  and  loyalty. 

Editor-in-Chie 


Business  Week 
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How  do  we  bring  our  customers  one  of 
the  lowest  electric  costs  In  America? 

We  follow  a  simple  pattern.  We  cut  costs  and  tailor  our  business  to  run  more  efficiently.  As  a  result  our  prices  are  16%  belovv'  , 
the  national  average  and  among  the  lowest  in  the  nation.  Which  is  something  that  suits  our  3.6  million  customers  perfectly; 
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Energy  to  Serve  Your  World 


Powered  By  Motorola." 


Universal  Remote 

Motnrob  integrated  chip  sets 
put  the  pinvcf  in  iniit  •trs^il  remotes. 
And  snurte}'  reimite  a  mtrols  mean 
you  can  control  V'CRs,  TVs  and 
Audio  systetns  tilth  pist  one  touch. 


AN  Receiver  Solutions 

Motorola  has  helped  to  bring 
professiiituil  aiidin  t?;/i;//A'  hmne  iinth 
Its  line  i>fl4-hit  DSTs.  And  that  gti'es 
you  the  capability  to  master  music, 
movies  and  games. 


Cordless  Phone 

Walkie  talkies  were  the  forerunners 
to  cnrdlcss  phiiiies.  Nmv  Motorola 
has  embedded  that  technology  into 
tcxhy's  ccmiless  phones,  ginng  you 
the  freedom  to  walk  and  talk. 


Anything  is  possible.  So  if  you  can  dream  it,  we  ain  help  you  do  it.  And  we're  in  the  business  of  taking  risks 
so  our  customers  don't  have  to.  In  fact,  we  continually  set  benchmarks  in  many  of  our  customers'  industries. 
Our  products  have  helped  make  everything  from  cordless  phones  and  video  games  to  the  next  generation  of 
flat-panel  plasma  displays  possible.  And  with  hundreds  of  devices  for  the  consumer  electronics  market, 
engineers  worldwide  are  realizing  the  infinite  possibilities  of  their  future.  From  Consumer  Electronics  to 
"Wired  and  Wireless  Communications,  Motorola  products  power  die  innovative  solutions  that  enable  your  success. 
Visit  us  at  http://www.motorola.com/sps/  or  call  1-800-521-6274  (Ref.  #297). 


MOTOROLA 

Semiconductor  Products  Sector 


What  you  never  thought  possible^ 
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TWO-TIER  MARKETING: 
THERE'S  MORE  TO  THE  STORY 

Very  interesting,  your  article  on 
"Two-Tier  Marketing"  (Cover  Story, 
Mar.  17).  Now,  wiiat  we  need  is  an  ex- 
planation of  why  the  U.  S.  is  becoming  a 
two-tier  society,  where  a  small  percent- 
age of  people  own  most  of  the  wealth 
and  a  larger  group  of  people  are  be- 
coming poorer. 

Corporate  America  might  want  to 
consider  its  role  in  all  of  this  and  begin 
to  assume  greater  social  responsibili- 
ty. How  about  making  major  invest- 
ments in  local  communities  with  some 
of  those  huge,  unprecedented  profits? 
How  about  extending  profit-sharing  to 
employees  who  are  not  executives  or 
managers?  Creative  two-tier  market- 
ing and  advertising  campaigns  are  not 
answers  but  symptoms  of  a  problem. 
Preserving  America's  precariously  bal- 
anced experiment  in  democracy  and 
capitalism  is  possible  only  if  those  with 
wealth  and  power  recogiiize  their  oblig- 
ations to  society  beyond  reverence  for 
the  Almighty  Buck. 

Yvette  N.  Tazeau 
San  Jose,  Calif. 

Your  stoiy  on  two-tier  marketing  is 
excellent.  It  emphasizes  the  need  for 
companies  to  target  theii'  markets  more 
selectively — specifically  their  product 
and  service  offerings.  Each  market  seg- 
ment has  its  own  needs  and  require- 
ments, and  a  company's  marketing  ef- 
forts must  vary  according  to  those 
customer  needs.  That  includes  price 
stiTictures  for  the  various  products  and 
services. 

I  would  like  to  have  seen  more  ref- 
erences in  the  stoiy  to  how  small-busi- 
ness owners  and  entrepreneurs  can  ap- 
ply these  concepts.  Not  everyone  can 
identify  with  a  Bloomingdale's  or  with 
commercials  on  Roseanne  or  Seinfeld. 
Yet  the  concepts  are  just  as  valid,  or 
even  more  vaUd,  for  small-business  own- 
ers. They,  more  than  anyone  else,  must 
be  able  to  segment  and  target  their 
markets  very  specifically  in  order  to 
stay  in  business. 

Richard  F.  Gerson 
Cleai-water,  Fla. 

THE  DOCTOR  EXAMINES 
SUMNER  REDSTONE'S  BURNS 

At  the  time  of  the  fii'e  in  wliich  Sum- 
ner Redstone  was  injured  ("Sumner's 
Last  Stand,"  Cover  Story,  Mar.  3),  I 
was  chief  of  Massachusetts  General  Hos- 
pital's Burn  Center.  As  someone  with 
considerable  knowledge  of  the  incident 


and  the  subsequent  serious  injuries  to 
Mr.  Redstone,  I  am  troubled  by  your 
version  of  the  particulars  of  the  "tale" 
surrounding  the  fii-e. 

The  distribution  and  depth  of  his 
burns — solid  facts — are  not  consistent 
with  your  published  comments.  Having 
already  sustained  severe  burns  to  his 
legs,  he  managed  to  get  to  a  window, 
open  it,  and  climb  out — supported  only 
by  a  ledge.  The  reason  his  right  arm 
was  burned  from  fingertips  to  shoulder 
and  his  left  arm  was  unhurt  was  be- 
cause he  clung  to  the  window  sill,  with 
his  right  aiTn  remaining  in  the  fii'e,  until 
help  arrived. 

During  a  four-month  period  under 
care,  he  undement  five  operations  last- 
ing up  to  TA  hours.  The  treatments, 
which  are  extremely  painful,  included 
skeletal  fixation  of  damaged  finger  joints 
as  well  as  dressing  changes,  skin  har- 
vesting, and  skin  gi'afting. 

Mr.  Redstone's  experience  on  that 
ledge,  in  the  hospital,  and  in  his  gener- 
ous support  of  Massachusetts  General 
Hospital's  Burn  Center,  is — in  my  opin- 
ion and  the  opinion  of  others — most  ex- 
traordinary and  a  tribute  to  the  in-e- 
pressibility  of  the  human  spirit. 

John  F.  Burke,  M.  D. 
Harvard  Medical  School 
Massachusetts  General  Hospital 
Boston 

DON'T  DEPEND  ON  OIL  TO  POWER 
US  INTO  THE  NEXT  CENTURY 

Paul  Craig  Roberts  ("Why  big  gov- 
ernment should  stop  picking  on  big  oil," 
Economic  Viewpoint,  Mar.  10)  is  connect 
to  project  a  sharp  increase  in  energy 
demand  in  the  21st  century.  A  large 
share  of  this  increase  will  be  in  the 
rapidly  growing  economies  of  the  de- 
veloping world. 

However,  his  suggestion  that  new  oil 
reserves  are  needed  to  prevent  wide- 
spread reductions  in  living  standards 
ignores  the  environmental  implications 
of  fossil-fuel  use.  Any  significant  rise  in 
the  use  of  fossil  fuels  will  increase  the 
atmospheiic  concentrations  of  the  gi'een- 
house  gases  that  cause  global  warming. 
The  potential  consequences — erratic 
weather  patterns,  crop  failiu'es,  and  ris- 
ing sea  levels,  to  mention  a  few — would 
have  serious  economic  and  social  con- 
sequences in  the  21st  centuiy. 

Recent  advances  in  renewable-enei-gy 
technologies  and  improvements  in  end- 
use  efficiency  offer  alternatives  to  ex- 
panded use  of  today's  inefficient  tech- 
nologies. We  need  to  ensure  that 
investments  made  today,  especially  in 
developing  countries,  are  in  energy  sys- 


CORRECTIONS  &  CLARIFICATIONS 

"Bottom  fishing  for  networking  stocks"  (Pe 
sonal  Business,  Mar.  24)  said  Premis; 
Communications  could  lose  Paradyne  In 
as  a  customer.  Premisys  says  its  sales 
Paradyne  are  assured  througfi  2000. 


tems  that  are  sustainable  through 
the  next  century  and  beyond. 

Anders  Wijkn  ' 
Assistant  Administra  i 
U.  N.  Development  Progi*  I 
New  Y(  '  1 

THE  WTO  MEANS  THE  END 
OF  U.S.  ENVIRONMENTAL  LAWS 

Your  commentary  ("Uncle  Sam  is 
playing  fair  with  the  WTO,"  Ne\ 
Analysis  &  Commentary,  Mar.  10 
about  the  U.  S.  boycott  of  the  Wo 
Ti-ade  Organization  dispute  panel 
U.  S.  economic  sanctions  against  Cub; 
ignores  an  important  point.  The  U 
can  boycott  a  panel  but  remains  po 
erless  to  stop  a  judgment  of  this  po 
erful  autocratic  bureaucracy. 

If  the  U.  S.  loses  this  dispute  (wh: 
is  likely),  it  will  have  three  choic 
change  the  law,  pay  the  Europe 
Union  comjjensation,  or  face  trade  sai 
tions.  The  wro  could  simply  direct  t 
EU  to  raise  tariffs  on  U.  S.  goods  fr( 
any  industry — agi'iculture,  motion  p 
tures,  automobiles,  etc.  Compensati 
would  be  the  amount  foreign  compan 
and  governments  are  "damaged"  by  t 
U.  S.  law.  Regardless  of  one's  opini 
on  the  Helms-Burton  Act,  this  pow 
of  the  WTO  raises  serious  concerns. 

The  first  wro  rating  was  against  n 
ulations  under  the  Clean  Air  Act.  Wit 
out  the  ability  to  stop  WTO  rulings, 
host  of  federal  and  state  consumer  a 
envii'onmental  laws  ai"e  at  risk,  indudi 
the  Nutrition  Labeling  &  Education  A 
federal  sea-turtle  protections,  state  a; 
federal  tolerances  on  lead  in  cerami( 
and  Cahfomia's  Safe  Diinking  Water 
Toxic  Enforcement  Act. 

Lori  Walla 
Direct  d 

Public  Citizen's  Global  Ti-ade  Wat  « 
Washingt( 

WHAT'S  BEST  FOR  CUBA: 
THE  CARROT  OR  THE  STICK? 

I  came  fi-om  Cuba  in  1961  at  16 
escape  an  oppressive  dictatorship  ("Ca  » 
tro's  Capitahst,"  International  Busines 
Mai-.  17).  I  believe  that  we  who  left  ma< 
the  right  decision.  But  many  of  us  agr( 


MORNINGSTAR     ^^-k^k^  RATING* 

lYEAR  5YEAR  LIFEOFFUND 


Dreyfus  Disciplined  Stock  Fund  2,7°°       ^16  82°''° 

AVERAGt   ANNUAl    TOTAL   RETURNS   AS   Of   l?-il-96  (IZ'Sl'S?) 

*Oveiall  Rating  among  1. 858  domestic  equity  funds  covering  5-year  period  ended  1-31-97- 


What's  better  than  a  tax-deterred  investment?  A  tax-deferred  investment  with  great  returns.  That's  what 
makes  the  Dreyfus  Disciplined  Stock  Fund  a  smart  choice  for  your  IRA.  In  fact,  you  just  might  want 
to  consider  consolidating  all  your  IRAs  with  Dreyfus.  Past  performance  is  no  guarantee  of  future  results. 

1.800.443.9794    ask  for  ext.    4  2  8  9 

VISIT  A  DREYFUS  FINANCIAL  CENTER  •  CALL  YOUR  FINANCIAL  ADVISOR  •  W W W. D R E Y F U S , C 0 M 


©reyfus 


To  discuss  tliis  Dreyfus  equity  fund,  or  others  with  different  investment  objectives  and 
performance  records,  call  for  a  Prospectus  containing  more  complete  information  including 
charges,  expenses  and  share  classes.  Please  read  it  carefully  before  you  invest.  Share  price  and 
investment  return  fluctuate  so  that  upon  redemption  a  shareholder  may  receive  more  or  less  than 
original  cost.  Financial  Advisors  may  make  available  the  Fund  s  Institutional  Shares  which  are 
subject  to  an  additional  fee  and  generate  'esser  returns.  Withdrawals  prior  to  age  59  1^2  may  be 
subject  to  a  IO%  penalty  tax.  Distributions  will  be  subject  to  current  income  taxes.  Morningstar 
proprietary  ratings  reflect  historical  risk-adjusted  performance.  They  are  subject  to  change  every 
month.  Ratings  are  calculated  from  the  funds'  3"-  5"  ^nd  lO-year  (as  applicable)  average  annual 
returns  in  excess  of  gO-day  Treasury  bill  returns  with  appropriate  fee  adjustments,  and  a  risk 
factor  that  reflects  fund  performance  below  gO-day  T-bill  returns.  The  Fund's  3-year  and  5-year 
Morningstar  ratings  as  of  I-31-97  were  five  stars  out  of  1.858  and  r.072  domestic  equity  funds, 
respectively.  The  Fund  received  a  5-star  rating  for  one  year.  The  l-year  rating  is  calculated  using 
the  same  methodology,  but  is  not  a  component  of  the  overall  rating.  The  top  IO%  of  the 
funds  in  a  ratings  universe  receive  five  stars  and  the  next  22-5%  receive  four  stars. 'Qfiggy 
Dreyfus  Service  Corporation.  Broker- Dealer.  Premier  Mutual  Fund  Services,  Inc.,  Distributor. 
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and  other  sound  business  reasons  Travelocity 


uses  Silicon  G  r ap h i c s  We b FO RC E  servers. 


ii'iilil 
m 

industry-leading  I/O  performance, 
lets   their   Web   site  handle 
anything.  And  because  Silicon 
draphics  oflers  the  widest  range 
of  compatible  servers,  they  can 
easily  scale  their  site  to 
handle  e\'en  more.  All 
f  which  means  that 

Travelocity  is  getting   W'^  SHiconGrap/lilk^ 

"      >         Computer  Systems  fenejiHi 

.1  lot  of  mileage  out  of 
our  servers.  You  can,  too.  For  more 

information  call  8  0 1) .  6  3  6  .  8  I  8  4 ,      see  what's  possibi 
Department  LS0071  or  visit  us  at 
www.sgi.com/Products/WebFORCE. 


When  your  Web  site  connects  directly 
to  the  system  that  books  nearh' 
one-third  of  the  world's  electronic 
travel  reservations,  your  servers  had 
lietter  be  accommodating.  Which  is 
why  SABRH'  Interactive 
chose  Silicon  draphics 
Webl  ()RC;F  servers  for 
their  Travelocity  '  Web 
site.  Our  WebFORCK 
servers  combine  64-bit  MIPS'  RISC 
microprocessors  with  the  highest 
data  throughput  in  the  market.  The 
revokitionarv  svstem  architecture,  with 
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www.travelocity.com 
www.nintendo.com 
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www.superpages.com 
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t  the  U.  S.  embargo  hmts  the  average 
ban  in  a  game  that,  after  almost  40 
ITS,  has  made  no  difference  except  to 
e  Castro  a  handy  call  to  arms. 
VIen  like  Ian  W.  Delaney  feed  on  the 
;ery  and  oppression  of  a  people  under 

boot  of  a  petty  dictator  As  for  his 
a  to  expand  tourism,  he  ought  to 
;k  to  his  knitting.  Tourism  is  not  the 
fine  for  economic  development  that 
ny  think  it  is.  Take  a  look  around 

Caribbean. 

rhe  day  Fidel  is  gone,  it  is  anyone's 
!ss  what  will  happen.  The  nature  of 
;ators  does  not  allow  for  smooth  suc- 
sions,  and  the  stronger  the  dictator- 
3,  the  more  violent  the  turnover.  All 
se  amoral  and  opportunistic  investors 
^et  that  economic  opportunity  must 
accompanied  by  freedom.  The  Chi- 
e  model  is  good  for  the  Chinese,  but 
aans  are  not  Chinese. 

Juan  A.  Vega  Sr. 
President 
U.  S.  Cigar  Distributors  Inc. 

Coral  Gables,  Fla. 
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Stuttering  Didn't 
Silence  His  Story* 


National  Stuttering 
Awareness  Week    May  12-18 


20/20's  John  Stossel  knows  news. 
He  also  knows  what  it's  like  to  deal 
with  a  stuttering  problem.  John  still 
struggles  with  stuttering  yet  has 
become  one  of  the  most  successful 
reporters  in  broadcast  journalism 
today. 

For  mote  information  on  what  you 
can  do  about  stuttering,  write  or 
call  toll-free: 


Stuttering 
foundation 
OF  America 

RlRMFRI.'i  sI'HFt  II  R  il.iNI  i.^ri'  iNof  A.MtUli  \ 

A  Non-Projit  Organization 
Since  1947 — Helping  Those  Who  Stutter 
3100  Walnut  Grove  Road,  Suite  603 
BoxII74Q  •  Memphis,  TN  38111 

1-800-992-9392 


MEMORIES  OF  SUMMER 

When  Baseball  Was  an  Art,  and  Writing  about  It  a  Game 

By  Roger  Kahn 

Hyperion  •  290pp  •  $23.95 


A  SPORTSWRITER 
HITS  A  GRAND  SLAM 


Roger  Kahn's  mother  hated  base- 
ball. So  when  the  boy's  father 
took  the  7-year-old  for  a  stroll 
th]'ough  Brooklyn  one  April  afternoon 
in  1934,  he  hinted  that  they  would  be 
heading  toward  the  Botanic  Garden, 
and  he  started  off  talking  about  ginkgo 
trees  and  sycamoi'es.  But  when  the  fa- 
ther turned  left  on  Bedford  Avenue, 
the  boy's  heart  leapt.  Soon  dad  was 
walking  faster.  And  as  the  boy  trotted 
to  keep  up,  the  talk  switched  from 
botany  to  baseball.  Roger  Kahn  was  on 
his  way  to  Ebbets  Field  for  his  first 
Dodgers  game. 

Talk  about  a  charmed  life.  By  the 
time  he  was  24,  in  1952,  Kahn  was  the 
Dodgers'  beat  reporter  for  The  New 
York  Herald-Tiibiine.  He  was  liding  the 
trains  and  pounding  out  2,000  words  a 
day  on  Jackie  Robinson,  Duke  Snider, 
Pee  Wee  Reese  and  company.  It's  this 
story  of  a  sportswriter  that  he  tells  in 
Mi'tiiories  of  Si(»n)iei',  a  book  that  reads 
as  effortlessly  as  his  1972  classic,  Tlie 
Boi/s  of  Suhnnei: 

When  Kahn  was  covering  the 
Dodgers,  and  later  the  Yankees  and  Gi- 
ants, baseball  was  at  the  zenith  of 
American  spoil,  but  only  a  dim  image 
on  TV.  Most  fans,  including  everyone 
south  of  Washington  and  west  of  St. 
Louis,  lived  the  game  through  words — 
words  issuing  fi'om  a  radio  or  the  pages 
of  a  newsjiaper.  Fans  in  those  pre-ESPN 
SportsCentei'  days  carried  impossibly 
gTeen  fields  in  their  heads,  and  they  re- 
lied on  sportswiiter.s — genies  of  a  sort — 
to  jnit  jjlayers  on  the  field  and  summon 
them  to  life. 

Based  in  New  York,  Kahn  had  the 
best  stories  to  tell.  The  three  toj)  teams 
in  the  world  then  occupied  the  Bi'onx, 
Manhattan,  and  Brooklyn.  The  Giants 
and  Dodger-s  raged  through  fratricidal 
1.54-game  i)ennant  races  to  see  who 
would  i)lay  David  to  the  Yankees'  Go- 
liath in  October  It  was  wonderful  base- 


ball, but  also  gi"eat  social  drama.  For 
the  Dodgers  and  later  the  Giants  were 
racially  integrated,  while  the  Yankees 
remained  all  white.  Consequently,  the 
games  meant  far  more  than  they  do  to- 
day. What's  more,  Kahn  had  eveiy  rea- 
son to  consider  some  of  the  players  he 
covered,  especially  Jackie  Robinson, 
American  heroes. 

Not  that  he  could  wi'ite  that  in  the 
paper.  Editors  at  the  Herald-Tiihune 
censored  social  commentary  from  the 
sports  pages.  Their  readers,  they  be- 
lieved, didn't  want  those 
pristine  fields  complicated 
with  matters  of  social  jus- 
tice. Keep  it  simple,  they 
told  him:  the  "heater"  ex- 
ploding into  the  catcher's 
mitt,  the  home  run  lofting 
over  the  Burma  Shave 
sign.  One  day  in  St.  Louis, 
Kahn  summoned  the  nerve 
to  file  a  story  on  a  hotel 
owner  who  refused  entry 
to  the  Dodgers'  black  play- 
ers. Minutes  later,  he  got 
a  furious  call  from  the 
sports  desk  in  New  York.  The  stoiy 
never  appeared. 

The  best  drama  in  the  book  comes 
as  Kahn  and  the  Dodgers  approach  the 
19.52  Worid  Series.  For  the  Dodgers,  of 
course,  it's  another  chance  to  beat  the 
hated  Yankees  for  the  fii'st  time.  And 
for  Kahn,  who  had  never  seen  a  World 
Series  game,  it  meant  chmbing  into  the 
press  box  and  hammering  out  a  .3,000- 
word,  front-page  leader  on  deadline — 
this  with  his  senior  Herald-D-ibune  col- 
league, the  legendary  columni-st  Red 
Smith,  looking  over  Kahn's  shoulder. 
Added  to  the  journalistic  pressure, 
Kahn,  the  fan,  was  desperately — if  cjui- 
etly — cheering  for  his  Dodgers.  He 
wanted  them  to  convince  the  skei)tical 
Smith  and  everyone  else  that  this  team 
of  black  and  white  men  was  the  great- 


est in  the  world.  As  Kahn  spins  tl;i 
yarn,  even  one  who  knows  the  out  cm. - 
of  the  series  will  flip  pages  avidly,  he 
ing  against  hope  that  the  Dodgers  c 
turn  history  on  its  head  and  win. 

Kahn  takes  us  through  his  sporl 
wi'iting  career,  emphasizing  his  battl 
with  editors  over  his  desire  to  disci 
the  players  as  real  people.  More  f 
than  the  sportswriting  accoimts — no  si 
prise  here — is  the  book's  description 
baseball  and  the  antics  suiTounding 
One  day  in  Pittsburgh,  the  young  Wil 
Mays  streaks  back  in  center  field  aftei 
vicious  liner  off  the  bat  of  Rocky  N 
son.  At  precisely  the  right  momei 
Mays  looks  over  his  shoulder.  But  t 
ball  has  hooked  behind  him.  So  Ma 
simply  reaches  down  with  liis  right  ha 
and  gi'abs  it,  barehanded,  at  knee  lev 
As  the  exuberant  outfielder  trots  b 
to  the  dugout,  beaming.  Giants  mana 
and  prankstei'  Leo  Durocher  orders  t 
players  to  give  him  the  silent  tre 
ment.  While  Mays  waits  for  someo 
to  say  "nice  catch,"  1 
teammates  quietly  fc 
around  with  their  bats,  v 
it  the  water-  cooler,  drib! 
tobacco  juice  on  the  flo 
"Hey  Leo,"  Mays  final 
pipes  up.  "You  don't  ha 
to  tell  me  it  was  a  gre 
catch.  I  know  it  was." 
moment  later,  a  folded  nc 
is  passed  into  the  Giar 
dugout  from  the  box 
Branch  Rickey,  the  m; 
who  four  years  earlier  h. 
brought  Jackie  Robins^ 
into  the  big  leagues.  It  was  the  fin€ 
catch  he'd  seen  in  50  years  of  watchii 
baseball,  Rickey  wrote. 

The  book  is  chock  full  of  similar  st 
ries.  Only  one  complaint:  I  kept  waiti: 
for  Kahn  to  draw  a  line  fi'om  the  maj 
of  the  '50s  to  today's  troubled  game, 
wanted  him  to  convince  me,  as  a  lapsi] 
fan,  that  Major  League  Baseball  is  st 
a  treasure  worth  handing  down  to  n 
children.  Instead,  Kahn  closes  the  bo> 
with  his  own  generation,  catching  i 
with  a  graying  Mays  in  California, 
dying  Mickey  Mantle  in  Texas,  ji 
Opening  Day  1997  approaches,  Kal 
lets  us  know  how  great  baseball  used 
be.  And  today?  That's  for  us  to  discovi 
BY  STEPHEN  BAKI 
Pittsburgh  bureau  chief  Baker  liv 
avd  died  with  the  lIHiJ,  Phillies. 
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ROGER  KAHN 


KAHN  COVERED  THE  GAME'S  GOLDEN  ERA,  WHEN 
ITS  SOCIAL  DRAMA  RIVALED  THE  ON-FIELD  FEATS 


Children  Supplied  The  Art 


We  Supplied  The  Canvas. 


Introducing  The  Northwest 
Airlines  WorldPlane. 

To  celebrate  SO  years  of  ser\  ice 
to  aiul  from  Asia,  the  people  of 
Norlliwest  Airlines  askeel  children 

throLiyhoLit  Asia 
%-<■:  fSmHmT:^  and  the  LIS.  to 
share  their  visions 
of  the  places  that 
they  call  home.  The.se  colorful 
creations  .symbolize  the  spirit  of 
CLiltLiral  and  commercial  exchange 
that  has  characterized  olii'  hi.story 
for  the  past  half  century  And 
now,  we're  prond  to  display 
these  beautiful  works  of  art  on 
the  Northwest  WoddPlane. 


Today  the  more  than  t~,()()() 
people  of  Northwest  Aidines 
bring  you  more  destinations  in 
Asia  than  any  other  U.S.  aidine. 
We  also  gi\e  you  the  most 
comfortable  way  to  get  there  with 
Wodd  Ikrsiness  Cla.ss."  Watch 
for  the  Northwest  WoddPlane, 
oui'  \ery  special  7-i7-  K)()  aircraft. 
And  the  next  time  xour 
travel  plans  include  any  '-'^^Sy^ 
of  oLir  more  than  tOO  worldwide 
elestinations,  call  Northwest 
Airlines  or  your  travel  agent. 


@ NORTHWEST 
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|«800*447*4747  www.nwa.com 


Leadership 
is  more 
than  numbers. 


With  $450  billion  in  assets  under  mana- 
gement, AXA  is  a  world  leader  in  insu- 
rance and  investment.  With  100,000 
men  and  women  sharing  the  same 
vision  in  more  than  50  countries,  we 
strike  a  unique  balance  between  global 
experience  and  local  expertise  that 
allows  us  to  develop  solutions  tailored 
to  your  goals.  Here  in  the  US,  where  we 
manage  $230  billion  in  assets,  we've 
been  serving  clients  for  over  137  years. 
You  know  us  as  Equitable,  Alliance 
Capital  and  Donaldson,  Lufkin  & 
Jenrette,  companies  whose  outstanding 
track  record  allows  us  to  say: 


Go  ahead 


INSURANCE  &  INVESTMENT 

WITH  OUR  US  MEMBER, 

Please  visit  our  Web  site:  http://www.axa.coni 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

3-D  HOME-DESIGN: 
KEEP  IT  SIMPLE 


Two  modest  software 
programs  work  well, 
but  blueprints  still 
may  be  the  best  bet 

Mies  van  der  Rohe 
hadn't  heard  of  soft- 
ware when  he  laid 
down  his  great  architectiu-al 
dictum.  But  when  it  comes 
to  the  use  of  3-D  in  home- 
design  software,  less  most 
definitely  is  more. 

Powerful  home  computers 
have  made  it  simple  to  han- 
dle 3-D  virtual-reality  dis- 
plays that  were  once  the 
province  of  engineering 
workstations  and  $10,000 
computer-assisted  design 
((■AD)  software.  But  this  new 
power  is  a  mixed  blessing. 
Making  sense  of  a  3-D  ob- 
ject projected  onto  a  two-di- 
mensional surface  is  no  easi- 
er with  a  computer  than  it 
was  in  high  school  sol- 
id geometiy. 
WINDOWS.  That's  wliat 
I  took  away  from  hours 
spent  with  foui'  Windows  " 
products  (table)  among 
many  that  let  you  design 
decks,  kitchens — even 
whole  houses.  I  found  the 
virtual-reality  features  of 
Complete  Home  Designej- 
from  Alpha  Soft- 
ware and  Custom 
Home  from  Sierra 
On  Line  hard  to 
use.  Picture  This 
Home!  Kitchen 
from  Autodesk  and 
3D  Deck  3.0  from 
Books  That  Work 
have  more  modest 
ambitions,  yet  are 
far  more  successful. 

All  of  the  pro- 
gi'ams  start  with  a 
blank  drawing 


board  or  a  predrawn  flooi- 
plan  template.  You  drag-and- 
drop  to  add  such  objects  as 
walls,  doors,  and  windows. 
When  the  shell  is  finished, 
you  add  furniture  and  other 
accessories.  It's  all  simple, 
and  you  can  keep  rough  track 
of  your  design's  cost. 

The  problems  start  when 
you  click  the  button  that 
changes  your  plan  into  a  3-D 
rendering  that  you  can 
"walk"  through.  Custom 
Home  has  decent  tools  to 
control  your  point  of  view, 
but  I  kept  getting  lost  as  I 
tried  to  make  my 
way  through 
drawing. 

Complete  Home 
Designer  is  even 
more  vexing.  This 
program  lets  you 
manipulate  ob- 
jects in  3-D,  but 


HOME  IMPROVEMENT 


PROGRAM/COMPANY 


COMPATIBIIITY/PRICE/CONTACT 


30  DECK  3.0  (Top) 

Windows  3.1/95  $50 

Books  That  Work 

800  242-4546 

COMPLETE  HOME  DESIGNER 

Windows  3.1/95  $60 

Alpha  Software 

617  229-2924 

CUSTOM  HOME  (Bottom) 

Windows  3.1/95  $50 

Sierra  On  Line 

800  757-7707 

PICTURE  THIS  HOME! 

Windows  95/NT  $50 

KITCHEN  Autodesk 

800  215-9742 

DATA;  COMPANIES 


it  is  so  hard  to  judge  depth 
that  I  found  it  all  but  impos- 
sible to  pick  anything  up. 
And  on  the  rare  occasions 
when  I  succeeded,  I  could 
never  tell  where  an  object 
would  land  when  I  set  it 
down.  Poor  navigation  tools 
make  the  walk-through  even 
harder  than  with  Custom 
Home. 

A  SNAP.  That's  why  Auto- 
desk's Kitchen  progi"am  was 
so  welcome.  This  first  con- 
sumer product  from  the  mak- 
er of  the  professional  Auto- 
CAD program  is  easy  to  use. 
Unlike  either  of  the  house- 
design  programs.  Kitchen's 
drawings  look  like  real  blue- 
prints, with  proper  side 
views  as  well  as  floor  plans. 
For  gi'eater  accuracy,  its  fur- 
nishings are  real  appliances 
fi'om  companies  such  as  Gen- 
eral Electric  and  KitchenAid. 
The  3-D  is  limited  to  a  look 
around  your  one-room  handi- 
work. 

Neither  the 
home    nor  the 
kitchen  pro- 
grams do  more 
than  produce 
drawings  that 
you  could  use  as 
starting  point 
when  talking  to  a 
designer  or  an  ar- 
chitect. 3D  Deck, 
helps  you  build 
your  masterpiece.  It  gener- 
ates a  bill  of  matei'ials  and 
a  lumber-cutting  plan,  and  it 
includes  extensive  instruc- 
tions, including  many  anima- 
tions. Like  Kitchen,  its  3-D 
component  consists  primarily 
of  a  panoramic  view  of  your 
creation. 

Just  because 
sometliing  is  possible 
doesn't  mean  it's  a 
good  idea,  and  3-D 
design  seems  to  fit 
that  category.  While 
virtual  i-eality  can  be 
powerful,  the  limita- 
tions of  today's  prod- 
ucts mean  you'll  do 
better  sticking  to 
two  dimensions  when 
you  plan  that  dream 
home. 


If 


BULLETIN  BOARD 


MODEMS 
TOP  SPEED  LIMIT 

What  sort  of  transmission 
speeds  are  you  likely  to  get  i 
you  buy  one  of  those  new  56 
kilobit-per-second  modems? 
Not  56K,  but  probably  in  the 
high  40s.  MindSpring  Enter 
prises,  an  Atlanta-based 
Internet  service  provider  th 

NOT  SO  FAST 


54.5% 


>  KILOBITS  PER  SECOND 

DATA:  MINDSPRING  ENTERPRISES 

is  testing  U.  S,  Robotics'  X2 
technology  in  the  Southeast 
analyzed  1,900  calls  in  earl 
March.  As  the  chart  shows 
most  connected  at  between 
44K  and  48K.  Noisy  phone 
lines,  the  same  factor  that 
prevents  conventional 
modems  from  reaching  thei 
rated  top  speed  of  33.6Kor 
28. 8K,  are  the  chief  culprit. 

BROADCAST  LINK! 
PLAY  IT  AGAIN.  FANS 

Basketball  games  unfold  si 
fast  that  even  hard-core  fa 
can  have  trouble  following 
action.  Shockwave  animati' 
the  technology  behind  the 
Coach's  Edge  at  www. 
sportsline.com,  can  show, 
among  other  things,  how  j' 
North  Carolina's  Antawn  Jap 
son  found  himself  open  undf; 
the  basket  in  the  Tar  Heels'j^ 
Mar.  16  victory  over  Colora(jli 
The  animations  are  the  sarf 
used  in  the  cbs  broadcasts 
NCAA  tournament  games,  bi 
control  allows  you  to  slow  t 
action  and  rerun  the  play 
until  you  spot  how  that  picj 
and-roll  sprang  Jamison  fn 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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I  want  my  own  place.  ^ 
A  place  where  ? 
I  can't  be  reached.  .. 
I  want  to  be  "Off  Duty."  , 
'  want  to  call  a  "Tune  Out" 


I  want  a  mute  buttoniarTtality. 


I  want  to  put  the  world  on  hold  and  tell  it 
"I'll  get  back  to  you." 


The  1997  Monte  Carlo:  For  anyone  who's  ever 
wanted  a  little  personal  space.  Quiet  you  can  feel. 


Gomfort  that  surrounds  you.  Harmony  in 
the  details.  Performance  that  makes  you  feel   j , 
like  you're  going  somewhere,  even  when  you're 
just  cruising.  That's  Monte  Carlo.  Designed 
from  the  inside  out  around  the  driver,  to  be  a 
very  personal  space.  With  a  very  personal  fit. 
From  Genuine  Chevrolet. 


Genuine  Chevrolet  f-^^^^' 

The  Cars  More  Americans  Trust.  ^==i==J=^ 
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Economic  Viewpoint 


BY  PAUL  CRAIG  ROBERTS 


ECONOMIC  FREEDOM: 

HOW  DOES  THE  U.S.  STACK  UP? 


GRIM  FACT: 

The  best  gauge 
may  be  the  tax 
burden,  and  by 
that  standard, 
successful 
Americans  are 
no  better  off 
than  serfs 
in  the 

Middle  Ages 


Paul  Craig  Roberts  is  John  M.  Olin 
Fellow  at  the  Institute  for  Political 
Economy  in  Washington,  D.C-,  and 
Research  Fellow  at  The  Independent 
Institute  in  Oakland,  Calif. 


The  worldwide  collapse  of  socialism  has 
revolutionized  the  theory  of  economic 
development.  Formerly,  most  acade- 
mic economists,  as  well  as  those  in  the  ciA, 
believed  that  growth  was  fueled  by  high 
rates  of  investment,  access  to  cheap  natural 
resources,  the  ability  to  absorb  the  latest 
technology,  and,  most  important,  a  central 
plan  to  insure  against  the  "anarchy  of  the 
market." 

The  economic  irrationality  that  resulted 
from  this  approach  has  discredited  it.  To- 
day, econoiTiists  stress  the  value  of  free  eco- 
nomic institutions.  When  one  compares  eco- 
nomic success  as  measured  by  the  rise  in 
living  standards,  countries  fare  better  with 
lower  levels  of  taxation  and  tariffs,  less  gov- 
ernment regulation,  a  stable  monetary  policy, 
a  freer  banking  system,  free  flow  of  domestic 
and  foreign  capital,  and  strong  protections 
for  private  property. 

NOBEL  INFLUENCE.  Douglas  North,  whose 
work  stresses  the  importance  of  institutions, 
recently  won  the  Nobel  prize  in  economics. 
His  influence  is  I'eflected  in  two  recent  books. 
One  is  my  owti,  The  Capitalist  Revolution  in 
Latin  America,  published  in  March  by  Ox- 
ford University  Press.  The  other  is  the  Her- 
itage Foundation's  1997  Index  of  Economic 
Freedom. 

My  co-author,  Karen  LaFollette  Araujo, 
and  I  discovered  that  the  more  successful 
Latin  American  countries  have  shifted  away 
from  what  economists  call  rent-seeking  (re- 
wards from  government-dispensed  privileges 
and  protections  from  competition)  to  profit- 
seeking  (rewards  from  risking  capital  in  the 
market).  Chile  is  the  best  example.  Its  gov- 
ernment consumes  only  9%  of  gi'oss  domestic 
product  compared  with  35%  in  the  U.  S.  (in- 
cluding state  and  local).  This  low  rate  was 
achieved  by  privatizing  the  state  social  secu- 
rity and  national  health  systems  and  by  per- 
mitting private  education  and  public  utilities. 

Economists  acknowledge  that  government 
uses  resources  less  efficiently  than  the  pri- 
vate sector  and,  thei-efore,  the  larger  the 
govenmient  the  gi-eater  the  economy's  loss  of 
efficiency.  We  found  another  reason  why  the 
size  of  government  matters.  The  larger  the 
state  presence,  the  more  the  economy  is 
characterized  by  rent-seeking. 

Govemment  draws  seekers  after  privilege 
like  a  magnet.  The  bigger  the  magnet,  the 
greater  the  distortion  of  economic  incentives, 


as  people  find  that  success  depends  more 
access  to  government  than  on  efficient  m; 
ket  behavior. 

Heritage's  index  bears  this  out.  The  m( 
successful  economies  have  the  most  econo 
ic  freedom.  Hong  Kong  has  the  best  ranWi 
and  its  economic  success  is  legendary.  S 
gapore  has  the  second-best  ranking.  T 
U.  S.  and  Switzerland  are  tied  for  fifth,  f 
lowed  by  Britain  (thanks  to  Margai 
Thatcher's  reforms)  and  Taiwan.  Intere 
ingly,  the  Czech  Republic  has  a  better  rar 
ing  than  Japan  or  any  other  Continental  E 
ropean  country. 

Heritage's  effort  to  explain  economic  si 
cess  in  terms  of  the  freedom  of  econonr 
institutions  is  an  important  undertaking.  A 
index  has  subjective  elements,  and  Heritag 
would  probably  benefit  fi'om  some  changes 
emphasis  and  weighting.  Chile's  ranking,  1 
example,  is  marred  by  black-market  piratt 
of  computer  software  and  pharmaceutic; 
and  by  the  presence  of  a  state  lend! 
agency.  These  are  undesirable  but  hare 
seem  to  offset  the  small  percentage  of  g: 
taken  by  government. 
FEUDAL  BUTTONS.  In  my  view,  the  most  ii# 
portant  indication  of  economic  freedom  \ 
the  tax  bui-den.  In  the  U.  S.,  successful,  hai- 
working  people  face  a  combined  state,  loe 
and  federal  marginal  tax  rate  of  50% 
more,  and  they  routinely  hand  over  on 
third  or  more  of  their  annual  incomes  to  t; 
authorities.  It  is  stretching  things  to  d 
scribe  people  as  free  when  they  do  not  ov 
the  product  of  their  own  labor. 

My  first  article  as  a  scholar  was  publish 
in  a  journal  of  classical  and  medieval  studi( 
It  caused  a  sensation  and  was  republish^ 
for  many  years  in  vddely-used  textbooks, 
researching  the  subject,  I  had  occasion 
survey  the  tax  rates  faced  by  medieval  ser 
They  varied  over  time  and  place  but  tendi 
not  to  exceed  one-third  of  the  serfs'  lab( 
There  was  a  good  reason  for  this.  The  pr 
ductivity  of  labor  was  low,  and  a  man  wl 
owed  more  than  one-third  of  his  labor 
government  could  not  survive.  As  he  h; 
nothing  to  lose,  he  would  revolt  and  kill  tl 
tax  collectors.  Thanks  to  capitalism,  lab 
productivity  today  is  high,  and  we  do  n 
dwell  on  the  imphcations  of  successful  Am€ 
icans  having  no  more  ownership  rights 
their  own  labor  than  did  medieval  serl 
Maybe  we  should. 
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history  of  outperforming  big 

NAME 


mutual  funds. 


When  it  comes  to 
strong  investment 
performance,  few  big 
name  mutual  funds 
measure  up  to  the  retirement 
accounts  of  The  Principal? 

Consider  our  track  record. 
From  1994  to  1996.  our  retirement 
accounts  in  eight  investment 
categories  collectively  outperformed 
the  mutual  funds  with  the  most 
401(k)  and  defined  contribution 
plan  assets  in  those  categories* 

This  is  a  result  of  our  money 
management  expertise:  disciplined, 
long-term  strategies  combined 
with  some  of  the  lowest  expenses 
in  the  industry. 

Moreover,  we  provide  an 
unparalleled  level  of  service. 
Yet  another  reason  why  more 


The  Principal  outperforms 

BIG  NAME  MONEY  MANAGERS 

"Average  annual  return  atter  Inveslment  expenses  1994-1996 

3-Year 

3-Year 

Category 

Mutual  Fund           Net  Return" 

Principal  Retirement  Account 

Net  Return" 

Growth 

Fidelity  Magellan  14.48% 

Medium  Company  Blend 

18,69% 

Growth  &  Income 

Vanguard  Windsor  17.98 

U.S.  Stock 

18,33 

Equity-Income 

Fidelity  Equity-Income  16.94 

Medium  Company  Value 

18,26 

Small  Company 

Janus  Venture  12,93 

Small  Company  Blend 

16,33 

Foreign  Stock 

Templeton  Foreign  9.60 

International  Stock 

11,59 

Corporate  Bond 

Fidelity  Intermed.  Bond  4.64 

Bond  &  Mortgage 

6,43 

Gov't  Mortgage 

Fidelity  Ginnie  Mae  6.22 

Government  Securities 

5,38 

Balanced 

Fidelity  Puritan  12.49 

Stock  Emptiasis  Balanced 

12,39 

AVERAGE 

11.91% 

13.43% 

employers  choose  us  to  administer 
their  401(k)  plans  than  any  mutual 
fund,  bank  or  insurance  company.** 

So,  for  a  retirement  plan  with 
more  soins  for  it  than  a  big  name. 


the; 


Financial 
Group 


give  us  a  call  at  1-800-255-6613. 
Or  contact  us  at  www.principal.com 
on  the  Internet.  Either  way,  we'll 
be  pleased  to  send  you  the  results 
of  the  study  on  which  the  above 
chart  is  based. 

Helping  people  get  the  most 
out  of  their  money  is  something 
The  Principal  has  been  doing  for 
more  than  118  years. 


401(k)  •  HMO/PPO  •  Mutual  Funds  •  Securities  •  Annuities  •  Home  Mortgages 
Life,  Health,  Dental  and  Disability  Insurance 

©1997  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392  *As  reported  by  "Pensions  &  Investments,"  "CFO  magazine,  April/May  1996,  Senior  Financial  Executive  Ranking 
16  Principal  separate  accounts  referenced  are  used  witfi  our  group  annuity  contracts  and  sold  to  qualitied  retirement  plans  Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company 
(The  Principal)  and  its  subsidiaries  Mutual  funds  distributed  through  Princor  Financial  Services  Corporation  (member  SIPC),  Securities  through  Principal  Financial  Securities,  Inc 

Securities  and  health  care  products  not  available  in  all  states 


thing  warms  the  heart  quite  lilie 


While  developing  new  ways  for  friends  and  loved  ones  to 
express  their  affection,  Hallmark  Cards  felt  in  love  with  the 
business  possibilities  they  discovered  on  the  Internet. 

Hallmark,  with  the  help  of  Giant  Step,  a  Microsoft*  Site 
Builder  Network  member,  used  Microsoft  technology  to  build 
a  profitable  Web  site  that  customers  use  to  send  personalized 
cards  to  friends  via  e-mail,  locate  stores  carrying  ornament|»; 
and  collectibles,  and  even  have  digital  reminders  sent  of  their 
important  events.  At  the  same  time.  Hallmark  is  able  to 
collect  valuable  information  to  help  provide  their  customers 
with  ever  improving  products  and  services. 


Hallmark  is  one  of  many  companies  using  Microsoft 
technology  to  develop  Web  sites  where  customers  get 
information  and  get  in  touch  with  each  other.  The  question 
is  no  longer  whether  the  Internet  has  practical  business 
applications,  but  rather,  whether  your  company  is  making 
best  use  of  this  extraordinary  business  venue.  Take  a  look 
at  www.hallmark.com,  and  while  you're  there,  send  a 
greeting  to  someone  you  love. 

To  learn  more  about  how  Hallmark  and  others  are 
building  business  advantage  on  the  Web,  visit  us  at  the 
address  below. 

Microsoft 


Where  do  you  want  to  go  today?® 


www.microsoft.com/sitebuilder/webadvantage/ 


Economic  Trends 


BY  GENE  KORETZ 

GLOBAL  PROFITS 
DEFY  THE  DOLLAR 

U.S.  multinationals  are  on  a  roll 

According  to  most  analysts,  the 
strong  dollai'  represents  a  clear  and 
present  danger  to  gi'owth  of  U.  S.  cor- 
porate earnings  this  year.  While  a  lising 
greenback  can  hurt  American  compa- 
nies at  home  and  abroad  and  reduce 
the  value  of  multinationals'  foreign  prof- 
its, economist  Joseph  P.  Quinlan  of  Dean 
Witter  Reynolds  Inc.  isn't  worried. 

Quinlan  points  to  the  latest  govern- 
ment report  on  1996  corporate  receipts 
fi'om  foreign  direct  investment,  a  proxy 
for  U.  S.  international  profits.  With  the 

AN  EARNINGS  SURPRISE 
FROM  OVERSEAS 


U.S.  CORPORATE  RECEIPTS 
FROM  FOREIGN  DIRECT 
INVESTMENT 
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global  economy  still  sluggish  and  the 
dollai"  headed  higher,  the  consensus  view 
last  year  was  that  such  earnings  would 
tank  as  the  year  progressed.  In  fact, 
they  moved  sideways  in  the  second 
quarter  and  sagged  2.6%  in  the  third. 

In  the  fourth  quarter,  however,  for- 
eign direct-investment  receipts  surged 
to  a  record  $26.2  billion— 18%  above  the 
prior  quarter  and  20%  above  theii-  year- 
earlier  level.  As  a  result,  the  annual  to- 
tal hit  .$93.5  billion,  up  9.3%  from  1995, 
which  itself  saw  a  hefty  30%-  advance. 

By  region,  the  strongest  contributor 
to  the  profits  rise  last  year  was  Latin 
America,  where  the  take  from  Mexico 
doubled  and  receipts  excluding  Mexico 
rose  by  14.2%.  Meanwhile,  despite  the 
weak  yen  and  strong  dollar,  direct-in- 
vestment receipts  fi'om  .Japan  jumped 
16.4%..  While  such  earnings  from  the 
European  Union  rose  only  6%'  last  year, 
both  Britain  and  the  Netherlands,  two 
of  the  more  robust  Eui'opean  economies, 
turned  in  gains  of  around  20%. 

Quinlan  thinks  such  factors  as  global 
brand  awai'eness  and  America's  high-tech 
edge  and  production  efficiencies  are  giv- 


ing a  leg  up  to  U.  S.  companies'  over- 
seas subsidiaries.  With  the  global  econo- 
my likely  to  pick  up  steam,  he  predicts 
that  foreign  earnings  will  stay  buoyant — 
despite  the  drag  from  a  strong  dollar. 


HOUSE  PRICES 
ARE  A-BUILDING 

And  homeowners  feel  more  flush 

Don't  look  now,  but  inflation-adjusted 
prices  of  existing  U.  S.  houses  in 
1996  outpaced  overall  inflation  for  the 
first  time  in  this  decade.  Economist 
Rosanne  M.  Cahn  of  Credit  Suisse  First 
Boston  Corp.  points  out  that  the  median 
price  of  such  houses  rose  by  5.2%  in 
nominal  terms  and  2.2%  in  real  terms. 

Cahn  believes  that  the  1996  "break  to 
the  upside"  could  mark  the  stall  of  a 
new  period  of  home  price  appreciation — 
a  development  that  would  bolster  the 
economic  outlook.  She  notes  that  65%'  of 
households  are  homeowners,  and  in 
many  cases  home  equity  represents 
their  largest  asset.  "Abeady,"  she  says, 
"the  recent  fii'ming  in  home  prices  is 
contributing  to  near-record  consumer 
sentiment  and  to  robust  spending." 


THE  DAILY  TAB 
FOR  TRAVELERS 

High  in  Hong  Kong,  low  in  Toronto 

For  the  fii"st  time  in  recent  memory, 
reports  consulting  firm  Runzheimer 
International,  the  priciest  city  for  busi- 
ness travelers  is  not  Tokyo.  In  Hong 
Kong,  the  daily  cost  of  three  meals  and 
a  first-class  hotel 


room  runs  about 
$474.  Not  far  be- 
hind are  Tokyo 
and  cities  in  the 
$300-$400  range, 
with  Moscow  and 
Buenos  Aires  on 
the  high  end  and 
New  York  on  the 
low  end  (table). 
The  least  expen- 
sive stops  in 
Rimzheimer's  glob- 
al 100-city  survey 
include  Bordeaux 
($133)  and  a  pas- 
sel  of  Canadian 
cities  such  as 
Toronto  ($155)  and 
Montreal  ($141). 
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WILL  WELFARE 
REFORM  WORK? 

A  growing  economy  may  be  the  ke 
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With  most  states  implementing  wi 
fare-refoiTn  experiments  in  rece 
years,  the  shaip  decline  since  eai'ly  19 
in  the  number  of  recipients  of  Aid 
Families  with  Dependent  Childr 
(afdc)  is  stirring  a  heated  debate. 

Some  policymakers,  including  a  n 
bei-  of  governors,  argue  that  the  dr 
confii-ms  the  success  of  recent  refoi 
measures  and  bodes  well  for  the  ne 
national   Temporary  Assistance 
Needy  Families  progi'am  that  is  repl^ 
ing  AFDC.  Other  expeits  attribute  shrin  ion  oft 
ing  caseloads  mainly  to  the  effects  pfewi 
the  six-year  economic  expansion. 

In  part,  this  debate  reflects  differe 
attitudes  toward  poverty.  Where^| 
many  argue  that  gi'eater  job  opportui  ' 
ties  are  the  sine  qua  non  for  reducii  f 
poverty,  avid  refonners  see  poverty  as 
behavioral  phenomenon  that  is  exace  te 
bated  by  welfare  dependency.  In  th 
view,  the  poor  will  tend  to  find  wo:  jidjuF 
if,  in  the  words  of  conservative  think- 
George  Gilder,  they  are  exposed  to  "tl 
spur  of  their  ovm  poverty." 

As  it  happens,  a  new  study  focus* 
precisely  on  the  role  of  labor  demand 
increasing  or  reducing  welfare  us 
Economist  Hilary  Williamson  Hoynes 
the  University  of  CalifoiTiia  at  BerkeU 
has  analyzed  the  progress  of  son 
100,000  AFDC  cases  in  all  58  counties 
California  from  1987  to  1994,  relatir 
them  to  local  labor  market  conditions 
Hoynes  found  that  rising  unemplo; 
ment  and  slowing  employment  and  wa^ 
gi'owth  were  all  associated  with  longc 
spells  on  welfare.  Faster  employmei 
or  real  earnings  gi'oMh,  on  the  oth( 
hand,  led  to  shorter  welfare  spells.  Loc 
labor  market  conditions  had  similar  e 
fects  on  welfare  entry  rates. 

Weighing  all  these  factors,  Hoynd  . 
estimates  that  shifts  in  labor  demar  t 
over  a  business  cycle  can  lead  to  ris(  tstic 
or  declines  in  welfare  caseloads  of  15'  arge,  ai 
to  20%.  Also,  welfare  rolls  appear  t  ntimif 
expand  relatively  quickly  in  the  wake 
downturns,  but  to  decline  more  slow! 
in  the  initial  phases  of  expansions. 

Hoynes's  results  suggest  that  much 
the  recent  decline  in  welfare  usage  ma 
in  fact  be  related  to  improving  econon 
ic  conditions.  And  they  underscore  ho 
important  a  sustained  expansion  anfcs 
rising  earnings  for  low-wage  workei  uj„ 


ay  Fed 


are  to  continued  progi'ess  in  curtailin  ^ 
welfare — and  ensming  the  ultimate  su( 
cess  of  the  major  reforms  under  way. 
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PHE  QUESTION  NOW: 

VHAT'S  THE  FED'S  NEXT  MOVE? 

trong  demand  threatens  to  keep  the  inflation  barometer  rising 


us.  ECONOMY 


FACTORY  ORDERS  ARE 
GROWING  STRONGLY 


Ah,  to  be  a  fly  on  the  wall  in 
the  room  with  the  big  oval 
ble.  The  meeting  place  of  the  Federal  Reserve's 
tlicymaking  committee  was  undoubtedly  the  site  of 
me  tense  discussion  on  Mar.  25,  amid  heavy  antici- 
ition  of  the  first  interest-rate  hike  in  two  years.  Six 
seks  will  pass  before  the  Fed  releases  the  sanitized 
srsion  of  its  decision  to  lift  the  target  rate  for 
emight  lending  between  banks,  to  5.5%.  So  for  now, 
lalysts  can  only  speculate  about  what  went  on,  what 
ippens  next,  and  what  it  all  means  for  the  outlook. 
The  Fed's  official  statement  said  that  "persisting 
rength  in  demand"  was  raising  the  risk  of  inflationary 
ibalances.  The  rationale  closely  mimicked  a  para- 
aph  in  Fed  Chairman  Alan  Greenspan's  Mar.  20  Con- 
cessional testimony,  and  the  Fed's  action  suggests 
at  he  is  skeptical  that  productivity  growth  will  offset 
ose  possible  imbalances.  That  speech  had  convinced 
any  Fed  watchers  and  the  financial  markets  that  the 
ntral  bank  was  ready  to  move. 

So  far,  indicators  that  show 
when  demand  is  starting  to 
outstrip  the  economy's  ability 
to  satisfy  it  are  not  yet  flash- 
ing red.  However,  the  Fed's 
preemptive  move  seems  to  be 
a  bet  that  such  measures,  in- 
cluding rising  commodity 
prices,  high  capacity  utiliza- 
tion rates,  and  stretched-out 
dehvery  times,  will  look  more 
troubhng  in  coming  months. 
That's  because  the  latest  data  from  the  first  quarter 
intinue  to  point  to  a  vibrant  economy  fueled  by  do- 
estic  demand.  Upbeat  consumers  are  leading  the 
large,  and  order  books  of  dui'able  goods  producers 
mtinue  to  swell  (chart).  Growth  in  real  gross  domestic 
•oduct  will  understate  this  vigor,  however,  but  that's 
ily  because  the  huge  widening  in  the  January  trade 
ip  was  exaggerated  by  temporary  factors. 

0  WHAT'S  NEXT?  With  momentum  in  the  economy 
ill  strong,  further  rate  hikes  seem  likely,  as  the  Fed 
its  to  assure  that  overly  robust  demand  does  not 
rain  labor  markets  and  plant  capacity  beyond  the 
jint  where  price  pressures  typically  begin  to  grow, 
ighter  policy  means  that  the  economy  will  slow  from 
s  current  rambunctious  pace,  and  that  slowdown 
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ARE  WORKERS  SHEDDING 
THEIR  INSECURITY? 

CONSUMERS  WHO  FEEL  JOBS  ARE: 
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DATA:  CONFERENCE  BOARD 


should  become  evident  late  this  year  and  into  1998. 

For  now,  though,  demand  shows  no  sign  of  letting 
up,  and  manufacturers  are  responding.  Orders  for 
durable  goods  rose  1.5%  in  February  following  a  4.1% 
surge  in  January,  which  pushed  first-quarter  bookings 
far  ahead  of  their  fourth-quarter  level.  Moreover,  un- 
filled orders  posted  another  solid  advance  in  February. 
And  amid  very  low  inventories,  the  rising  backlog  im- 
plies further  gains  in  output  this  spring. 

A  key  topic  at  the  policy 
meeting  was  surely  the  sur- 
prising strength  of  consumei-s. 
Just  minutes  after  the  confab 
began,  the  Conference  Board 
reported  that  its  index  of  con- 
sumer confidence  remained  un- 
usually high  in  March.  The  in- 
dex dipped  to  118.5  from  118.9 
in  February,  but  the  February 
level  was  the  highest  in  almost 
eight  years.  Households'  as- 
sessments of  both  present  conditions  and  expectations  for 
the  future  edged  lower,  but  the  reading  on  the  cuirent 
economic  cHmate  held  close  to  a  27-year  high. 

The  report  also  played  into  one  of  Greenspan's  often- 
stated  concerns  about  future  inflation:  The  era  of  job  in- 
security, which  had  restrained  wage  growth,  is  ending. 
The  Board  said  households  were  increasingly  upbeat 
about  job  prospects,  with  33.1%  saying  that  jobs  are 
"easy  to  get,"  the  highest  rate  since  1989  (chart). 

That  appraisal  fits  with  the  recent  pattern  of  initial 
unemployment  claims.  The  four-week  average  of  new 
claims  stood  at  312,000  through  mid-March,  near  the 
lowest  level  in  this  expansion.  That  reading  suggests 
that  the  unemployment  rate,  currently  at  5.3%,  will 
continue  to  decline.  The  rate  is  already  below  nearly  aU 
estimates  of  "full  employment,"  and  job-market  tight- 
ness will  accelerate  wage  gi'owth,  a  primary  fuel  for  the 
current  round  of  consumer-led  demand. 

BEFORE  REACHING  THEIR  DECISION,  the  central 

bankers  likely  discussed  the  foreign  sector  as  well. 
And  they  were  probably  interested  in  both  sides  of  the 
trade  ledger:  Exports  can  provide  strength  to  eco- 
nomic growth,  while  imports  can  act  as  a  safety  valve 
for  overtaxed  U.  S.  capacity.  And  recently,  cheaper  im- 
ports have  helped  to  keep  goods  inflation  under  wraps. 
Trade  promises  to  have  been  a  big  negative  for  real 
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GDP  growth  in  the  first  quarter.  The  January  trade 
deficit  soared  to  $12.7  billion  from  December's  $10.5  bil- 
lion. Exports  fell  0.6%,  the  second  consecutive  decline. 
And  imports  increased  2.2%,  to  a  record  $83.5  billion. 
Imports,  however,  were  boosted  by  an  extra  $1  billion 
of  Canadian-made  vehicles  and  parts.  That  reflected  a 
catch-up  in  shipments  after  December's  auto  strike, 
and  it  should  not  be  repeated  in  February. 

Real  net  exports,  the  GDP  measure  of  the  trade  gap, 
appear  to  have  started  the  first  quai'ter  some  50% 
worse  off  than  the  fourth-quaiter  average.  The  final  tal- 
ly of  net  exports  won't  look  that  dismal,  but  trade 
stole  a  sizable  chunk  of  gdp  growth.  Part  of  the  expla- 
nation seems  to  be  faulty  seasonal  factors,  because  the 
Commerce  Dept.'s  seasonally  adjusted  data  for  exports 
have  their  own  seasonal  pattern.  Commerce's  adjusted 
exports  tyjoically  strengthen  in  the  fourth  quarter,  only 
to  weaken  in  the  first  quarter. 

BETTER  TRADE  NEWS  is  on  tap  for  later  in  the 
year,  however.  Although  the  rising  dollar  will  constrain 
exports,  sti'onger  economies  overseas  will  lift  foreign 
demand  for  U.  S.  goods,  especially  capital  equipment 
and  consumer  goods.  Imports,  however,  will  rise  as 
long  as  domestic  demand  increases — which  is  why  for 
all  of  1997,  foreign  trade  will  be  neutral  for  GDP  growth. 

The  Fed  realizes  that  in  the  short  run,  cheaper  im- 
ported goods  will  provide  an  offset  to  home-grown  in- 
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flation.  Merchandise  import  prices,  excluding  oil,  ha\ 
been  falling  steadily  since  late  1995  (chart),  a  result  ( 
the  stronger  dollar.  In  the  12  months  ended  in  Febn 
aiy,  nonoil  prices  were  down  1.9%.  The  big  reason  h 
been  the  dollar  which,  when  compared  to  a  basket  ( 
currencies  from  the  major  U.  S.  trading  partners,  hs 
risen  nearly  19%  since  hitting  a  low  in  April,  1995. 

However,  import  prices  are 
unlikely  to  repeat  their  1996 
performance.  Although  the 
trade-weighted  dollar  has 
soared  more  than  5%  in  the 
first  quarter,  further  gains 
will  be  harder  to  come  by. 
The  Bundesbank  has  already 
started  to  voice  concerns  that 
the  dollar  is  too  strong 
against  the  German  mark. 
And  Greenspan  himself  cau- 
tioned in  his  Mar.  20  testimony  that  "although  nono 
import  prices  should  remain  subdued  in  1997 . . .  thei 
dampening  effects  on  U.  S.  inflation  probably  will  nc 
be  as  great  as  in  1996." 

While  foreign  trade  and  the  dollar  matter  to  th 
Fed,  Greenspan  knows  that  the  ultimate  dampening  c 
inflationary  pi"essui"es  must  come  from  slower  domesti 
demand.  That's  why  the  Fed  tightened,  and  that's  wh; 
it  is  likely  to  tighten  some  more 
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AN  ELEVENTH-HOUR  SPRINT  TO  TRIM  THE  DEFICIT 
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Italy's  struggle  to  qualify  for 
first-round  entry  into  a  single- 
cmrency  Europe  continues.  The 
goveniment  has  announced  a  sup- 
plementary budget  that  officials 
say  will  cut  another  16  trillion  lire 
($9.4  billion)  from  the 
deficit.  The  minibudget 
will  attempt  to  reduce 
the  shortfall  from  a 
projected  3.8%  of  gross 
domestic  product  to 
the  3%  required  by 
the  Maastricht  Treaty. 

However,  Prime 
Minister  Romano  Pro- 
di's Olive  Tree  coali- 
tion will  have  to  pass 
the  legislation  over  the  objections 
of  Prodi's  parliamentary  ally,  the 
Communist  Refoundation  Party, 
possibly  with  help  of  the  opposi- 
tion Forza  Italia  headed  by  for- 
mer Piime  Minister  Silvio  Berlus- 
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coni.  Still,  the  package  is  unlikely 
to  deliver  all  that  it  promises.  The 
Forza  Italia  is  opposed  to  addi- 
tional taxes  and  the  Communist 
Refoundation  will  fight  cuts  in  so- 
cial spending,  so  the  plan  will  de- 
pend heavily  upon  ac- 
counting transfers, 
temporary  measures, 
and  other  savings 
that  are  difficult  to 
quantify. 

Prodi  is  also  fight- 
ing a  weak  economy. 
Italy's  preliminary 
real  GDP  fell  0.1%  in 
the  fourth  quarter, 
bringing  1996  grovrth 
to  only  0.8%,  down  from  3%  in 
1995,  and  prospects  for  1997  are 
dim.  The  government  recently 
lowered  this  year's  growth  projec- 
tion from  2%  to  1.2%. 
A  rebound  in  early  1997  seems 


unlikely,  given  January's  disap- 
pointing data  on  industrial  pro- 
duction and  recent  survey  results. 
Business  investment  is  adding 
some  modest  support,  but  exports 
have  weakened  with  last  year's 
strengthening  in  the  lira,  which 
returned  to  Europe's  exchange 
rate  mechanism  in  November. 
Consumer  spending  has  slowed 
sharply,  and  fiscal  tightening  will 
continue  to  depress  domestic  de- 
mand generally. 

Lower  interest  rates  would  help 
both  the  economy  and  budget 
prospects,  since  Italy's  deficit  is  all 
interest.  A  weak  economy  and  low 
inflation,  which  is  expected  to  dip 
below  February's  2.2%,  may  allow 
the  Bank  of  Italy  to  shave  the  dis- 
count rate  this  spring.  But  any  cut 
depends  on  a  stable  lira,  and  that 
requires  credible  progress  toward 
deficit  reduction. 
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Business  communications  just  got  a  lot 
asier.  And  more  affordable.  By  combining 
ne  of  the  world's  most  extensive  local  fiber- 
ptic  infrastructures  with  the  world's  most 
sliable  Internet  backbone  and  dial  network, 
H'NET  can  guarantee  network  availability  and 
erformance  in  a  way  never  before  possible. 

When  UUNET,®  MPS  Communications® 
nd  WorldCom®  joined  forces,  it  created  a 
ew  landscape  for  business  communications, 
or  the  first  time,  one  company  could  totally 
ontrol  the  network,  end-to-end,  from  your 
eadquarters  to  branches  and  business  partners 
round  the  world. 

The  result  is  the  Extended  Intranet,  or 
Extranet'.'  UUNET's  new  Extranet  Services, 
AtraLink  and  ExtraLink  Remote,  offer  all  the 
dvantages  of  public  or  private  wide-area 


service  from 


e  local  loop  to  looping  the  globe. 


letworks,  including  security,  plus  more 
ecure  dial-up  access  for  remote  users.  At 
.  dramatically  lower  cost. 

But  don't  take  our  word  for  what 
ixtranet  Services  can  do,  make  us  guarantee 
t.  Call  1  800  465  6826  or  visit  our  Web  site 
It  www.uu.net/extranet/bwlO. 
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The  LeBow  deal  could  mean  open  season  on  Big  Tobacc( 


tODi 


Like  most  tobacco  advertising,  the 
billboard  features  a  pair  of  glam- 
orous, healthy  models.  On  the 
left  is  a  handsome  rake  in  a  tux; 
on  the  right,  an  elegant  bmnette 
with  a  1940s  chignon.  "Mind  if  I 
smoke?"  he  asks,  balancing  a  cigarette 
on  his  lips.  Her  eyebrows  are  raised 
flirtatiously:  "Care  if  I  die?"  she  re- 
sponds. The  tough  antismoking  ad  was 
developed  by  California's  Health  Ser- 
vices Dept.,  part  of  a  $107  million  cam- 
paign against  tobacco  that  will  include 
ads  on  television,  radio,  and  billboards. 
A  similar  campaign  in  the  early  1990s, 
California  officials  claim,  cut 
cigarette  consumption 
there  by  12%. 

California's  anti- 
smoking  crusade 
barely  rated  a  men 
tion  in  the  news, 
however  The  day 
state  ofiicials  un- 
veiled their  re- 
newed initia- 
tive. Mar.  20, 
Liggett  Group 
Inc.  made  headlines 
around  the  world  when  it 
announced  a  sweeping  settle- 
ment with  22  states  that  are  suing 
the  tobacco  industry  to  recover  Medicaid 
costs.  Bennett  S.  LeBow,  chainnan  of 
Brooke  Group  Ltd.,  Liggett's  parent, 
dominated  news  reports  everywhere — 
acknowledging  that  cigarettes  are  ad- 
dictive and  cai-cinogenic,  and  saying  that 
manufacturers  had  targeted  youths  un- 
der age  18  in  their  marketing.  LeBow 
also  agreed  to  turn  over  documents  that 
the  state  attomeys  general  think  might 
give  them  the  ammo  to  slay  the  indus- 
try in  court. 

Perhaps  they  will.  But  California's 
hai-d-hitting  ad  campaign  symbolizes  a 
threat  that  may  be  even  more  deadly  to 
Big  Tobacco.  While  the  Liggett  deal 


could  eventually  help  the  AGs  and  a 
herd  of  antitobacco  plaintiffs'  lawyers 
win  a  fortune  from  the  industry, 
LeBow's  bombshell  will  have  a  more 
immediate  effect.  It  will  make  it  open 
season  on  Big  Tobacco,  encouraging 
states  to  step  up  antismoking  campaigns 
and  lay  on  ever-bigger  taxes.  "Legisla- 
tors have  decided  that  being  opposed 
to  the  tobacco  industry  is  motherhood 
and  apple  pie,"  says  Richard  Daynard, 
chairman  of  the  Tobacco  Products  Lia- 
bihty  Project  in  Boston. 
TAX  HIKE.  Cigarette  taxes,  already  on 
the  rise,  could  be  the  biggest  threat  to 
the  tobacco  companies.  Antismoking  ac- 
tivists claim  that  for  every  10%  increase 
in  the  price  of  a  pack,  overall  consump- 
tion decreases  4%.  Teen  use  drops 


by  an  even  sharper  12%.  In  Febru 
Oregon  imposed  a  cigarette  tax  incr 
of  300  a  pack,  effectively  boosting 
price  for  most  smokers  by  well  ( 
10%.  Tax  hikes  ranging  from  2^  to 
have  been  passed  over  the  past  yea 
Arkansas,  Utah,  and  Massachus€  ™ 
Meanwhile,  21  other  states  are  con 
ering  raising  the  levy  on  cigarettes 
In  Washington,  Senator  Edward 
Kennedy  (D-Mass.)  is  joining  forces 
year  with  Senator  Orrin  Hatch  (R-U 
on  a  measure  to  raise  the  federal 
67^  from  240  a  pack.  "Right  now,  it 
pears  that  taxing  cigarettes  is  a  po 
cally  acceptable  way  of  raising  mon 
says  Stephen  Moore,  director  of 
policy  at  the  Cato  Institute,  a 
ington  conservative  think  tank. 
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[n  Washington  and  in 
te  capitals  across 
I  country,  officials 
I    tripping  over 
mselves  trying  to 
i  some  new  way  to 
lish  the  tobacco  industiy. 
new  law  in  Massachu- 
ts  requires  companies 
disclose  the  ingi'e- 
nts  of  cigarettes 
rting    in  July, 
ugh  the  industry 
challenging  the 
r  in  court.  The 
;tice  Dept.  is  ex- 
ited to  use  Lig- 
t's  new  documents 
bolster  its  criminal 
uiry  into  allegations 
it  the  tobacco  compa- 
s  lied  to  federal  authori- 
5  and  defrauded  the  pubhc. 
d  the  Federal  Ti-ade  Com- 
;sion  is  considering  reopening 
unfair    advertising  case 
linst  R.J.  Reynolds  Tobac- 

Co.'s  Joe  Camel  cam- 
gn,  alleging  that  the 
toon  character  induces 
lors  to  smoke. 
Pending  the  outcome  of 

industry  challenge,  new 
od  &  Drug  Administration 
;trictions  on  a  variety  of 
lustry  marketing  prac- 
?.s  go  into  effect  this 


AS  THE  LEGAL  PICTURE  DARKENS... 

CONNOR  VS.  RJR NABISCO  This  personal-injury  case, 
scheduled  to  be  tried  in  April  in  Florida,  has 
Big  Tobacco  very  nervous. 

MISSISSIPPI  VS  AMERICAN  TOBACCO,  ETAL.  Set  to 

begin  in  June,  this  is  the  first  trial  of  a  suit  by  a 
state  seeking  to  recover  Medicaid  expenses. 

FLORIDA  VS  AMERICAN  TOBACCO,  ETAL.  Many  analysts  consider  Florida's 
suit  to  be  the  most  dangerous  state  Medicaid  case  for  the  tobacco 
companies.  It's  expected  to  begin  in  June. 

...TAX  HIKES  ARE  IN  THE  AIR... 
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TAX  HIKE  PER  PACK 


STATUS 


ALASKA 
HAWAII 
MASSACHUSEHS 


Up  $1,  to  $1.29 
Up  400,  to  $1 
Up  250,  to  760 


OREGON 


FEDERAL 
GOVERNMENT 


Up  300,  to  680 
Up  430,  to  670 


Proposed 

Proposed 

Enacted  in 
1995 

Approved  in  1996 
Proposed 


nesota  State  Board  of  In- 
vestment are  sponsoring 
shareholder  resolutions 
asking  R.JR  Nabisco  Inc. 
and  Loews  Corp.,  parent 
of  LoriUai-d  Tobacco  Co.,  to  vol- 
unteer to  comply  with  the  new 
FDA  tobacco  regulations. 

Cogan  likens  the 
campaign  for  to- 
bacco divest- 
ment to  the 
campaign  for 
South  African 
divestment  in 
the   1970s  and 
1980s.  Back  then, 
state   pension  funds 
took  the  lead  in  filing  so- 
cially oriented  share- 
holder resolutions 
aimed    at  ending 
apartheid.  Le- 
Bow's  bombshell 
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...AND  BIG  FUNDS  ARE  EDGY 

MASSACHUSEHS  PUBLIC  RETIREMENT  INVESTMENT  MANAGEMENT 
BOARD  would  be  forced  to  sell  about  $200  million 
in  tobacco  stocks  under  a  bill  that  the  state  legis- 
lature is  likely  to  pass.  It's  not  clear  whether 
Republican  Governor  William  Weld  will  sign  it. 

TIAA-CREF  holds  $1.2  billion  in  tobacco  stocks.  Last  year, 
22.4%  of  voting  beneficiaries  supported  complete  tobacco 
divestment. 

MINNESOTA  STATE  BOARD  OF  INVESTMENT  could  dump  tobacco 
holdings  amounting  to  less  than  1%  of  assets. 

DATA-  INVESTOR  RESPONSIBILITY  RESEARCH  CENTER 


summer.  They 
range  from  eliminating 
most  vending  machines  to  banning  free 
samples  of  cigarettes. 

Investor  pressure  is  also  on  the  rise. 
Last  yeai',  the  New  York  State  Common 
Retirement  Fund  and  the  New  York 
State  Teachers'  Retirement  Fund  took 
steps  to  restrict  tobacco  stock  owner- 
ship, and  the  Maryland  Retii'ement  & 
Pension  System  decided  to  divest  com- 
pletely. This  year,  pension  funds  in 
Maine,  Massachusetts,  Minnesota,  and 
New  York  City  are  considering  similar 
options  according  to  Doug  Cogan,  an 
activist  with  the  Investor  Responsibility 
Research  Center 

Moreover,  the  New  York  State  Com- 
mon Retirement  Fund  and  the  Min- 


"could  be  an 

  example  of  the 

tyi^e  of  event 
that  will  lead 
—  more  institu- 

tional investors, 
if  not  to  divest, 
then  to  at  least  sup- 
port shareholder  reso- 
lutions," he  adds. 
COLLEGE  OUTCRY.  A  whiff 
of  campus  activism  is  also 
in  the  air.  On  Mar.  13, 
Smith  College  announced 
that  it  would  sell  the  to- 
bacco stocks  in  its  .$617 
million  endowment,  and 
Haverford  College  is 
considering  following 

  suit.  The  decision  "was 

made  on  principle  be- 
cause ...  we  feel  that  to- 
bacco companies  appear  to  be 
doing  some  heavy  promoting  of  smoking 
amongst  women,"  says  Smith  spokesper- 
son Ann  Shanahan. 

In  spite  of  the  ci'owing  of  the  attor- 
neys general,  it's  not  clear  what  impact 
LeBow's  admissions  and  new  documents 
will  have  on  the  state  health-care  cas- 
es— or  on  the  hundreds  of  personal- 
injuiy  cases  against  the  industry.  While 
plamttEfs'  lawyers  could  certainly  use  his 
words  about  the  dangers  of  cigarettes  as 
a  damning  confession,  defense  lawyers 
for  other  tobacco  makers  would  have  no 
trouble  discrediting  the  corporate  raider 
on  gi-ounds  of  lack  of  expertise  and  self- 
interest  in  securing  a  settlement. 

The  documents  that  Liggett  intends 
to  turn  over,  which  include  notes  fi-om 
meetings  of  the  Committee  of  Counsel,  a 
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group  of  in-house  tobacco  lawyers  that 
plotted  litigation  strategy,  are  more 
threatening.  In  some  of  the  22  suits, 
the  AGS  have  charged  the  industry  with 
mnning  a  criminal  conspii'acy.  And,  says 
University  of  Florida  law  professor  Lai's 
Noah,  the  Liggett  documents  could  pro- 
vide evidence  of  such  corporate  collu- 
sion. The  industry,  however,  challenges 
the  validity  of  the  AGs'  claims  on  legal 
and  factual  grounds  and  is  trying  to 
prevent  the  release  of  the  documents. 

Publicly,  Big  Tobacco  is  maintaining  a 
unified  and  belligerent  front,  rjr  and 
Philip  Morris  Cos.  wasted  no  time  in 
attacking  LeBow,  who  they  say  is  only 
ti-ying  to  shore  up  liis  troubled  company. 
"While  Bennett  LeBow  is  entitled  to 
express  his  personal  views  regarding 
smoking  and  health  issues,  those  views 
tend  to  change,  depending  on  the  cir- 
cumstances in  which  they  are  uttered," 
Philip  Morris  said  in  an  official  release. 
Like  R.JR,  Philip  Morris  tried  to  down- 
play LeBow's  admissions  by  arguing 
that  the  American  public  has  long  been 
aware  of  warnings  about  the  health 
risks  of  cigarettes. 

MORALE  BOOSTER.  But  the  publicity 
suiTounding  LeBow's  deal  has  clearly 
stung.  On  Mar.  21,  r.jr  Chairman 
Steven  F.  Goldstone  fii'ed  off  a  memo  to 
his  troops  to  boost  morale.  "When  you 
cut  through  all  of  the  sensational 
rhetoi-ic,  a  simple  truth  remains:  Our 
colleagues  at  Reynolds  Tobacco  manu- 
factiu"e  and  market  a  legal  pi-oduct  that 
millions  of  people  choose  to  enjoy. 
They . . .  have  every  reason  to  be  proud 
of  their  company  and  their  accomphsh- 
ments,"  he  wrote.  And  share  prices, 
which  rose  shai-ply  on  settlement  hopes, 
have  dropped.  Bellwether  Phihp  Morris 
peaked  at  139/s  on  Mar  11,  closing  at 
119^  on  Mar.  26. 

The  ii-ony  of  LeBow's  betrayal  of  Big 
Tobacco  is  that  it  may  delay,  not  hasten, 
the  peace  process  between  the  indus- 
tiy  and  its  opponents.  LeBow's  public 
niea  culpa  has  emboldened  antismok- 
ing  activists  to  insist  on  even  more 
stringent  regulation.  That  would  mean 
generic  packaging  and  a  nationwide  tax 
increase  of  at  least  $1  to  $2  a  pack.  Ac- 
tivists may  also  demand  "essentially  the 
ehmination  of  all  tobacco  marketing," 
says  Daynard,  of  the  Tobacco  Products 
Liability  Project.  To  add  insult  to  in- 
jury, the  industry  would  also  be  ex- 
pected to  pay  for  a  new  nationwide  anti- 
tobacco  ad  campaign  such  as  the  one  in 
California. 

Clearly,  peace  will  come  to  Big  To- 
bacco only  at  a  very  stiff  price.  On  the 
other  hand,  war  gets  more  expensive 
every  day. 

By  Mike  France,  with  Lori  Bon- 
giorno  in  New  York,  and  John  Caret/ 
and  Catherine  Yang  in  Washington 
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ONGE  MIGHT  BE  ENGUGH 
THIS  TIME 

If  the  economy  cools,  Greenspan  may  hold  off  on  another  hikef^ 


At  L.  L.  Bean  Inc.,  apparel  sales  are 
exceeding  expectations.  "Spring  has 
gotten  off  to  a  wonderful  start," 
says  a  spokeswoman  for  the  Freeport 
(Me.)  catalog  retailer  In  San  Francisco, 
AirTouch  Communications  says  demand 
for  cellular-phone  service  is  ahead  of 
last  year,  when  the  carrier  enjoyed  a 
45%  surge  in  new  customers.  Continen- 
tal Airlines  Inc.  filled  67%  of  its  seats  in 
February,  giving  the  carrier  its  best 
Febinary  ever.  "Ti-affic  has  never  been 
better,"  says  Chief  Operating  Officer 
Gregoiy  D.  Brenneman. 

Flush  with  stock-market  profits  and 
higher  incomes,  consumers  are  suddenly 
spending  with  abandon  on  everything 
from  new  clothes  to  new  houses.  Do- 
mestic demand  for  all  goods  and  ser- 
vices in  the  fii'st  quarter  is  surging  at  a 
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4.5%  chp,  estimates  St.  Louis  econom 
consultant  Joel  Prakken. 

All  the  signals  were  there  for  a  cla  '[■^^'f 
sic  anti-inflationary  rate  hike  by  tl 
Federal  Reserve.  Sure  enough,  on  Ma 
25,  the  Fed  nudged  up  the  federal  fun( 
rate  that  banks  charge  each  other  f( 
overnight  loans  from  5.25%  to  5.59f'W; 
Other  rates  rose  in  tandem. 

But  this  may  not  be  the  classic  sc( 
nario.  For  one  thing.  Fed  Chairma 
Alan  Greenspan  had  gone  to  gre£ 
lengths — in  congi-essional  testimony  an 
othei-  speeches — to  telegi-aph  the  comin  ^  by 
hike.  When  it  came,  in  fact,  the  mov  '^^n 
was  so  heavily  discounted  that  by  Ma 
26   the   markets   seemed   to  hav|!«rt?P: 
shiTigged  it  off. 

More  important,  this  hike  may  nc 
signal  the  beginning  of  a  series  of  hikes 
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aditionally,  such  a  STEADY 
)ve  after  two  years  THERE: 

stable  or  declining  Construction 
«s  would  be  the  first  is  up,  hut  for 

many.  And  some  how  long? 
momists  expect  that 
w.  "The  histoiy  of  monetaiy  policy  is 
it  once  is  never  enough,"  argues  Stuait 
)ffman  of  pnc  Bank  Coi-p. 
But  those  who  study  Greenspan 
isely  believe  the  Fed  chief  might 
eak  precedent  by  halting  after  one 
;rease.  Why?  He's  betting  on  an  im- 
nent  slowdown;  he  voted  for  the  Mar. 

hike  as  a  cheap  insurance  policy  in 
56  he's  wi'ong.  Indeed,  for  nine  months 
3  chief  had  fended  off  calls  by  hawkish 
lleagues  to  raise  rates,  since  he  was 
nvinced  a  slowdovni  was  coming.  And 
en  though  consumer  confidence  in 
ibiTiary  soared  to  an  eight-year  high 
d  orders  for  durable  goods  have  re- 
lined  robust,  there  have  been  few 
pis  of  price  surges  (charts). 
What's  more,  worker  anxiety — one  of 
■eenspan's  pet  indicators — remains 
^h  by  some  measures  (page  38). 
•eenspan  also  expects  a  sm-ging  dollai- 

help  cool  the  economy  by  crimping 
port  gi'owth.  And  with  Japan  still  in  a 
nk  and  Europe  struggling  to  salvage 

ill-planned  merger  of  its  cuiTencies, 
e  Fed  sees  the  dollai'  cUmbing  higher. 
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Still,  with  the  economy 
expected  to  record  its 
second  straight  quarter 
of  3%'-plus  annual  gi'owth, 
Greenspan  could  not  hold 
out  against  at  least  a  mi- 
nor rate  boost.  Among 
those  prodding  him  was 
Robert  T.  Parry,  presi- 
dent of  the  Federal  Re- 
sei-ve  Bank  of  San  Fran- 
cisco, who  recently 
expressed  concern  that 
"very  much  more  than 
2%  [growth]  would  be 
undesirable."  Greenspan 
seemed  to  agi'ee  when  he 
told  Congi'ess  on  Mar.  20 
that  despite  a  lack  of  in- 
flationary pressure,  the 
Fed's  biggest  mistakes  in 
the  past  occurred  when 
"we  were  too  late  in 
moving." 

SPRING  FEVER.  Now  that 
it  has  moved,  will  the 
Fed  retreat  to  the  side- 
lines? Economists  believe 
the  first-quarter  spend- 
ing binge  has  been 
fueled  partly  by  $8  bil- 
lion in  early  income-tax 
refunds  and  unusually 
warm  weather  that 
boosted  spring  apparel 
sales.  Pi'akken  notes  that 
a  forecasting  model  he 
built  with  former  part- 
ner Laurence  H.  Mey- 
er— now  a  Fed  gover- 
nor— shows  that  the 
full-point  tightening  fa- 
vored by  Wall  Street  in- 
flation vigilantes  would 
snuff  out  the  expansion 
by  next  year.  "Anything 
more  than  the  most 
modest  of  nudges  risks 
pushing  gi'owth  to  zero," 
he  says. 

Some  business  leaders  protested  the 
nudge.  But  others,  such  as  Chrysler 
Chairman  and  ceo  Robert  J.  Eaton, 
support  a  preemptive  move.  "I  don't 
think  a  quarter  of  a  point  is  going  to 
have  any  effect  [on  auto  sales],"  Eaton 
says.  "We  won't  recognize  it  in  the 
spring  selling  season." 

At  Wal-Mart  Stores  Inc.,  the  outlook 
is  cautious.  Sales  i"ose  6.7%  in  Febiiiaiy 
at  stores  open  a  year  or  more.  But 
most  of  the  gains  came  from  sales  of 
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basics  such  as  lawn  and 
household  supplies 
rather  than  electronics 
and  other  pricey  items 
that  indicate  consumers 
are  shooting  the  works. 
This  trend  doesn't  "lead 
us  to  believe  the  con- 
sumer is  overly  confi- 
dent," says  Senior  Vice- 
President  of  Finance 
J.J.  Fitzsimmons. 

What's  more,  few 
businesses  are  finding 
that  they  can  pass 
through  price  hikes — an- 
other sign  that  con- 
sumers aren't  buying 
with  reckless  abandon. 
"There's  excess  capacity 
in  the  world  for  eveiy- 
thing,  so  nobody  gets 
[full]  price,"  says  John 
M.  Trani,  chief  executive 
of  Stanley  Works,  the 
New  Britain  (Conn.)- 
based  manufacturer  of 
tools. 

As  a  result,  executives 
say  they're  still  under 
pressure  to  lower  costs. 
"There's  still  a  feeling 
you  have  to  get  stronger 
or  be  swallowed,"  notes 
Joel  Weinberg,  CEO  of 
American  Tack  &  Hard- 
ware. Home  Depot  Inc., 
he  says,  has  been 
angling  for  30%  price 
cuts  fi'om  American  Tack 
and  other  suppliers  as 
the  price  for  keeping  its 
accounts.  "There's  going 
to  be  a  concentration  of 
accounts  and  consolida- 
tion in  the  hardware 
business,"  laments  Wein- 
berg, whose  company  de- 
rives one-fifth  of  its  sales 
from  Home  Depot. 

These  trends  are  evidence  of  what 
some  call  the  "new  economy."  Global 
competition,  the  rise  of  highly  produc- 
tive information  industries,  and  unre- 
lenting corporate  downsizing  promote 
faster  gi-owth  and  lower  unemployment 
without  triggering  inflation.  Greenspan 
isn't  so  sure  the  rules  have  changed 
peiTTianently,  but  for  now,  he's  not  ready 
to  jam  on  the  brakes. 

By  Dean  Foust  in  Washington,  with 
bureau  reports 
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3e  increases-a  sign  consumers  aren't  all  that  giddy 


News:  Analysis  &  Commentary 


COMIVIENTARY 

By  Aaron  Bernstein 

WHO  SAYS  JOB  JUtXimr  IS  EASING? 


D 


LAYOFFS  AHEAD: 


iid  the  Federal 
Reserve  overre- 
act by  raising 
interest  rates  on  Mar. 
25?  True,  tiie  econo- 
my has  shown  excep- 
tional signs  of 
strength  recently, 
heightening  concerns 
that  inflation  may 
rear  up  later  this 
year  But  the  econo- 
my has  looked  strong 
several  times  before 
in  the  past  two  years 
without  causing  the 
Federal  Reserve  to 
hit  the  brakes.  Then, 
Chairman  Alan 
Greenspan  argued 
that  widespread 
downsizing  made 
employees  afraid  to 
demand  the  big  raises  that  would 
kick  off  inflation.  Lately,  however,  he 
has  been  saying  that  job  insecurity  is 
easing.  This  was  undoubtedly  a  fac- 
tor in  his  support  of  the  quarter- 
point  hike  in  the  federal  funds  rate. 

Problem  is,  job  insecurity  hasn't 
vanished.  New  figwes  show  that 
companies  are  laying  off  even  more 
than  they  were  a  year  ago,  when 
worker  anxiety  hit  the  fi'ont  pages. 
And  employees  are  more  worried 
about  losing  jobs,  according  to  a  new 
survey  by  the  University  of  Wiscon- 
sin. Given  the  numbers,  "I  don't 
know  why  pohcymakers  perceive  an 
improvement  in  worker  anxiety," 
says  Jeff  Dominitz,  a  California  Insti- 
tute of  Technology  economist  who  co- 
wrote  the  Wisconsin  sui-vey. 
STEADY  DRUMBEAT.  Just  look  at  the 
figures  on  job  cuts.  Mass  layoffs— 
those  involving  50  or  more  people  at 
a  single  work  site — rose  4%  in  the 
last  quarter  of  1996  over  the  same 
quarter  of  1995,  to  4,480  instances, 
according  to  a  Bm'eau  of  Laboi'  Sta- 
tistics (BLS)  survey  released  on  Mar. 
20.  The  number  of  workers  involved 
climbed  2%,  to  459,000. 

Statistics  for  early  1997  show  the 
same  trend.  Job  cuts  in  February 
were  20%  liigher  than  in  Febinaary, 
1996,  according  to  Challenger,  Gray  & 
Christmas  Inc.,  a  Chicago  outplace- 


Heinz  is  going  to  cut  6%  of  its  workforce 


ment  firm  that  tracks  layoff  announce- 
ments. On  Mar.  14,  for  instance,  H.J. 
Heinz  Co.  said  that  it  plans  to  slash 
6%  of  its  woi'ldwide  workforce  as  part 
of  a  r-estructuring  (table). 

The  steady  dr-umbeat  of  layoffs 
keeps  many  workers  anxious.  Yes,  a 
low  unemployment  rate  and  strong 
job  gr'owth  have  boosted  consumer 
confidence,  according  to  the  Confer- 
ence Board.  But  the  New  Yor-k  busi- 
ness group  doesn't  specifically  ask 
workers  how  secure  they  feel  their 
jobs  are,  as  the  Wisconsin  survey 
does.  Every  thr-ee  months,  the  latter 
asks  a  random  national  sample  of 
employees:  "What  do  you  think  is 
the  percent  chance  that  you  will  lose 
your  job  during  the  next  12 
months?"  In  the  most  r-ecent  period, 
ending  in  January,  the  average  re- 


WHO'S  cirniNG  back 


ANNOUNCEMENT 

COMPANY 

JOB  CUTS 

DATE 

BEST  PRODUCTS 

10,000 

NOV 

96 

AETNA  LIFE 

8,200 

OCT 

96 

SUNBEAM 

6,000 

NOV 

96 

WELLS  FARGO 

3,800 

DEC 

96 

APPLE  COMPUTER 

4,100 

MAR 

97 

HJ.  HEINZ 

2,500 

MAR 

97 

DATA;  CHALLENGER.  GRAY  &  CHRISTMAS  INC.,  BUSINESS  WEEK 


sponse  was  17.5%,  vs, 
16%  a  year  earlier. 

Such  layoff  fears 
are  hkely  to  keep 
wage  hikes  subdued 
even  if  the  economy 
continues  to  strength- 
en. "Companies  are 
using  downsizing  to 
control  wage  pres- 
sures," says  John  A. 
Challenger,  executive 
vice-president  at 
Challenger  Gray. 

AT&T  exemplifies 
the  pressures  workers 
face.  Although  the 
company's  net  em- 
ployment rose  by 
2,000,  to  130,000  last 
year,  it  still  whacked 
8,000  jobs.  Many  were 
operators  being  re- 
placed by  voice-recognition  technolo- 
gy. AT&T  has  dumped  55%  of  its  op- 
erators since  1990.  "The  decline  will 
continue,"  says  at&t  spokesman 
Burke  Stinson. 

DOWNWARD  MOBILITY.  That  spells  job 
anxiety  for-  folks  like  Cindy  Belanger, 
41.  An  AT&T  operator  in  Plymouth, 
Mich.,  she  has  24  year's  experience,  a 
5-year-old  child,  and  a  machinist  hus- 
band. What  she  lacks  are  specialized 
skills  or  post-secondary  schoohng.  So 
even  though  jobs  are  plentiful,  Be- 
langer knows  she's  unlikely  to  match 
her  cun-ent  salary  of  $610  a  week. 
"I'll  be  working  two  jobs  at  least  if  I 
lose  this  one,"  she  says. 

Her  fears  aren't  misplaced.  Only 
thr'ee-quarlers  of  workers  who  lose  a 
permanent  job  find  any  kind  of  new 
job  within  thr'ee  year-s,  according  to 
an  analysis  of  bls  data  by  Princeton 
University  economist  Henry  S.  Far- 
ber  And  on  average,  the  new  posi- 
tions pay  14%  less  than  the  old  ones. 
"It's  clear  that  if  you  lose  your  job, 
you're  likely  to  lose  income,"  says 
Farber 

Greenspan  was  eager  to  head  off 
overheating  before  it  happened.  But 
with  the  job  market  still  in  turmoil, 
his  move  probably  was  unnecessary. 

Beymstein  is  BUSINESS  week's 
Workplace  Editor. 
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DRKPLACE 


r  S  NO  DREAM  CONTRACT, 
UT  IT  BEATS  A  STRIKE 

hy  American's  pilots  are  heading  toward  settlement 


t  won't  be  pretty,  and  it  probably 
won't  be  quick.  But  in  the  end,  pilots 
it  AMR  Corp.'s  American  Ail-lines  Inc. 
!  likely  to  approve  a  new  contract, 
;n  though  it  falls  well  short  of  their 
nands.  The  Allied  Pilots  Assn.'s  board 
estepped  a  vote  on  Mar.  22,  insisting 
it  final  contract  language  be  in  hand 
;t.  But  sources  on  both  sides  predict 
it  the  accord  vdll  pass  when  the  apa 
ectors  meet  on  Apr.  3. 
American's  pilots  have  good  reason  to 
tie  this  time  and  avoid  a  walkout  like 
I  one  that  briefly  shut  down  the  na- 
n's No.  2  carrier  on  Feb.  15.  For 
rters,  if  they  reject  this  deal,  Con- 
;s3  may  impose  a  less  favorable  one. 
e  Presidential  Emergency  Boai'd  Clin- 
1  appointed  after  the  strike  recom- 
nded  a  deal  that  the  union  values  at 

less  than  the  new  one. 
■HER  BAR.  Another  key  factor:  Union 
ssident  James  G.  Sovich  and  all  five 
mbers  of  the  union's  negotiating  com- 
ttee  are  solidly  behind  the  contract, 
lead,  in  a  conciliatory  move  on  Mar. 

the  union  agreed  to  wait  30  days 
'ore  striking  if  the  board  or  the  mem- 
rs  turn  down  the  deal.  "It's  black- 
i-white  the  best  contract  in  the  in- 
stry,"  says  Brian  A.  Mayhew, 
lirman  of  the  negotiating  team  and  a 
rd-liner  who  had  fought  the  first  con- 
ict,  which  was  negotiated  last  Sep- 
nber  That  deal  was  rejected  by  more 
m  60%  of  the  rank  and  file  on  Jan.  8. 
The  union  can  claim  victory  on  the 
^  front,  where  it  has  set  a  higher  bar 


for  eveiyone  in  the  industry.  Lead- 
ers figure  they  squeezed  about  $180 
million — or  43% — more  than  the  re- 
jected deal  from  a  company  that  said 
there  was  no  more  to  give.  "What 
American  has  to  hope  for  is  everybody 
else  [in  the  industry]  gets  a  deal  that's 
as  bad  or  worse,"  says  bt  Securities 
Coi-p.  analyst  Vivian  Lee.  On  the  other 
hand,  productivity  gains  should  soften 
the  blow  for  American  and  hold  labor- 
cost  increases  below  inflation,  says 
Adam  Blimienthal,  a  financial  consul- 
tant for  the  pilots.  American  sources 
call  the  deal,  which  includes  a  9%  pay 
raise — in  four  yearly  increments — "mar- 
ginally" more  expensive  than  the  last. 

Still,  the  new  deal  won't  pass  without 
a  fight.  It  doesn't  grant  pilots'  main 
demand:  that  they  be  aUowed  to 
fly  the  new  generation  of  small  jets 
that  parent  amr  wants  to  introduce 
in  its  Eagle  commuter  operations.  Ea- 
gle pilots  eam  less  and  belong  to  a 
different  union.  Under  the  proposed 
contract,  AMR  wins  the  right  to  use 
Eagle  pilots  to  fly  the  small  jets,  fol- 
lowing the  pattern  already  established 
in  the  industry. 

Union  negotiatore  argue,  however,  that 
while  they  didn't  win  on  the  smaU-jet  is- 
sue, they  wiomg  as  many  promises  out  of 
American  as  possible.  For  instance,  the 
proposed  pact  jjlaces  a  limit  on  the  routes 
that  Eagle  can  fly  with  the  50-to-70-seat 
jets,  including  a  550-mile  average  flight 
length.  And  ftuther  to  allay  fears  that 
AMR  vrill  use  the  regional  jets — ^and  Eagle 


WILL  THIS  DEAL  FLY? 

The  proposed  settlement  gives  something  to  each  side: 

COMPENSATION  A  9%  pay  increase,  coming  in  four  increments  through 
lUgust,  2001.  American  will  give  pilots  options  on  5.75  million  shares 
iriced  $10  below  market.  Lower  wage  scale  for  new  hires  will  be  phased  out. 

REGIONAL  JETS  An  AMR  Eagle  unit  represented  by  a  different  union  will 
ly  American's  regional  jets.  But  if  the  big-jet  fleet  falls  below  628  planes, 
imerican  must  remove  one  regional  jet  for  every  two  big  jets  it  cuts. 

OB  FLEXIBILITY  An  innovative  IC-year  deal  allows  furloughed  American 
lilots  to  move  to  jobs  at  Eagle.  Eagle  jet  captains  may  get  first  crack  at 
ijg-jet  jobs.  American  must  hire  one  Eagle  pilot  for  every  two  new  hires. 

'LEET  LIMIT  The  regional  jet  fleet  is  capped  at  67  for  the  life  of  the 
ontract.  Regional  jet  trips  will  average  550  miles. 

OB  SECURITY  Pilots  on  the  seniority  list  on  the  date  of  signing  won't  be 
urioughed  during  this  contract. 


pilots — to  replace  big  jets,  the  company 
promised  to  cut  one  Eagle  jet  for  every 
two  big  jets  if  the  American  big-jet  fleet 
falls  below  628  planes. 
AT  THE  TOP.  The  pact  also  offers  a  nov- 
el form  of  job  security.  Some  Eagle  re- 
gional jet  pilots  may  be  bumped  by 
American  pilots  if  the  main  airline  frir- 
loughs  workers.  In  retui'n.  Eagle  pilots 
get  fii'st  dibs  on  half  the  new  jobs  at 
American. 

APA  critics  contend  the  job-security 
provisions  are  just  window  dressing. 
They  "will  not  protect  our  flying.  They 
will  only  serve  to  reduce  the  magnitude 
of  the  [job]  loss,"  predicts  union  board 
member  Dan  Carey,  chairman  of  the 
union's  New  York  unit. 

Still,  the  no  votes  are  likely  to  be  in 
the  minority.  Most  members  will  proba- 
bly be  happy  to  settle  for  a  contract 
that  would  put  American  pilots  at  the 
top  of  the  industry  pay  heap  and  ehmi- 
nate  a  detested  two-tier  wage  system 
that  pays  less  to  new  pilots.  And  the 
small-jet  threat  is  still  just  a  threat, 
while  the  reality  of  a  costly  strike  hit 
home — briefly — in  Febniaiy.  For  better 
or  worse,  both  sides  may  finally  gi"ab 
this  deal  as  the  best  they  can  get. 

By  Wendy  Zellner  in  Dallas 
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TWA  IS  CARRYING 
SOME  HEAVY  BAGGAGE 

New  CEO  Gitner  faces  big  losses  and  an  angry  union 


It's  hard  to  envy  Ti'ans  World  Air- 
lines Inc.  CEO  Gerald  L.  Gitner  Even 
before  he  assumed  the  top  job  per- 
manently on  Feb.  12,  after  acting  as 
chief  since  December,  the  airline's 
largest  union  was  calling  for  his  resig- 
nation. While  every  other  major  airline 
posted  hefty  profits  in  1996,  twa  lost 
$259  million  on  revenues  of  $3.6  billion. 
And  on  Mar.  25,  twa's  auditors  ex- 
pressed doubts  about 
the  airline's  ability  to 
continue  as  a  going 
concern. 

Gitner,  a  longtime 
board  member  who 
retains  his  job  as  head 
of  investment  banking 
firm  Avalon  Group 
Ltd.,  acts  as  if  it's  no 
big  deal:  "It  goes  with 
the  territory.  Nobody 
ever  said  it  was  going 
to  be  easy."  Ti-ue 
enough,  but  Gitner,  51,  may  find  the  job 
even  more  daunting  than  did  the  three 
CEOS  who  have  come  and  gone  since  a 
banki'uptcy  enried  raider  Carl  Icahn's 
ownership  in  199.3. 

This  CEO  faces  problems  that  his  pi-e- 
decessors  didn't.  Employee  unity — which 
kept  the  St.  Louis-based  airline  alive 
thi'ough  two  bankiTiptcies  and  last  sum- 


TWA:  RUNNING  OUT 
OF  RUNWAY? 
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mer's  Flight  800  tragedy — is  crambling. 
Workers  have  gone  without  raises  foi-  a 
decade,  and  now,  two  major  unions  are 
in  opposite  camps:  pro-  and  anti-Gitner 
"They  can't  fight  an  internal  battle  and 
a  battle  for  survival  at  the  same  time," 
predicts  Michael  J.  Boyd,  president  of 
Aviation  Systems  Research  Corp.  in 
Golden,  Colo. 

TWA  has  almost  no  margin  for  error 
Its  cash  position  has 
shrunk  to  a  meager 
$182  million,  down 
from  $304  million  a 
year  ago.  Costs  for 
maintenance  are  soar- 
mg.  Antl  wliile  aii'line 
travel  overall  is  up, 
consumers  are  still 
spooked  by  the  as-yet- 
imexplained  twa  crash 
off  Long  Island.  The 
aii'line's  passenger  rev- 
enue declined  by  1%  in 
the  foiuth  ciuaiter,  to  $687  million.  Wliat's 
more,  twa's  luiion  contracts  come  uj3  for 
renewal  in  September.  And  eiiij^loyees, 
who  have  ti'aded  wage  concessions  for 
30%  of  twa's  equity,  are  no  longer  willing 
to  postpone  meaningful  raises. 

Getting  twa's  unions  on  his  side  may 
be  Gitner's  toughest  problem.  In  early 
Februarv,  leaders  of  the  International 


WORK  TO  DO 

A  mechanic 
at  TWA'S  hub 
in  St.  Louis; 
union  workers 
are  expecting 
sizable  raises 


Association  of  R 
chinists  (lAM)  pi 
licly  labeled  Gitr 
unqualified  becai 
he  lacks  operati 
experience,  calli 
for  him  to  st 
down.  On  Feb 
the  lAM  gained  m( 
leverage  when 
won  a  contentic 
election  to  represent  twa's  5,200  fUj 
attendants.  The  machinists  now  rep: 
sent  80%  of  twa's  workfoix-e  and  hs 
three  board  seats. 

OUTSIDE  INTEREST.  The  lAM  has  its  c 

ideas  about  how  to  run  the  troub] 
airline.  It  has  been  ti-ying  to  fmd  an 
vestoi'  to  buy  twa  and  bring  in  ni 
management.  In  December,  when  Gitr 
became  acting  ceo,  iam  members  flo( 
ed  twa's  board  with  thousands  of  fax 
urging  that  the  top  job  go  to  Jonath 
Ornstein,  the  head  of  Brussels-bas 
Virgin  Express.  Ornstein,  who  has  t 
to  the  David  Bondennan  investor  groi 
which  controls  Continental  Airlines  In 
had  approached  the  iam  with  a  report 
$150  million  proposal  to  recapitalize  TV 
"TWA  is  a  veiy  interesting  situation,  a: 
with  the  right  ingi-edients,  it  could 
fixed,"  says  Ornstein.  Says  William 
Scheri,  the  iam's  airline  vice-presidei 
"We're  always  interested  in  people  w 
want  to  biing  money  into  twa  and  tu 
around  the  airline." 

While  the  Ornstein  deal  never  r 
suited  in  a  conci'ete  offer,  it  caused  a  r 
with  the  TWA  pilots,  who  back  Gitni 
"My  money  is  on  Geny  Gitner  at  tl 
moment,"  says  Don  Jacobs,  head 
twa's  Air  Line  Pilots  Assn.  The  i 
vestors  who  are  flirting  wdth  the  i/ 
are  "vulture  capitalists,"  he  says,  w^ 
want  to  buy  twa  for  almost  nothin 
Gitner  says  he  takes  the  iam's  mov 
phCosopliically:  "I  can't  stop  it,  so  I  cai 
let  it  bother  me." 

Meanwhile,  Gitner  is  doing  what 
can  to  smooth  things  over.  On  Mar.  2 
he  flew  to  Washington  for  a  meeting 
requested  with  Scheri,  which  Gitn 
says  was  at  least  cordial.  And  Gitn 
is  visiting  twa's  bases  around  the  cou 
try  to  meet  with  rank-and-file  workei 

Airline  experts  have  been  predictii 
twa's  demise  for  years.  And  '97  lool 
like  another  touch-and-go  yeai-.  Tlie  late 
snag:  That  alarming  auditors'  repo 
could  halt  a  $50  million  jirivate  plac' 
ment  twa  has  in  the  mai-ket.  Still,  Gitn 
insists  the  downsizing  is  over  for  no 
And  given  forecasts  of  a  strong  simim< 
travel  season,  twa  could  rebound  in  '97 
if  employees  stay  on  board. 

Bjj  Susan  Chandler  in  Chicai 
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Since  inventing  cellular 
and  after  introducing 
digital  wireless, 
wireless  office 

systems  and  cordless  phones, 
It  seems  that 
anyone  can  get  ahold 
of  you  no  matter 
where  you  are. 
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We  make  the  things  that  make  communications  work." 


News:  Analysis  &  Commentary 


By  Peter  Elstrom 


LET  THE  TELECOM  DOGFIGHT  BEGIN 


Have  you  noticed  much  change  in 
your  phone  service  since  the 
Telecommunications  Reform 
Act  was  passed  a  year  ago?  Don't 
worry.  Nobody  else  has,  either.  Let- 
ting local  and  long-distance  compa- 
nies compete  in  each  other's  busi- 
nesses will  eventually  mean  lower 
prices  and  increased  choice.  But 
competition  is  being  delayed  by  end- 
less disputes  between  companies 
that  seemingly  would  rather  fight  it 
out  in  the  hearing  room  than  in  the 
marketplace. 

That  leaves  most  consumers  with 
the  same  choices — and  prices — they 
had  before  "deregulation."  Faced 
with  high  costs  and  other  obstacles, 
long-distance  companies  ai'e  moving 
slowly  into  local  service,  at&t  resells 
local  calling  in  only  a  handful  of  test 
markets,  and  MCi  Communications 
Corp.  has  focused  its  local  efforts  on 
business  customers.  Meanwhile,  the 
Baby  Bells  can't  offer  long-distance 
service  until  they  prove  that  they 
face  effective  competition  in  their 
markets.  So  far,  not  one  Bell  has 
been  able  to  prove  that  to  regulators' 
satisfaction. 

MORE  CLOUT.  What's  the  cost  of  this 
standoff.'  No  one  knows  exactly.  But 
in  the  local  market  alone,  competition 
could  cut  costs  by  20%,  which 
amounts  to  $50  miUion  a  day,  esti- 
mates industry  consultant  Andr-ew 
Seybold. 

It's  time  to  cut  the  r-ed  tape  and 
let  traie  competition  begin.  Her-e's 
one  way:  Give  state  regulators  the 
power  to  impose  severe  penalties  on 
companies  that  thwart  competition. 
Pr-ovided  with  that  extra  clout,  regu- 
lators could  let  companies  into  new 
mai'kets  more  quickly — knowing  that 


they  have  an  effective  recourse  in 
case  of  wi'ongdoing. 

It's  understandable  that  state  and 
federal  r-egulatoi's  have  been  i-eluc- 
tant  to  let  the  Bells  into  long  dis- 
tance. Sever-al  of  them  have  i-evealed 
their-  anticompetitive  tendencies  by 
dragging  out  negotiations  over-  let- 
ting new  entr-ants  r-esell  their-  call- 
carTying  capacity.  One  recent  tr-ick  is 
for  Bells  to  for-ce  local  competitors 
to  fax  them  or-ders  when  customers 
want  to  change  carriers:  The  faxed 
order-s  often  ar-e  delayed  or  full  of 
er-ror-s. 

Clear-ly,  Bells  that  dehberately 


Competition  could  cut 
local  costs  by  20%, 
or  $50  million  a  day 


block  local  competition  deser-ve  to  re- 
main bar-r-ed  fr-om  long  distance.  And 
state  regulators  should  continue  to 
make  sur-e  that  the  Bells  comply 
with  a  14-point  checklist  mandated 
by  the  Feder'al  Communications 
Commission.  Among  other  things, 
the  FCC  says  that  local  incumbents 
must  offer  newcomers  access  to  their 
local-calling  networ-ks  at  fair  pr-ices. 

Sometimes,  though,  deter-mining 
whether  a  local  phone  company  has 
clear-ed  all  the  hui'dles  is  a  judgment 
call.  So  to  speed  up  dei-egulation,  it 
makes  sense  to  find  ways  to  let  com- 
petitors get  into  new  businesses  easi- 
ly— while  giving  the  authorities  the 
power  to  swaftly  punish  anticompeti- 
tive practices. 

Illinois  is  ready  to  try  this  ap- 


proach. A  bill  passed  by  the  state 
Senate  in  late  Mar-ch  gives  the  Illi- 
nois Commerce  Commission  power  to 
fine  phone  companies,  including 
Ameritech  Corp.,  for  anticompetitive 
behavior.  The  financial  penalties  the 
commission  can  impose  have  jumped 
to  $30,000  per  day  per  violation,  up 
from  $2,000.  Says  Patrick  O'Malley, 
the  Republican  state  senator  who 
sponsored  the  bill:  "You  need  teeth 
in  the  enfor-cement  mechanism." 
BROAD  SUPPORT.  Geor-gia's  state  sen- 
ate recently  passed  a  similar  bill.  It 
increases  fines  to  $15,000  initially  and 
$10,000  per  day  per  violation — up 
from  $1,000  and  $500,  r-espectively, 
now.  Many  other  states,  in  contrast, 
cannot  even  fine  the  Bells  for  acting 
anticompetitively.  Colorado  regula- 
tors, for  example,  must  get  court  ap- 
proval before  they  can  impose  any  fi- 
nancial penalty. 

The  Illinois  law  has  won  broad 
support  among  telecom  companies. 
AT&T,  MCI,  and  Spr-int  have  all  pub- 
licly backed  it.  at&t's  top  executive 
in  Illinois  says  he'll  recommend  using 
the  bill  as  a  model  in  other  states 
that  want  to  speed  up  competition. 
Even  Amer-itech  supports  the  legisla- 
tion, arguing  that  the  penalties  won't 
matter  because  it  will  play  fair.  "It's 
a  good  solution  to  put  in  safeguards 
to  satisfy  the  skeptics,"  says  Peter 
Vujaklia,  vice-president  at  Mer-cer 
Management  Consulting.  If  the  skep- 
tics are  satisfied,  telecom  customers 
can  start  seeing  the  savings  that 
have  only  been  a  promise  for  mor-e 
than  a  year. 
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Elstrom  covers  telecommunica- 
tions from  BUSINESS  week's  Chicago 
bureau. 


Andrew  Anker, 
CEO,  HotWired,  Inc. 


There  are  cool  places  on  the  Internet.  And  then 


there  are  truly  hot  ones-hke  the  HotWired' ' 


Network  (www.hotwired.com),  serving  over  two 


To  create  one  of 
the  most  dynamic 
Web  sites,  HotWired 
clicked  on  Sybase. 


milhon  page  views  every  day.  What  helps  HotWired  generate  all  this  heat?  Sybase?  We  provide  the  database  and  Internet 


Internet  Solutions 


solutions  that  run  their  site  end-to-end.  We  make  it  dynamic.  Personalized. 


Different  eveiT  time  you  see  it.  We  even  help  track  visitors'  browsing  habits,  so  content  is  automatically  updated  with 
each  visit.  Which  is  why  more  of  the  top  Intemet  sites  run  on  Sybase  than  any  other  solution.  For  a  more  in-depth  look 


at  what  we've  done  for  HotWired,  visit  www.sybase.com/hotwired.  Or  Ciill 
us  at  1-800-8-SYBASE.  It's  where  the  most  dynamic  Web  sites  begin.  www.sybase.com 
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News:  Analysis  &  eommentary 


MARKETING 


MICHAEL  JORDAN'S 
FULL  CORPORATE  PRESS 

His  Airness  wants  his  sponsors  to  make  deals  with  each  other 


T 


Ihe  television  spot  for  WorldCom  Inc. 
plays  off  a  simple  joke:  Basketball 
superstar  Michael  Jordan,  having 
signed  up  as  spokesman  for  the  No.  4 
long-distance  company,  iinds  out  that  as 
part  of  the  deal,  he's  expected  to  cold- 
call  consumers  to  get  them  to  switch 
carriers.  The  spot  ends  with  Jordan  on 
the  pay  phone  in  the 
locker  room,  plowing 
dutifully  through  the 
phone  book. 

Turns  out  it's  no 
joke.  Jordan  has  been 
doing  some  high-level 
pitching  for  WorldCom 
to  a  select  group  of  e.x- 
ecutives — at  the  large 
companies  that  are  also 
his  sponsors.  It's  a  gold- 
plated  prospect  hst  that 
includes  Nike,  McDon- 
ald's, Quaker  Oats,  Sara 
Lee,  and  Wilson  Sport- 
ing Goods.  Their  coiiDO- 
rate  business  would  be 
a  boon  to  WorldCom, 
which  at  $5.4  billion  in 
annual  revenue  trails 
far  behind  the  long-dis- 
tance Big  Three:  at&t, 
MCI  Communications, 
and  Spi'int. 

EXTRA  VALUE.  Jordan's 
efforts  represent  the 
latest  twist  in  the  mar- 
keting sti-ategy  devised 
for  him  bv  agent  David 
B.  Falk.'The  idea:  If 
Jordan  makes  a  person- 
al effort  to  generate 
business  for  his  spon- 
sors, his  value  as  a 
spokesman  will  in- 
crease— along  with  the 
price  he  can  command 
for  future  endorsement  deals.  "Our  job 
is  to  use  Michael's  influence  to  explain 
the  synergy"  jjossible  between  sponsors, 
says  f'alk,  who  calls  this  push  "Michael 
Jordan's  Corporate  Partner  Progi'am." 
With  many  of  Jordan's  endorsement 
deals  extending  as  far  as  10  years  in 
the  future,  Falk  predicts  that  thi-ee  or 
four  Jordan  sponsors  eventually  will 
hook  up  with  WorldCom.  And  World- 


Com says  it  would  be  interested  in 
hooking  up  with  other  Jordan  partners. 
"It's  a  logical  network,  isn't  it?"  says  a 
spokeswoman. 

The  prototype  for  this  network  was 
Jordan's  1996  hit  movie.  Space  Jam. 
Eveiy  Jordan  sponsor  got  a  plug  in  the 
animated  flick  just  for  being  associated 


MULTIPLICITY  MARKETING 

Michael  Jordan  has  a  plan  to  maximize  his  income  from 
endorsements  as  his  basketball  career  ends: 


BUILD  A  BRAND 

■ 

PROMOTE 

■ 

CROSS-SELL 

Jordan  Ls  now  a 
"superbrand,"  having 
limited  his  endorse- 
ment deals  to  a  hand- 
ful of  large  corporate 
sponsors,  including 
Nike,  WorldCom,  and 
McDonald's. 


Corporate  sponsors 
work  together  to 
maximize  the  value 
of  promotional 
events.  For  example, 
Jordan's  movie, 
Space  Jam,  plugs 
each  of  his  .sponsors. 


Jordan  persuades  his 
sponsors  to  buy  from 
each  other.  The  first 
step:  Asking  other 
companies  with  Jor- 
dan deals  to  switch 
long-distance  service 
to  WorldCom. 


with  him.  Now  Falk  envisions  all  sorts 
of  deals  that  his  star  could  help  put  to- 
gether. He  figures  Jordan  might  per- 
suade WorldCom  to  insert  McDonald's 
coupons  in  its  mailings,  or  get  Sara 
Lee's  Coach  leather-goods  unit  to  pro- 
mote sales  of  backpacks  by  offering 
samples  of  Bijan  Fragi'ances'  Michael 
Jordan  cologne. 

With  Jordan,  84,  nearing  the  end  of 


his  playing  career,  adding  a  little  ext 
juice  to  his  endorsement  deals  mak 
sense,  say  marketing  gurus.  "Falk  h 
been  innovative  in  so  many  ways  wi 
Michael,"  says  David  Burns,  founder 
Chicago-based  Burns  Sports  Celebri 
Service  Inc.,  w-hich  matches  athlet 
with  advertising  agencies.  The  agei 
for  example,  has  limited  the  star's  e 
dorsements  to  around  a  dozen  maj 
companies,  wliich  together  pay  Jord; 
an  estimiated  .$40  miUion  a  year  Ho' 
ever,  even  Falk  concedes  that  he's  u 
likely  ever  to  find  another  athlete  w 
matches  Jordan's  nearly  universal 
peal — and  whom  he  can  tiuTi  into  wh 
he  calls  a  "superbrand." 

So  far,  however,  the  synergy  amoi 
sponsors  remains  theoretic? 
Just  because  Michael  Jord; 
comes  calling,  major  corp 
rations  such  as  Quaker 
Nike  are  unlikely  to  swit( 
their  huge  phone  contract 
"I  doubt  it  will  have  much, 
any,  influence  on  a  decisic 
that  could  not  be  indepei 
dently  rationalized  and  su] 
ported,"  says  marketing  coi 
sultant  George  Rosenbaui 
of  Chicago's  Leo  J.  Shapii 
&  Associates.  Quaker 
ready  has  turned  Jorda 
dowTi.  "MCI  is  our  long-dii 
tance  canier.  We're  sticMn 
with  them  for  the  foreset 
able  futiu'e,"  says  spokesm; 
Ron  Bottrell.  Similaiiy,  Nik 
sees  little  potential  for  crosi 
pollination.  "Fundamental! 
our  business  objectives  ar 
different  than  any  other 
Michael's  partners,"  say 
Erin  Patton,  Nike's  directo 
of  basketball  products  an 
marketing. 

Falk  admits  that  Jorda 
can't  force  his  sponsors 
change  vendors,  but  he  be 
lieves  they  will  eventuall 
come  around.  "It's  in  every 
one's  interest  to  do  this,"  h 
says.  And  some  Jordan-in 
spired  cross-promotion  a' 
ready  is  in  the  works.  I 
WorldCom's  summer  ad  cam 
paign,  actors  will  wear  Oakley  sun 
glasses,  endorsed  by  Jordan,  and  outfit 
fi'om  Wilson.  And  Falk  is  pushing  cor, 
porate  partners  to  put  their  logos  oi: 
WorldCom  phone  cards. 

If  Jordan  can't  start  making  sales,  h( 
might  try  some  incentives — like  playof 
tickets  for  CEOs.  Now  that  would  b( 
real  synergy. 

By  Susan  Chandler  in  Chicagi 
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At  Arthur  Andersen,  our  business  is  helping  you  to  improve  your  business. 
With  dedicated  professionals  drawn  from  many  disciplines  and  our 
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MEDICINE 


TO  SCREEN  OR 
NOT  TO  SCREEN 

Will  new  evidence  lead 
to  earlier  mammograms? 

Women  in  their  40s  who  are  un- 
sure about  whether  to  get  main- 
mograms  can  be  forgiven  their 
confusion.  Tlie  medical  community  seems 
to  be  equally  at  sea:  The  debate  has 
gone  back  and  forth  for  years.  Now, 
taking  on  the  National  Cancel'  Institute 
(NCI),  which  does  not  recommend  regu- 
lar mammography  for  low-risk  women 
in  their  40s,  the  American  Cancer  Soci- 
ety (ACS)  on  Man  24  called  for  yearly 
screening. 

If  women  follow  the  ACS  recommen- 
dation, it  will  represent  a  big  change — 
medicaOy  and  financiiilly.  Ex]3erts  say  the 
up-front  costs  of  mammography  for 
women  in  their-  40s  could  run  as  high  as 
$850  million.  In  terms  of  "cost  per  year  of 


hfe  saved" — a  figui'e  used 
to  detennine  the  cost  ef- 
fectiveness of  a  treat- 
ment— having  an  annual 
mammogi'am  &"om  age  40 
to  79  would  cost  $18,800 
per  year  of  life  saved,  well 
above  the  $10,000  for 
coronaiy  byjjasses.  In  the 
long  run,  though,  added 
screening  could  make  eco- 
nomic sense  if  enough 
cancers  are  detected  and 
treated  early. 

Indeed,  some  business- 
es don't  have  to  be 
convinced  of  the  cost- 
effectiveness  of  early 
screening.  Zeneca  Phar- 
maceuticals bought  its 
own  mammogram  ma- 
chines and  offers  all 
women  employees  annual 
screening  at  the  work- 
place. It  figures  it  may 
have  saved  $1.1  million  over  seven  years 
by  detecting  and  treating  a  dozen  can- 
cers early.  Adolph  Coors  Co.  and  Rite 
Aid  Corp.  also  have  on-site  progi'ams. 


CANCER  WATCH:  More., 
testing  may  save  livet 


THE  AGE  FACTOR 


DATA:  NATIONAL  CANCER  INSTITUTE 


Even  some  cost-dj 
scious  insurers  are  sts 
ing  to  cover  early  screi 
ing.  U.  S.  Healthcare, 
one,  will  cover  annij 
mammograms  for  worr 
40  to  50  if  a  woman 
high  risk  or  if  a  phy 
cian  requests  it.  But  U 
Healthcare  and  its  pe^ 
are  taking  a  wait-and-d 
approach  on  yearly  maj 
mogi'ams  for  all  worn 
in  their  40s. 

Several  studies  led  t 
ACS  to  change  its  reco 
mendation,  including  a  : 
cent  Swedish  study  tl 
showed  a  44%  reducti 
in  deaths  among  wom 
40  to  49  who  have  yeai 
tests — a  definite  bene 
It's  too  bad  for  women  the  metlical  co 
munity  isn't  equally  clear. 

By  Naomi  Freundlich  in  New  Ym 
with  John  Carey  in  Washington 


CANCER  INCIDENCE 
BY  AGE  GROUP 

NUMBER  OF  WOMEN 
OUT  OF  EVERY  1,000 
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SOFTWARE 


A  FIGHT  BREWING 
OVER  JAVA 

Will  Microsoft  or  Sun 

win  over  Java  programmers? 

At  least  a  quarter-million  software 
developers  are  working  on  pro- 
gi-ams  wiitten  in  Sun  Microsystems 
Inc.'s  Java  language — ci-eating  progi-ams 
that  can  zip  across  the  In- 
ternet and  run  on  any 
kind  of  computer  Unfor- 
tunately for  Sun,  Java's 
popularity  has  put  it 
squarely  in  the  sights  of 
mighty  Microsoft  Corp., 
which  now  aims  to  wi*est 
control  of  Java  ft'om  Sun. 
FORK.  The  contest  could 
boil  over  at  the  beginning 
of  April.  At  separate  con- 
ferences across  the  street 
from  each  other  in  San 
Francisco,  Microsoft 
Chairman  William  H. 
Gates  and  Alan  Baratz, 
president  of  Sun's  Java- 
Soft unit,  will  promote 
widely  divergent  visions 
of  Java's  future  (table). 


"This  is  a  battle  for  the  future  of  soft- 
ware— and  ultimately,  the  future  of 
hardware,"  says  Nova  Spivack,  execu- 
tive vice-president  of  EarthWeb  LLC, 
which  runs  a  Java-program  Web  site. 

Java  programs  run  on  any  machine 
or  operating  software,  not  just  on  per- 
sonal computers  running  the  Windows 
operating  system.  They're  used  in  half  of 
the  largest  U.  S.  coiporations,  according 
to  FoiTester  Reseai-ch  Inc.  J.  P.  Morgan 
&  Co.,  for  instance,  has  a  Java  progi-am 
that  calculates  the  prices  of  options. 

That  makes  Java  a  distinct  threat  to 
Microsoft.  Its  cash-cow  applications  such 

Two  Visions  of  Java 


w 


To  SUN 

MICROSYSTEMS  it  s 

a  quick  way  to 
create  programs 
that  run  anywhere 
on  a  network — 
not  just  on  com- 
puters using 
Microsoft's  Win- 
dows operating 
software.  Sun  and  partners 
such  as  Oracle  hope  to 
estabhsh  Java  as  an 
alternative  "platform"  to 
Windows. 


MICROSORdis 

misses  the  Java 
threat,  saying  it 
lacks  the  industri- 
al strength  to  be 
trusted  for  "mis- 
sion-critical" 
applications. 
Acknowledging 
the  popularity  of 
Java,  however,  Microsoft 
has  endorsed  the  Sun  prod- 
uct— as  a  programming  lan- 
guage for  Windows-based 
computers. 


as  Office  97  depend  on  the  pervasi\ 
ness  of  Wmdows,  which  could  be  erod 
if  Java  catches  on.  So  Microsoft  is  pui 
ing  hard  to  lash  Java  tightly  to  Wi 
dows.  One  tactic:  producing  a  softwa 
"engine"  that  makes  Java  programs  r 
fastest  on  Windows.  Som.e  software  d 
velopei-s  suggest  that  Microsoft  is  addi 
so  many  nonstandard  refinements  th 
it  will  tiu'n  Java  into  its  own,  propi 
etaiy  product. 

In  December,  Sun  marshalled  Orac 
Corp.,  Netscape  Communications  Cor] 
and  70  others  to  support  "100%  Pu; 
Java."  These  companies  have  pledge 
to  avoid  tying  Java  pr 
grams  to  specific  sof 
ware  and  hardware.  I 
the  JavaOne  conferenc 
Baratz  will  outline  plai 
to  speed  up  Java  pr 
grams  and  other  steps 
counter  Microsoft. 

But  across  the  stree 
Gates  will  be  trotting  oi 
enhancements  to  Mien 
soft's  version  of  Java — ar 
wooing  developei-s  with 
fer's  of  financial  and  tec) 
nical  help.  For  Sun,  saj 
International  Data  Cor] 
analyst  Evan  Quinn,  "it 
a  race  against  time" — an 
Gates. 

By  Robert  D.  Hof 
Cupertino,  Calif. 
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We  don't  believe  sorting  out  your 
orkers' compensation  nisurance  should 
;  a  workout.  Which  may  explain  why  so 
any  employers  choose  State  Fund. 

After  all,  we've  been  in  the  business  tor 
.'er  eighty-one  years.  Longer  than  anyone 
se  in  California.  And  all  that  experience 
eans  that  our  people  are  better  trained  to 
■Qvide  you  with  the  most  comprehensive, 
orry-free  workers'  compensation  program 
'ailable.  And  because  we  have  21  district 
Tices,  the  kind  of  personalized  service  that 
eets  your  company's  specific  workers' 
)mpensation  needs  is  never  far  away 

Being  close  at  hand  also  means  we  can 
)ntinue  to  provide  you  with  more  than 
m  expect.  Like  working  with  you  to  help 
revent  accidents,  as  well  as  being  right 
lere  every  step  of  the  way  during  a  claim. 

For  more  information,  call  your  broker  or 
•888 -STATE  FUND  toll-free.  Because  when  it 
:mes  to  workers' compensation,  we'll  take 
3re  of  absolutely  everything.  No  sweat. 


COMPENSATION 
INSURANCE 


FUND 

GET  MORE.  WORRY  LESS. 

www.scif.com 


EVER  SINCE  Alex  Martinez 

SWITCHED  TO  STATE  FUND, 

HE'S  SWEATING  OVER  SOMETHING 
OTHER  THAN  THE  DETAILS. 


These  Companies  Have  FounlNi 


The  National  Organization  ( 

Salute  Members  (k^ 


We  provide  you 
with  a  competitive 
advantage.  We  are 
natural  problem- 
solvers  and 
innovative  in 
responding  to 
change.  Hire  us 
We're  good  for 
your  business." 


Jennifer  Sheehy 

MBA  Candidate 
Georgetown  University 
(3.9  CPA) 


he  National  Organi- 
zation on  Disability 
(N.O.D.)  established 
the  CEO  Council  to 
recognize  America's  business 
leaders  for  their  support  of  peo- 
ple with  disabilities  in  the  work- 
force. These  leaders  and  their 
companies  believe  that  a  person's 
ability,  not  disability,  is  what 
counts  in  doing  a  job. 

Through  their  annual  mem- 
bership contributions,  CEO 
Council  members  support  N.O.D's 
innovative  efforts  to  enable  people 
with  disabilities  to  participate  more 
fully  in  their  community  and  in  all 
aspects  of  life. 


Trustees  Circle 

.I.e.  Ptnney  (  ii..  Int.,  James  E  Ocslcrreicher 
The  \Ic(iriiu  Hill  (  (impiinies.  H.hdIiI  McGiuu  III 

Chairman's  Circle 

American  Express  Companv,  Harvey  Goluh 

UiisinessVVeek,  David  G-  Femi 

Merrill  l  ynch  &  Co..  Inc..  Daviil  H  Konianskv 

Provident  ( Dmpanies,  Inc.,  J.  Harokl  Chandler 

Reicher  C  apital  Management  Co.,  Jeftrey  P  Reii.li 

I  niled  Parcel  Service,  James  P  Kelly 

VVestin)>house  Klectric  Corporation,  Michael  II  Jordan 

Vice-Chairman's  Circle 

Alcoa,  Paul  O  Neil 
Citibank,  John  S,  Reed 

(  ompaq  Computer  Corporation.  F.ekhaicl  Pleiller 
Kastman  Kodak  Company,  George  M  C  Fisher 
Fannie  Mae,  James  A.  Johnson 
H..I.  Hcin/,  (  'ompany.  Anthony  J.F.  O  Reilly 
VIohil  Corporation,  l^ucio  A.  Nolo 


New  \(irk  Stock  F.xchange.  Richard  A.  Grasso 
Potomac  Electric  Pov>er  Company,  Edward  F  Mitehe 
Xero\  Corporation.  Paul  A,  Allaire 

President's  Circle 

Aineritech.  Riehard  C-  Notebaert 
AT&T.  Rohen  E.  Allen 
CBS,  Inc.,  Michael  H.  Jordan 
Chrysler  Corporation,  R.J.  Eaton 
Dorsar  Investment  Company,  Stephen  L  Femlxrj 
Ewon  Corporati(ni.  I  ee  Raymond 
(;TE  Corporation,  Charles  R.  Lee 
.loseph  E.  Seagram  &  .Sons.  Inc..  Edgar  Bronfman. 
National  Broadcasting  Company,  Robert  C.  Wright 
{)«!  Hollow  Enterprises,  Phdip  E.  Beekman 
Wm.  VV  rigley.  .|r.  Company.  William  Wrigley 
Woolworlh  Corporati<m,  Roger  Farah 

Leadership  Circle 

Alex  Lee,  Inc.,  Boyd  L.  George 
Allstate  Insurance  Company,  Jerry  D.  Choate 
Anheuser-Busch  Companies,  Inc.,  August  A.  Busch  1 
Apple  <  omputer.  Inc..  Gilbert  F.  Amelio 
Avon  Products  Inc..  James  E.  Preston 
Bristol-Myers  Squibb.  Charles  A.  Heimbold.  Jr. 
<  apilal  Cities/ABC.  Inc..  Robert  A.  Eiger 
(  hainpion  Enterprises,  Inc.,  Waller  R.  Young.  Jr. 
CKiN  A  (iroup  Insurance.  John  K  Leonard 
CONKAIL.  Inc..  David  LeVan 
I  he  Dun  \  Bradslreet  Corporation.  Volney  Taylor 
Eord  Motor  (  dnq)any.  .Alexander  J.  Trotman 
Eortis  Benellts  Insurance  Company,  Robert  B  Pollock 
(iannett  Broadcasting.  Cecil  L.  Walker 
(ieneral  Electric  Company,  John  F  Welch.  Jr. 
(ieneral  Motors  ( drporation,  John  F.  Smith.  Jr. 
Harvard  Pilgrim  Health  Care,  Allan  Greenberg 
Henry  Eord  Health  System,  Gail  L.  Warden 
I  he  Hearst  (  iirpoi  ation,  Frank  A.  Bennack.  Jr 
Ingersoll-Rand  (  iiinpany,  J  E.  Perrella 
I  I  I  Hartford  Life  Insurance  Companies, 

Low  iules  A.  Smith 
.lobnson  &  .lohnson,  Ralph  Larsen 
Kellogg  Company,  Arnold  G,  Langbo 
Mallinckrodt  Medical,  Inc.,  Robert  G  Moussa 
Marriott  International,  Inc.,  J.  W  Marriott.  Jr. 
Northrop  (irumman,  Kent  Krcsa 
PP(;  Industries.  Inc..  Jeny  E  Dernpsey 
R.IK  Nabisco  Holdings  Corp.,  Steven  Goldstone 
Rockwell.  Donald  R  Beall 
Sando/  Pharmaceuticals  Corporation.  E.  J.  Fullagar 
Schering-Plough  (  orporation,  Robeil  P  Luciano 
Shell  Oil  (  (Miipany.  Phihp  J  Carroll 
leiiet  Healthcare  Corporati(m.  Jellrey  C  Barbakow 
lowers  Perrin.  John  T  Lynch 
L  nited  Capital  (iroup,  JP  Mililh 
I'ST  Inc.,  Vincent  A.  Gierer 
L'.S.  Can  Company,  William  J.  Smith 
Warner-Lambert  Company.  MeK  iii  R  Goodes 
Worthington  Industries,  John  P  McConnell 

Council  Circle 

Advocate  Health  Care,  Richaid  R.  Risk 
.Alcatel  Network  Systems,  Inc.,  David  E.  Orr 
Allegheny  Health,  Education  &  Research 
Eoundatiim.  Sheril  S.  Abdelhak 
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^  New  Competitive  Advantage 

)isability  and  BusinessWeek 
he  CEO  Council 


Alleshanv  Liidliiin  Corp.,  R.P.  Simmons 

Alliiin/  Lilt  Insiirance  Company  of  North  America, 

Lowell  C.  Arulcison 
American  Brands,  Inc.,  Thomas  C  Hays 
American  Home  Products  Corporation, 

John  R,  SlalToicI 
American  Physical  Therapy  Association, 

Marilyn  Mollal 
Amgen  Inc.,  Ooalon  M.  Bnulci 
AMP  Incorporated,  William  J-  Hudson 
Anchor  Industries  International,  Vincent  J  Naimoli 
Andersen  Corporation,  Jciokl  W  Willi 
Archer  Daniels  Midland  Company, 

Dw;iync  O.  Andreas 
Arizona  Public  Service  Co..  O.  Mark  DeMichele 
Andersen  Worldwide,  Lawrence  A.  Weinbach 
Association  of  Trial  Lawyers  of  America, 

Howard  F.  Twiggs 
AT&T  Wireless  Services,  Inc.,  Steve  Hooper 
Bank  of  America,  David  A.  Coulter 
Bank  of  New  \ork,  J.  Carter  Bacot 
Beacon  Properties  Corporation,  Alan  M  Levenlhal 
Belfinance  Haussmann,  Louis  B.  Lloyd 
Bell  Atlantic,  Raymond  W,  Smith 
Bel/  Laboratories,  Inc.,  William  R.  Cook 
Black  &  Veatch.  RJ.  Adam 
The  Boeing  Company,  Frank  A.  Shionlz 
Bo/ell,  .lacobs,  Kenyon  &  Eckhardt, 

Charles  D,  Feebler,  Jn 
Bridnestone/Kirestone,  Inc.,  Masaloshi  Ono 
Brinkcr  International  Inc.,  Ronald  A.  McDougall 
Brooklyn  I  nion  (Jas  Company,  Robert  B.  Catell 
(  alifornia  Steel  Industries,  Inc.,  Marcus  Mota  e  Silva 
Cambre\  Corporation,  James  A.  Mack 
Charles  Schwab  &  Co.,  Inc.,  Charles  R  Schwab 
The  Chase  Manhattan  Bank.  Walter  V  Shipley 
Chevron  Corporation,  Kenneth  T  Deir 
Cineplex  Odeon  Corporation,  Allen  Karp 
The  CIT  (iroup.  Inc.,  Albert  R.  Camper.  Jr. 
CLARCOR  Inc.,  Lawrence  E.  Gloyd 
The  Clorox  Company,  G.  Craig  Sullivan 
The  Coca-Cola  Bottling  Croup  (Southwest).  Inc., 

Edmund  M.  Hoffman 
Colgate-Palmolive  Co.,  Reuben  Mark 
Comcast  Corporation,  Ralph  J  Roberts 
Commonwealth  Land  Title  Insurance  Co., 

Herbert  Wender 
Computer  Associates  International  Inc., 

Charles  B.  Wang 
Connell  Limited  Partnership.  William  F.  Connell 
CPC  Internatiimal,  Charles  R.  Shoemate 
Craig  Hospital,  Denny  O'Malley 
Cubic  Corporation,  Walter  J.  Zable 
Darling  International,  Inc.,  Dennis  B.  Longmire 
Deloitte  &  louche  LLP,  J.  Michael  Cook 
Deluxe  Corporation.  John  A.  Blanchard  III 
Devro-Teepak,  Inc.,  James  E.  Hermesdorf 
The  Dexter  Corporation  Foundation.  Inc., 

K.  Giahame  Walker 
Diversey  Corp..  Donald  N,  Gray 
Dole  Food  Company,  Inc.,  David  H  Muidock 
Dominicm  Resources,  Inc.,  Thomas  E.  Capps 
Domino  Sugar  Corporation,  Ed  Makin 
DSC  Communications  Corporation.  James  L  Donald 
Duracell  International  Inc.,  Charles  R  Perrin 
Fchlin  Inc.,  Frederick  J.  Mancheski 


Etolab  Inc.,  Allan  L.  Scluiman 

E(i&(;.  Inc.,  John  M.  Kiicharski 

KMC  Insurance  Companies,  Bruce  G  Kelley 

Ernst  &  Young  LLP,  I'hilip  A.  Laskawy 

Fisher  Scientific  International,  Inc.. 

Paul  M,  Moiilione 
Fleet  Financial  (Jroup,  Tericnce  Murray 
Forbes  Maga/.ine,  Malcolm  S.  Forbes,  Jr. 
Frank  Russell  Company,  Michael  J,  Phillips 
Franklin/  Templeton  Croup  of  Funds, 

Charles  B  Johnson 
(;enentech.  Inc.,  Arthur  Levinson.  Ph.D. 
The  (iillette  Company,  Allied  M.  Zeien 
(;iaxo  Wellcome  Inc.,  Robert  A  Ingram 
(iolden  Rule  Insurance  Company.  John  M  Whelan 
The  (;oodyear  Tire  &  Rubber  Company, 

Saniir  Ciib.iia 
Craybar  Electric,  Carl  L  Hall 
(Juardsmark,  Inc.,  ha  A  Lipinan 
Hasbro.  Inc.,  Alan  G.  Hasscnteld 
Household  International,  William  F  Aldinger 
The  Huntsman  Croup,  Jon  M.  Huntsman 
Illinois  Tool  Works,  Inc.,  W  James  Farrell 
Invacare  Corporation,  A.  Malachi  Mixon  III 
.john  Hancock  Financial  Services,  Stephen  L  Brown 
.Johnson  \  Iliggins,  David  A  Olsen 
.lohnson  Publishing  Company,  Inc.,  John  H  Johnson 
The  .lordan  Company,  John  W.  Jordan  II 
.LP.  Morgan  &  Company,  Inc.,  Douglas  A  Warner  III 
Keebler  Company.  Sam  K  Reeil 
Kemper  National  Insurance  Companies, 

David  B,  Mathis 
Kmart,  Floyd  Hall 

Knight-Ridder  Inc.,  P  Anthony  Ridder 
Landstar  System  Inc.,  Jelliey  C  Crowe 
Lockheed-Martin,  Norman  R  Augustine 
Marsh  &  McLennan  Companies  Inc.,  J.C.  Smith 

For  a  free  reprint  of 
BusinessWeek's  "Diversity, 
Making  the  Business  Case ", 
and  more  information  on  how 
you  can  join  the  CEO  Council, 
contact: 

Andrew  J.  Dvorshak 
CEO  Council  Program  Officer,  N.O.D. 
910  16tli  Street  NW,  Suite  600 
Washington,  DC  20006 

or  e-mail  ceocouncil@nod.org 

Tel  (202)-293-5960 
Fax  (202)-293-7999 

TDD  (202)-293-5968 
www.nod.org 


Matsushita  Electric  Corporation  of  America. 

Richanl  Krall 
The  May  Department  Stores  Company, 

David  C.  Farrell 
MidAmerican  F^nergy  Company,  Slaiiky  J  Bright 
Motion  Picture  Association  of  America.  Inc., 

Jack  Valenti 
Motorola  Inc.,  Gary  Tooker 
Multifoods,  Gary  Costley 
Nash  Finch  Company,  Al  Flalen 
NatiimsBank  Corporation,  Hugh  L.  McColl.  Jr. 
NEC  .America.  Inc.,  Minoo  Sugiyama 
Nellcor  Puritan  Bennett,  C.  Raymond  Larkin.  Jr. 
New  Venture  (iear,  Fred  L.  Hubackcr 
The  New  York  l  imes  Company, 

Arthur  Ochs  Sul/heiger 
Nordson  Corporation,  W  P.  Madar 
Northeast  I  tilities,  Bernard  M.  Fox 
Northern  States  Power  Company, 

James  J.  Howard  III 
Novell,  Inc.,  Joseph  Mercngi 
NYNEX,  Ivan  G.  Seidenberg 
Olin  Corporation,  Donald  W  Griffin 
Oshman's  Sporting  (ioods.  Inc.,  Alvin  N  Lubelkin 
The  Perkin-Elnier  Corp..  lony  L  White 
Pitney  Bowes  Inc.,  Michael  J.  Critelli 
Polytiram  Holding  Inc..  Eric  Kronfeld 
Price  Walerhouse  LLP.  James  J  Schiio 
The  Prudential  Insurance  Company  of  America, 

Arthur  Ry.in 
The  Reader's  Digest  Association,  Inc., 

James  P  Seh.idl 
Reebok  lnlernati(mal  Ltd..  Paul  I  iicnian 
Republic  New  \ork  ( drporation.  Walter  H.  Weiner 
The  Riggs  National  Bank  of  Washington  DC, 

Joe  L.  Allbrittoii 
Safeway  Inc..  Steven  A.  Buid 
Sea-Land  Service.  Inc..  John  Clanccy 
SERD/BTS.  Mcrcedese  M.  Miller 
Shaklee.  Ch.irks  Orr 
SmithKline  Beecham.  Jan  LeschK 
Sony  Electronics  Inc.,  Carl  J.  Yankowski 
Sprint.  William  T.  Esrey 
State  Farm  Insurance  Companies. 

Edward  B  Rust.  Ji 
Statistica  Inc..  Jerry  L.  Ashwiirth.  Sr. 
Steelcase  Inc..  James  Hackctl 
Sunrise  Medical  Inc.,  Richard  H.  Chandler 
Tambrands  Inc..  Edward  T.  Fogarty 
Tribune  Broadcasting  Co..  James  C  Dowdle 
1;LLIC().  Inc..  Robert  A.  Geoigine 
L'NUM  Corporation,  James  F.  Orr,  III 
United  Technologies,  George  David 
US  West,  Inc.,  Richard  D.  McCormick 
VF  Corporation.  Mackey  J.  McDonald 
W.R.  (irace  &  Co..  Albert  J.  Costello 
Washington  (ias  Light.  Patrick  J.  Maher 
The  Washington  Post  Company.  Donald  E  Graham 
Wells  Rich  (Jreene  BDDP.  Frank  Assumma 
Whirlpool  Corporation,  David  R.  Whitwam 
Wjse  lechnology  Inc.,  Douglas  Chance 
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The  Potential 


♦  A  large  market  -  gateway  to  a 
region  with  $150+  billion  annual 
imports. 

♦  A  growing  market  -  Dubai's 
imports  doubled  since  1990; 
strong  regional  economic 
growth  expected. 

♦  A  prosperous  market  - 

strategic  location  at  the  heart  of  one 
of  the  world's  richest  regions. 


An  expanding  market  -  trading  hub  for 
emerging  economies  in  the  Middle  East,  CIS, 
Central  Asia,  the  subcontinent  and  Africa. 


♦  A  diversified  market  -  wide  import  requirements; 
opportunities  for  suppliers  of  most  products. 


The  Incentives 


»-  irsmli 


♦  A  tax  free  market  -  no  corporate  o 
income  taxes. 

♦  A  liberal  market  -  no  trade 
barriers;  no  foreign  exchange 
controls;  low  or  zero  import  duties; 
1007f  foreign  ownership  in  the  Jebel 
AH  and  Airport  Free  Zones. 

♦  An  efficient  market  -  state-of- 
the-art  telecommunications;  first 

class  infrastructvire  facilities. 

♦  An  established  market  -  well 
developed  banking  and  services  sector; 
regional  conference  and  exhibition  centre. 


♦  An  accessible  market  -  served  by  120  shipping 
lines  and  80  airlines. 


SOFII 


♦  A  cosmopolitan  market  -  superb  quality  of  life  and  accommo- 
dation; top  class  education,  health  and  recreation  facilities. 


Decide  on  Dubai 

^  ^  ^     GOVERNMENT  OF  DUBAI 

DEPARTMENT  OF  TOURISM  AND  COMMERCE  MARKETING 


ipii 


8  Perm  Center,  Philadelphia,  PA  19103.  Tel:  (215)  751-9750.  Fax:  (215)  751-9551. 

11999  San  Vicente  Boulevard,  4th  floor,  Los  Angeles,  CA  90049.  Tel:  (310)  471-2361.  Fax:  (310)  471-2830 


a  Business  This  Week 


TED  BY  KELLEY  HOLLAND 


INTON  SEEKS 
BKSEAT  DRIVERS 

i  FOR  AN  AUTO  SUMMIT. 

3  of  the  Big  Three  U.  S. 
i  makers  are  scheduled  to 
t  with  President  Clinton 
he  White  House  on  Apr. 

BUSINESS      WEEK  has 

ned.  The  wide-ranging 
ada  includes  economic, 
ty,  and  trade  issues. 
3ng  them:  Detroit's  con- 
is  about  the  cheap  Japan- 
yen  and  its  impact  on  the 
petitiveness  of  American 
.  Other  topics  will  include 
■ral  emissions  standards, 
belts,  and  air-bag  safety, 
te  House  officials  say  the 
ting  is  part  of  President 
ton's  ongoing  attempts  to 
c  the  advice  of  business 
lers  on  his  second-term 
nda.  The  President  has 


CLOSING  BELL 


SOFT  LAWDiNG 

Drosoft  rarely  makes  a  mis- 
ip — so  when  it  does, 
lestors  move  fast.  On  Mar. 
,  it  said  the  new  version  of 
ndows  wouldn't  be  ready  in 
16  for  the  fall  personal- 
mputer  selling  season.  As 
esult,  Microsoft's  stock 
)pped  3X,  to  90^,  on  a  day 
3  Dow  rose  100  points.  But 
s  delay  may  not  hurt 
crosoft  much,  since  ana- 
ts  had  not  expected  a  big 
np  in  Windows  sales  this 
ar  anyway.  And  sure 
ough,  investors  pushed 
crosoft's  stock  back  up  to 
/on  Mar.  26. 


met  with  other  business  lead- 
ers, but  usually  to  discuss 
topics  such  as  education  and 
welfare  reform. 


GLASS  CEILING 
AT  HOME  DEPOT? 

HOME  DEPOT  MAY  NEED  TO 

do  some  home  repairing  of 
its  own.  On  Mar.  24,  the 
Equal  Employment  Oppor- 
tunity Commission  moved  to 
intervene  in  one  of  three 
sex-discrimination  lawsuits 
against  the  company.  The 
EEOC  is  interested  in  a  1995 
case  filed  in  New  Orleans  by 
female  employees  represent- 
ing victims  of  alleged  dis- 
crimination in  310  Home  De- 
pot stores.  Meanwhile,  a 
class  action  in  California  cov- 
ering more  than  17,000  cur- 
rent and  former  female  em- 
ployees in  the  retailer's  West 
Coast  division  is  due  to 
go  to  trial  in  September.  A 
third  lawsuit,  which  has  not 
yet  received  class-action  sta- 
tus, alleges  discrimination  in 
the  nine-state  Northeast  di- 
vision. Home  Depot  denies 
any  wrongdoing  and  says 
it  will  "vigorously  oppose 
intervention." 


MCI  GOES 
POSTAL 


HEADLINER:  MARY  SCHIAVO 


FREEUNGE  GADFLY 


MAR.  17,  MAR  26 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


MCI  COMMUNICATIONS  LANDED 

a  big  one  on  Mar.  26,  when  it 
snagged  a  contract  with  the 
United  States  Postal  Service 
worth  up  to  $3  billion.  The 
deal  could  be  MCi's  largest 
contract  to  date  and  is  guar- 
anteed to  be  worth  a  mini- 
mum of  $100  million.  Under 
the  contract,  MCi  will  estab- 
lish and  i-un  a  telecommuni- 
cations network  for  the  post 
office  that  will  connect  up  to 
34,000  post  offices  around  the 
country.  The  win  could  take 
the  sting  out  of  losing  anoth- 
er major  contract.  On  Mar. 
10,  Kmart  switched  its  long- 
distance and  data-communi- 
cations business,  worth  about 
$43  million  a  year,  to  at&t. 


Maiy  Schiavo  is  excellent 
at  inspiring  fear  of  flying. 
The  Tr-ansportation  Dept.'s 
former  inspector  general, 
who  resigned  in 
protest  in  1996 
over  the  quality 
of  federal  air- 
safety  manage- 
ment, has  re- 
leased a 
scathing  indict- 
ment of  the  Feder- 
al Aviation  Adminis 
tration  that  bolsters  ciitics' 
worst  fears.  Her  book.  Fly- 
ing Blind,  Flying  Safe, 
charges  that  the  faa  ig- 
nores its  own  safety  inles. 

Schiavo,  41,  has  had  sev- 
eral run-ins  with  her  for- 
mer employer.  As  inspector 
general,  she  led  investiga- 
tions into  the  faa's  lax 
oversight  of  ValuJet  before 


its  1996  crash  in  Florida, 
the  use  of  counterfeit  air- 
craft parts,  and  the  faa's 
inadequate  security  stan- 
dai'ds  at  U.  S.  air- 
ports. "The  FAA  is 
not  the  tough 
watchdog  it 
needs  to  be," 
she  says.  "It's 
time  to  make 
changes." 
Her  headline- 
gTabbing  style  has 
won  Scliiavo  a  lot  of  ene- 
mies. "She  hkes  to  throw 
bombs,"  gi'ipes  one  congi'es- 
sional  staffer.  But  will  she 
slow  down?  Sources  say 
Schiavo,  a  native  Ohioan 
now  teaching  at  Ohio  State 
University,  may  soon  nm 
for  office.  FAA  officials,  fas- 
ten your  seatbelts. 

By  Christina  Del  Valle 


A  HOUSE  CALL 
FOR  COLUMBIA/HCA 

FEDERAL  INVE.STIGATORS  ARE 

giving  Columbia/HCA  a  thor- 
ough examination.  Agents 
from  the  fbi,  the  Internal 
Revenue  Sendee,  and  the  De- 
fense Dept.'s  Criminal  Inves- 
tigation Service  have  raided 
Columbia's  El  Paso,  Texas  op- 
erations and  removed  scores 
of  boxes  of  records  and  docu- 
ments. Soiu'ces  say  the  probe 
focuses  on  how  Columbia/HCA 
pays  doctors  for  refening  pa- 
tients to  its  hospitals.  The 
company  says  that  allowing 
doctors  to  invest  in  its  hospi- 
tals and  clinics  gives  them  a 
stake  in  how  the  hospitals 
treat  patients. 

MURDOCH  WANTS 
THE  KIDDIES,  TOO 

RUPERT  MURDOCH  CERTAINLY 

is  in  an  acquisitive  mood.  Just 
days  after  announcing  a  $1.4 
billion  deal  to  buy  Heritage 


Media,  a  broadcaster  and  pro- 
ducer of  supeiTnai'ket  coupons, 
and  a  failed  attempt  to  buy 
PointCast,  News  Coi^).  is  said 
to  be  considei'ing  a  bid  for 
telecleric  Pat  Robeitson's  In- 
ternational Family  Entertain- 
ment. Tlie  attraction:  the  com- 
pany's widely  distributed 
Family  Channel,  seen  in  neai- 
ly  60  million  homes.  Murdoch 
has  made  no  secret  of  his 
plans  to  get  into  children's 
progr-amming  and  take  on  Vi- 
acom's Nickelodeon  and  Time 
Wamer's  Cartoon  Channel. 

ETCETERA. .. 

B  Motorola  won  a  $1.5  billion 
contract  to  supply  cellular 
phones  in  Japan. 

■  Average  hmo  copayments 
for  doctor  visits  more  than 
tripled  from  1987  to  1993. 

■  IBP  is  buying  Foodbrands 
America  for  $640  million  in 
cash  and  assumed  debt. 

■  Humongous  Entertain- 
ment has  a  TV  deal  with 
Lancit  Media  Entertainment. 


Vvisioneer 


Monday:  

Find  that  expense  report  from  1993 
(the  one  with  the  little  white  lie  in  it] 


TODAY: 

Buy  PaperPort  Deluxe  Software  and 
save  up  to  $40  on  a  Visioneer  PaperPort 
or  Microtek  ScanMaker'  scanner' 


Wednesday: 

Search  through  records  to 
find  receipts  justifying 
expenses  Stand  in  line  to 
use  the  fax  machine  Curse 
the  AP  department 


 Tuesday: 

Sort  through  1  996 
paperwork  File  somi 
documents  Photocof 
others  Recycle  the 
originals 

process  until  desk  is 
recognizable 


Thursday: 

Spend  SIX  precious  hours  retyping 
budget  proposals  that  will  probably 
get  rejected,  anyway 


Friday: 

Organize  marketing  research, 
memos,  and  sales  projections  by 
lent,  product,  and  quarter 


Weekend: 

Find,  retype,  and  e-mail  that  newspaper 
article  about  the  competition  to  the  sales 
team — in  France 


Monday,  again: 

Fax  this  batch  to  the  boss,  his  boss,  her  VP , 
and  the  entire  corporate  marketing  department 


A 


new  aay  is  unroiami 

Introducing  PaperPort  Deluxe  Software 


It  used  to  be  hard  to  tell  where  you  left  off  and  your  messy  desk  began.  Not  anymore.  Thanks  to  a 
new  invention  called  PaperPort  Deluxe  Software,  your  scanner  can  now  help  you  tackle  the  paper 
that  pervades  your  life.  Use  ScanDirect"  to  scan  stuff — even  color  stuff — directly  into  your  favorite 
applications.  Use  FormTyper  to  scan  in  and  fill  out  forms.  File  paper  into  folders  up  to  5  levels  deep. 
Then  find  things  using  SimpleSearch    Xerox  TextBridge  OCR  software  is  included  for  easy  editing. 
And  PaperPort  Deluxe  works  with  Windows  95  and  Windows  NT,  to  boot. 


For  flatbed  scanners,  sheetfed  scanners,  multi-function  peripherals,  and  digital  comeros- 
or  most  TWAIN-compliant  devices 

FOR  FAST  RELIEF:  

Call  1  -800-787-7007,  extension  655  or  contact  an  autfiorized  reseller. 
Visit  our  web  site  at  hftp://go. paperport.com 


Mi; 


Vkshington  Outlook 


ITED  BY  OWEN  ULLMANN 


FIRESTORM  ON  THE  HILL 

OULD  SEAR  CLINTON'S  CHINA  POLICY 


lice-President  Al  Gore  walked  a  fine  line  diuing  his  recent 
'visit  to  Beijing.  Despite  the  Donorgate  campaign-finance 
scandal  that  has  cast  a  harsh  light  on  Asian  business 
Is,  Gore  joined  Chinese  Pi-emier  Li  Peng  at  a  Mai-.  25  sign- 
of  car  and  plane  conti'acts  worth  $2  billion  for  General 
iors  Corp.  and  Boeing  Co.  But  while  reassuring  China  of 
Clinton  Administration's  commitment  to  stable  ties,  Gore 
>  hinted  of  a  possible  rapture  if  allegations  of  illegal  Chi- 
e  campaign  contributions  prove  true. 
Jore's  balancing  act  reflects  trouble  back 
le  in  Congi-ess.  A  broad  backlash  against 
na  is  in  full  swing.  Emboldened  by  Donor- 
e,  critics  on  the  GOP  right  and  Democratic 
ai"e  stepping  up  efforts  to  punish  China  for 
nan  rights,  trade,  and  security  abuses. 
€KING  AWAY?"  The  "demonization  of  Chi- 
'  as  a  top  Clinton  Administration  official 
paiinngly  puts  it,  thi'eatens  to  undo  a  year 
diplomatic  fence-mending.  "It's  beginning 
lave  an  effect  on  pohcy,"  concedes  an  Ad- 
listration  Asia  hand.  "There's  a  concern 
t  we  are  watering  down,  backing  away." 
examples:  The  Chntonites  have  shelved 
us  to  lift  restraints  on  U.  S.  high-tech  ex- 
ts  and  likely  will  postpone  until  1998  plans 
isk  Congi'ess  for  permanent  most-favored- 
ion  trade  status  for  China,  despite  lobbying 
irts  by  business.  And  U.  S.  negotiator  will  be  under  intense 
ssure  to  wTing  tough  terms  from  Beijing  in  exchange  for 
mbership  in  the  World  Ti-ade  Organization  (page  52).  Says 
Washington  consultant  with  close  ties  to  the  White  House: 
lu  can  smell  the  Administration's  fear"  Beijing's  anxiety 
T  the  fii-estorm  won't  be  eased  by  House  Speaker  Newt 
grich's  decision,  under  pressui-e  from  gop  consei-vatives,  to 
1  Taipei  to  his  Mar.  24-Apr.  2  trip  to  Asia.  Meanwhile, 
use  Minority  Leader  Richard  A.  Gephardt  (D-Mo.),  a  like- 
Presidential  contender  in  2000,  has  introduced  a  bill  to  re- 


CAPITAL  WRAPUP 


GORE  AND  LI: 


quire  congressional  approval  of  China's  WTO  membership. 

Lawmakers  aren't  stopping  there.  The  House  has  passed  a 
bill  that  would  put  pressure  on  the  President  to  sanction 
Beijing  if  it  bullies  Hong  Kong  after  taking  control  on  July  1. 
And  Representative  Duncan  Himter  (R-CaHf.)  is  pushing  a  bill 
to  bar  a  shipping  company  partly  owned  by  the  Chinese 
military  from  leasing  a  terminal  at  Long  Beach,  Calif. 

U.  S.  executives  in  Asia  are  appalled.  "We're  fi-ightened  at 
the  prospect  of  a  new  cold  war  initiated  over  an  ideological 
frenzy  and  domestic  pohtical  concenis,"  says 
William  H.  Overholt,  managing  director  of 
Banker's  Trast  Asia  Ltd.  in  Hong  Kong.  So 
U.  S.  business  is  girding  for  a  fierce  battle 
over  President  Clinton's  annual  review  of  Chi- 
na's MFN,  due  June  3.  It  was  supposed  to  be  a 
( akewalk  because  of  wanning  U.  S.-Cliina  ties. 
But  now,  the  political  calculus  has  changed. 
The  religious  right  and  economic  nationalists 
such  as  former  gop  Presidential  contender 
Patrick  J.  Buchanan  vow  to  make  the  mfn 
vote  a  Utmus  test  of  consei-vative  virtue.  And 
China's  alleged  influence-buying  has  normally 
pro-MFN  lawmakers  wary  of  taking  stands 
that  could  be  construed  as  pro-Beijing. 
"Everyone's  on  tenterhooks,"  says  a  corpo- 
rate lobbyist  in  Washington. 

The  upshot,  says  one  pro-MFN  Democratic 
House  member:  "20  to  30  membei's  have  changed  their  posi- 
tions against  mfn  or  are  considering  doing  so."  Among  them: 
Representative  BiU  Paxon  (R-N.  Y.),  a  House  Republican  leader. 
There  won't  be  enough  anti-MFN  votes  to  ovenide  a  certain 
Clinton  veto,  but  the  Administration  doesn't  relish  defending  a 
strong  pro-China  position  on  the  eve  of  Donorgate  hearings. 
That's  why  business  is  going  all  out  to  ensui'e  Clinton  resists 
pressiu-e  to  hit  the  brakes  on  U.  S.  engagement  with  China. 

By  Amy  Borrus,  with  Stan  Crock  and  Joyce  Bamathan  in 
Hong  Kong 


In  Beijing 


HE  GORE-GEPHARDT  SQUEEZE     LAYOFF-PAYOFF  CUTOFF? 


The  Donorgate  scandal  hasn't  de- 
;rred  Vice-President  Al  Gore  and 
^ouse  Minority  Leader  Richard  A. 
ephardt  (D-Mo.)  from  trying  to  line 
p  early  financial  support  for  their  ex- 
acted bids  for  the  Democratic  Presi- 
ential  nomination  in  2000.  Each  is 
ressing  House  Democrats  to  commit 
leir  political  action  committee  fund- 
lising  machines  to  a  White  House 
impaign.  The  rivalry  is  causing  ten- 
ons for  lawmakers  who  favor  Gore 
ut  have  to  work  with  Gephardt. 


►  The  defense  industry  frets  that  Con- 
gress will  end  Pentagon  reimburse- 
ment of  restracturing  costs  stemming 
from  mergers  of  weapons  makers.  The 
Administration  likes  the  four-year-old 
progi-am,  claiming  it  has  saved  $4  bil- 
lion in  weapons  contracts  at  a  cost  of 
$720  million  to  underwrite  coi"porate 
streamlining.  But  last  year,  lawmakers 
curbed  the  "payoffs-for-layoffs"  pro- 
gram. Now  a  bipartisan  coalition  out  to 
abolish  "corporate  welfare"  is  pushing 
to  end  the  payments  entirely. 


CABLE  COST-SHIFTING 

►  The  cable  industiy  has  angered  Con- 
gi'ess over  last  year's  8%  rate  hikes, 
but  some  lawmakers  are  sympathetic. 
Representative  WJ.  (Billy)  Tauzin  (R- 
La.),  head  of  the  House  telecommunica- 
tions subcommittee  and  a  recipient  of 
cable  campaign  money,  plans  to  hold 
healings  on  skyrocketing  television  pro- 
gi'amming  costs.  The  cable  guys  blame 
those  expenses  for  higher  rates.  The  in- 
dustiy hopes  the  argument  will  aid  its 
upliiU  lobbying  campaign  for  tighter 
regulation  of  satellite-TV  competitors. 
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NTERNATIONAL  FUNDS:  2/3  OF  ALL  INVESTMENT  OPPORTUNITIES  ARE  OUTSIDE  THE  U.S. 


fou've  decided  ihe  time  is  right 
0  diversify  overseas.  Which  mar- 
kets? Which  stocks?  Chances 
ire,  you  don't  have  the  time  or 
■esources  to  study  all  the  foreign 
narkets;  to  learn  their  economic 
md  political  situations,  their 
listories  and  outlooks.  Fidelity, 
lowever,  puts  its  considerable 
"esources  to  work  gathering  the 
n formation  necessary  to  help 
/oil  become  a  smarter  investor. 

FIDELITY  COVERS  THE 
WORLD  FOR  YOU 

Vlany  of  our  440  investment 
Drofessionals  worldwide  live  and 
A'ork  in  the  regions  they  cover. 
Dur  people  know  the  markets 
;irsthand;  they  visit  the  companies 
md  talk  to  local  ofhcials.  Because 
3f  our  worldwide  reach,  we're  able 
.0  extract  m-depth  information 
;rom  remote  markets  and  share 
ihose  insights  with  our  other  ana- 
lysts and  portfolio  managers  via 


Selection  of  Fidelity's  International  Funds' 

December  '96  Average  Annual  Returns 

1  Year 

* 

5  Year 

* 

10  Year 

(or  Life  of  Fund) 
» 

Diversified  International  Fund 

20.02% 

11.01% 

11.10%* 

Worldwide  Fund 

18.72% 

13.70% 

9.54%* 

Europe  Fund 

21.86% 

13.78% 

1 1 .80% 

Hong  Kong  and  China  Fund 

36.76% 

33.47%* 

Latin  America  Fund 

26.80% 

7.76%* 

Nordic  Fund 

37.44% 

29.55%* 

round-the-clock  teleconferences 
and  real-time  links  on  our  global 
computer  network. 

INTERNATIONAL  FLEXIBILITY, 
STOCK  BY  STOCK 

We  build  our  portlolios  by  select- 
ing every  security  indmdually  To 
help  you  diversify  internationally, 
Fidelity  offers  20  international 
funds:  6  broadly  diversihed;  14 
that  target  specific  regions  or 
countries.  Fidelity  also  provides 
you  with  in-depth  information  to 
help  make  you  smarter  about  your 
choices.  Remember,  foreign  invest- 
ments involve  greater  economic, 
pohtical,  and  currency  fluctuaiion 
risks,  which  may  be  further 


magnihed  m  emerging  markets. 
Of  course,  past  performance  is 
no  guarantee  of  tuture  results, 
and  you  may  have  a  gain  or 
loss  when  you  sell  your  shares. 


CALL  FOR  YOUR 

FREE 
INTERNATIONAL 
FUND  KITS 

and  consider  these 
funds  for  your  IRA 


1-800-544-0109 


www.fidelity.com 
24  hours  a  day 


Fidelity 


Inuestmenis' 


rOD  SERVICE:  1-800-544-0118  for  ihe  deaf  and  fieanng-impaired  9  a.m.  -  9  p.m.  ET. 

For  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

'Average  annual  total  returns  for  the  penod  ending  12/31/96  are  historical  and  include  changes  in  share  pnce,  and  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of 
;he  funds'  3%  sales  charge  for  all  funds  listed  except  Diversified  International  and  Worldwide,  which  do  not  have  sales  charges.  Europe  Fund  has  a  redemption  fee  of  1.0%  on 
shares  held  less  than  90  days.  Hong  Kong  and  China,  Latin  Amenca,  and  Nordic  Funds  have  a  redemption  fee  of  1,5%  on  shares  held  less  than  90  days  Share  prices  and  returns 
ivill  vary,  *Life  of  Fund  as  of  fund  inception  date  for  Diversihed  International  is  12/27/91,  5/30/90  for  Worldwide,  1 1/1/95  for  Hong  Kong  and  China,  4/19/93  for  Latin  Amenca 
md  1 1/1/95  for  Nordic,  Fidelity  Dismbutors  Corporation,  2d/26731  001 


business 


CHINA 


SLOW  DANCE 
WITH  THE  DRAGON 


Despite  progress, 
prospects  are  fading  for 
China's  swift  entry  into  the 
World  Tr  ade  Organization 

After  years  of  wrangling,  U.  S. 
trade  officials  returned  from  an- 
other round  of  talks  in  Geneva  in 
early  March  full  of  hope  that  an 
agreement  for  China's  entry  into  the 
World  Ti"ade  Organization  finally  was 
falling  into  place.  Beijing  relented  on 
dozens  of  U.  S.  demands  on  market  ac- 
cess, including  a  promise  to  let  foreign 
exporters  sell  in  China  without  going 
thi'ough  state-owned  intemnedianes.  The 
Chinese  even  hinted  they  wanted  to 
wi'ap  up  a  deal  in  time  for  President 
Jiang  Zemin's  summit  with  President 
Bill  Clinton  late  this  year. 

Sounds  bullish,  but  the  optimism  isn't 
likely  to  last.  True,  a  WTO  agi-eement 
would  be  a  diplomatic  victoiy  both  for 
the  White  House  and  for  Jiang.  But 
faced  with  the  daimting  task  of  retooling 
a  command  economy  dependent  on  trade 
protections  and  on  the  brink  of  a  finan- 
cial crisis,  Chinese  negotiators  are  in- 


sisting on  a  lO-to-12-year  grace  period 
for  meeting  WTo  terms.  That  would  be 
difficult  for  the  Clintonites  to  sell  in  the 
U.  S.,  where  the  ballooning  $39.5  billion 
trade  deficit  means  market  access  in 
China  is  getting  to  be  an  lU'gent  political 
priority. 

Worse,  talks  that  were  proceeding 
nicely  in  low-key  diplomatic  channels 
are  now  caught  up  in  a  maelstrom  of 
congi'essional  politics,  joining  the  Donor- 
gate  probe  and  the  annual  China-bash- 
ing fest  over  renewal  of  most-favored- 
nation  trade  status.  Frets  one  influential 
fi'ee-trade  House  Democrat:  "I  just  hope 
they  don't  have  a  wro  accession  agree- 
ment up  I  on  Capitol  Hill!  this  year." 

Tile  Administration  desperately  wants 
to  keep  the  delicate  trade  talks  on  track. 
If  they  cb'ag  into  midterm  elections  next 
year,  the  politics  could  get  even  more 
complicated.  Some  U.  S.  negotiators  now 
think  that  by  bringing  the  Donorgate 
hysteria  to  Beijing's  attention,  they  can 
strengthen  their  hand.  Fear  of  an  even 
gi'eater  U.  S.  bacldash  on  trade  will  soft- 
en Beijing  to  more  concessions,  they 
reason.  These  could  include  speedier 
timetables  for  scrapping  industrial  sub- 
.sidies  and  allowing  competition  in  service 


I 


itni 


sectors,  and  "safeguard"  clauses  that 
let  WasMngton  impose  quotas  and  dul 
to  prevent  Cliinese  imports  from  flood 
U.  S.  industries  in  the  interim. 

But  judging  from  the  most  rec 
talks  in  Geneva,  there  is  a  long  way 
go.  The  two  sides  covered  half  of  the 
sues  that  the  ustr  says  China  must 
solve  before  it  can  enter  the  wto 
they  wei'e  the  easy  ones.  Core  ar( 
that  remain  unresolved  include  sut  ^[ 
dies  to  state  industry,  the  weak 
pute-resolution  process  in  Chin 
courts,  product  standards  that  discrii 
nate  against  imports,  and  access  to  aj 
cultural  markets.  Meanwhile,  Chin< 
import  duties  remain  four  times  as  h] 
as  those  of  Japan.  And  to  tap  mark 
such  as  consumer  electronics  and  au 
mobiles,  foreigii  companies  must  mai 
facture  locally  and  transfer  key  te 
nologies.  Service  sectors,  such 
banking,  media,  and  telecommunicatio 
are  virtually  off  limits.  '  The  really  c 
ficult  part  begins  now,"  says  Konr 
Seitz,  Germany's  ambassador  to  Chii 
MONEY  PITS.  Even  if  Jiang  and  ot? 
top  leaders  sincerely  want  a  WTO  de 
there  is  growing  doubt  in  U.  S.  poli 
circles  that  they'll  be  able  to  get  ma 
protectionist  bureaucrats  to  impleme 
the  terms.  The  case  for  freer  tra 
could  be  overwhelmed  by  the  mess 
China's  110,000  state  enterprises,  neai 
half  of  which  lose  money.  State  bu 
ness  siphons  off  60%  of  investment  b 
produces  less  than  40%  of  China's  oi 
put.  And  because  of  clumsy  central  pis 
ning  and  huge  inefficiencies,  much 
what  is  produced  is  piling  up  in  inve 
tories  that  have  reached  $65  billion, 
cording  to  official  estimates,  or  a  stu 
ning  8%  of  gross  domestic  produi 
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HONG  KONG 

A  RISKY  GAME 
WITH  RED  CHIPS' 

Investors  bid  up  stocks  with 
Chinese  government  ties 

In  mid-March,  Gitic  Enterprises,  a 
Guangdong-based  constinction  mate- 
rials and  property  company,  put  up 
for  sale  100  million  of  its  shares  at  13(? 
apiece,  to  be  traded  on  the  Hong  Kong 
stock  exchange  starting  Mai'.  26.  The  of- 
fer touched  off  a  stoiTn.  In  a  buying  fren- 
zy, investors  oversubscribed  the  shares 
by  892  times.  They  bon'owed  so  much  to 
plunk  down  as  deposits  on  their  bids — a 
total  of  $13  billion — that  they  sent  Hong 
Kong  interbank  interest  rates  soaring 
by  neai'ly  V/-  percentage  points.  The  buy- 
ing spree  added  to  the  mix  of  euphoria 
and  apprehension  in  the  crown  colony 


duce  stock-optio 
agers — who  are 
both  the  parent  a 
However,  inve 
prises  are  makini 
asset  transfers,  s; 
research  director 
Co.  in  Hong  Koi 
nature  of  much  of 
tice,  "they  can  ha 
assets  may  be, 
them."  If  a  comp; 
red  chip  complete 
package  known  a 
worker  benefits. 


HIGHFLIERS 


Some  companies 
have  dizzying  p-e  ratios,  and  little 
is  known  about  their  businesses 


ockpiles  are  said  to  include  as  many 
150  million  men's  shirts,  20  million  bi- 
des, and  10  million  watches. 
Chinese  officials  recently  lamented  to 
iiting  Commerce  Under  Secretary  for 
temational  Trade  Stuait  Eizenstat  that 
ite  entei-prises  would  have  to  lay  off 
%  of  then-  workei-s  to  sti-aighten  things 
t.  A  torrent  of  cheap  imports  could 
ovoke  upheaval  in  a  nation  where  state 
mpanies  provide  jobs,  medical  care, 
d  pensions  to  two-thirds  of  the  urban 
pulation.  With  its  weak  tax  system, 
djing  can't  afford  to  take  over  housing, 
lools,  day  cai'e,  and  other  sei-vices  now 
ovided  by  state  companies. 
iNK  MESS.  A  looming  financial  crisis 
;o  endangers  any  deal.  Anywhere  fi'om 
%  to  40%  of  bank  loans  to  the  state 
ctor  are  nonperforming.  Yet  banks 
ve  no  loan/loss  reserves.  Refinancing 
)uld  absorb  two-thirds  of  government 
ceipts  for  years,  figures  Nicholas  R. 
irdy  of  Washington's  Brookings  Insti- 
tion.  Letting  foreign  banks  compete 
r  domestic  savings  could  devastate 
lina's  banks. 

For  now,  though,  Chinese  leaders 
em  intent  on  WTO  entry.  Global  pres- 
;e  and  permanent  mfn  status  are  big 
asons,  although  some  ti"uly  believe 
ie  trade  will  make  Chinese  industiy 
mpetitive.  They  are  supported  by 
me  coastal  provinces,  which  account 
r  most  of  China's  exports  and  want 
eaper  imported  materials  and  contin- 
d  access  to  overseas  markets.  Chi- 
se  leaders  "have  decided  that  the  op- 
■rtunities  are  larger  than  the 
allenges,"  says  Hai  Wen,  deputy  di- 
ctor  of  the  China  Center  for  Econom- 
Research  at  Beijing  University. 
U.  S.  negotiators  are  betting  that  the 
ie  traders  will  win  and  be  powerful 
ough  to  ram  WTO  terms  through  the 
ireaucracy.  So  they  want  to  keep  up 
e  momentum  while  Beijing  is  in 
heel-and-deal  mode.  For  one,  they 
Duld  like  to  lock  in  the  promises  China 
IS  made  in  recent  months.  And  to 
)se  the  deal,  Washington  still  must 
11  it  to  the  WTO's  other  129  members. 
But  before  China's  top  leaders  risk 
eir  political  necks  over  a  wto  deal, 
ey'll  want  to  know  that  the  ustr  is 
irgaining  from  strength.  That's  not 
isy  when  leading  members  of  Con- 
•ess  want  to  look  over  the  shoulders  of 
.  S.  negotiators.  The  fear  is  that  "para- 
)ia"  over  China  will  lead  to  "an  air  of 
nidity  that  prevents  us  fi'om  saying 
e've  negotiated  a  good  agi*eement  once 
e've  done  so,"  says  U.  S.  Ti-ade  Rep- 
sentative  Charlene  Barshefsky.  Craft- 
g  a  WTO  deal  will  be  hard  enough,  but 
;gotiators  foi"  both  sides  may  find  sell- 
g  it  at  home  even  tougher. 
By  Paul  Magnusson  in  Washington, 
ith  Joyce  Baniathan  in  Hong  Kong 


as  the  July  1  date  of  its  reversion  to 
China  approaches. 

Gitic  Enterprises,  owned  by  provin- 
cial holding  company  Guangdong  Inter- 
national Ti'ust  &  Investment  Corp.,  is 
one  of  Hong  Kong's  "red  chips" — com- 
panies owned  by  Chinese  state  min- 
istries or  provincial  and  local  govern- 
ments that  are  traded  in  Hong  Kong. 
Since  last  summer,  red  chips  have  been 
the  highest  of  highfliers.  From  170  in 
late  August,  ing  Baling  Ltd.'s  Red  Chip 
Index  rocketed  to  310  by  mid-March 
before  easing  back  to  280  on  Mai*.  24. 
Some  individual  red  chips  have  soared 


to  dizzying  heights:  Industrial  conglom- 
erate China  Everbright  International  is 
trading  at  500  times  its  1995  earnings. 

Buyers  of  Gitic  Enterprises  are  hop- 
ing that  the  company's  stock  vrill  benefit 
from  a  process  that  has  boosted  the 
price  of  other  red  chips.  Chinese  parent 
companies  often  sell  choice  subsidiaries 
to  the  Hong  Kong  red  chips  on  favor- 
able terms.  The  deals  often  boost  the 
value  of  the  listed  company  and  pro- 
n  windfalls  for  man- 
usually  the  same  in 
md  the  red  chip, 
stors  in  Gitic  Enter- 
g  a  risky  bet  on  such 
lys  Peter  Churchouse, 
at  Morgan  Stanley  & 
ig.  Given  the  opaque 
'  China's  business  prac- 
,ve  no  idea  what  those 
or  what  comes  with 
my  is  transfeiTed  to  a 
with  liabilities  for  the 
s  the  iron  rice  bowl  of 
it  could  be  a  burden 
on  the  red  chip's 
earnings. 

The  buying  now 
seems  to  be  mostly 
by  local  Hong  Kong 
investors  and  main- 
landers.  A  reason  is 
suggested  by  ing 
Baling  Secuiities  Inc. 
analyst  Alan  Butler- 
Henderson.  "Red 
chips  to  a  certain  ex- 
tent have  taken  over 
the  role  of  A-shares 
and  B-shares,"  he 
says,  referring  to 
shares  in  Chinese 
companies  that  Chi- 
nese citizens  and  for- 
eigTiers,  respectively, 
are  allowed  to  trade 
on  the  Shanghai  and 
Shenzhen  .stock  ex- 
changes. "Chinese  in- 
vestors have  the  no- 
tion that  red  chips 
are  less  susceptible 
to  central  govern- 
ment manipulation." 

With  the  handover,  these  companies 
seem  certain  to  become  an  increasingly 
important  part  of  the  Hong  Kong  stock 
market.  Still,  playing  with  red  chips  is  a 
risky  game.  "These  companies  are  so 
diversified  there  aren't  any  analysts  or 
investors  who  have  a  finn  gi'asp  of  what 
the  underlying  businesses  are,"  says  Pe- 
ter Perkins,  a  regional  strategist  at  Dai- 
wa  Securities  Co.  Such  talk  should  scare 
speculators.  But  as  the  Gitic  listing 
shows,  there  are  record  numbers  willing 
to  keep  the  game  going. 

By  David  Lindorff  in  Hong  Kong 


International  Business 


GHOST  PLANT:  A 

Hanbo  steel  mill 
halted  in 
mid-construction 


THE  ICE 

JUST  KEEPS  GETTING  THINNER 

More  Korean  companies  fall,  paying  the  price  for  steep  debt 


These  are  desperate  days  in  South 
Korea.  In  an  unprecedented  move, 
Ssangyong  group,  Korea's  sixth- 
biggest  chaebol,  or  conglomerate,  is 
looking  for  foreign  buyers  for  half  its 
carmaking  unit,  Ssangyong  Motor.  In 
last  place  among  Koi'ean  auto  makers,  it 
has  been  in  the  red  since  1992  and  has 
debt  of  more  than  $3  billion.  So  Ssang- 
yong has  been  trying  to  lure  General 
Motors  Corp.  to  iDuy  in.  And  it  wants 
Daimler  Benz,  which  already  owns  3%, 
to  increase  its  share.  But  insiders  say 
neither  Western  carmaker  is  inclined  to 
take  the  plunge. 

Ssangyong  is  indicative  of  the  disease 
afflicting  Korea's  companies:  perilously 
high  debt-to-equity  ratios  caused  by  bor- 
rovdng  too  much  too  quickly  to  finance 
gi'owth  (table).  Most  companies'  debt  is 
nearly  three  times  their  equity,  anrl  for 
some  outfits  it's  more  than  10  times.  In 
the  past,  speedy  sales  gi'owth  covered 
excesses.  But  as  Korea's  economy  slows, 
the  bankruptcies  this  year  of  two  major 
chaebol  have  raised  the  specter  of  more 
failiu'es — and  it's  smaller  companies  that 
are  most  likely  to  suffer. 
BRIBERY.  The  bankruptcies  have  chas- 
tened Korean  bankers  and  bureaucrats, 
who  have  responded  by  tightening  cred- 
it and  slowing  growth  in  government 
spending.  That,  in  tmn,  is  hkely  to  trig- 
ger even  more  failui-es.  But  it  will  also 


accelerate  the  badly  needed  process  of 
industrial  restructuring.  "These  inci- 
dents have  given  companies  a  good  les- 
son that  there's  a  gi-eat  risk  in  bori'ow- 
ing  too  much,"  says  Han  Seung  Soo, 
who  stepped  down  as  Finance  Minister 
in  early  March. 

The  repercussions  of  a  bribery  scan- 
dal following  the  collapse  of  the  Hanbo 
gi'oup  in  January  and  the  Sammi  gi'oup 
in  March  are  extending  through  poh- 
tics,  threatening  to  bring  dowTi  Presi- 
dent Kim  Young  Sam  himself  They're 
also  reaching  bankei's,  who  are  suspect- 
ed of  colluding  to  extend  billions  in  un- 
sound hjans.  So  there's  a  backlash 
against  lending.  "Bankers  are  now  dead 


CARRYING  A  HEAVY  LOAD 


COMPANY 

DEBT 

BILLIONS 

DEBT-EQUITY 
RATIO 

WOOSUNG 
CONSTRUCTION* 

$1.9 

17.2 

ORIENTAL  BREWERY 

1.3 

10.7 

HANBO  STEEL  &  GENERAL 
CONSTRUCTION* 

3.0 

8.5 

SAMMI  STEEL* 

1.5 

6.4 

KIA  MOTORS 

5.6 

3.8 

DAEWOO 
ELECTRONICS 

3.0 

3.5 

'Bankrupt 

DATA:  DAEWOO  SECURITIES 

set  against  maki 
loans  under  politi< 
pressure,"  says  K 
Hun  Soo,  Men 
Lynch  &  Co.'s 
search  head  in  Seo 
"They  can  resist 
saying,  'We  almc 
went  kaput  becau 
of  you  guys.' " 

Such  attitudes  a 
especially  hard 
small  outfits.  UnH 
the  chaebol,  the 
companies  lack  c( 
lateral  and  access 
global  capital  markets.  The  default  ra 
is  rising.  In  March,  an  average  of 
companies  folded  eveiy  day  in  the  Sec 
area  alone,  compared  with  1.5  a  day  la 
yeai'.  "How  many  companies  vrill  go  hv 
is  hai'd  to  say,"  said  Lee  Keun  Mo,  he 
of  research  at  ing  Barings  Securiti 
Ltd.  in  Seoul.  "But  fimis  with  poor  ca 
flow  and  with  debt-equity  ratios  in  e 
cess  of  10  will  suffer." 
GETTING  SERIOUS.  Despite  the  wamin 
last  year  of  grave  problems  to  corr. 
the  fii'st  shocks  hit  only  this  year  whi 
the  two  chaebol  collapsed.  Hanbo,  K 
rea's  14th-biggest  conglomerate  and  i 
No.  2  steelmaker,  had  .$.5.8  billion 
debt.  The  Sammi  gi'oup,  Korea's  26t 
biggest  chaebol,  cracked  under  debt 
$2.2  billion.  Like  Hanbo,  Sammi  ove 
reached  itself.  In  the  late  1980s,  tl 
company  vaulted  into  the  top  ranks 
world  specialty  steel  makers  by  spen 
ing  .$300  million  to  buy  Atlas  Corp. 
Canada  and  Al-Tech  Corp.  of  the  U 
Soon  afterward,  the  market  slumps 
To  keep  the  gi"oup  afloat,  7  of  12  affi 
ates  were  subsequently  sold.  But  th 
was  not  enough. 

The  demise  of  further  chaebol  ca 
not  be  niled  out.  Analysts  say  that  sui 
second-tier  conglomerates  as  the  Doos; 
gToup  are  vulnerable.  Doosan  owns  Oi 
ental  Brewery,  a  leading  beer  compar 
with  a  debt-equity  ratio  of  10.7. 

The  country's  steps  toward  fiscal  an 
terity  show  it  is  serious  about  reformii 
the  industrial  stnicture.  Seoul  has  ev( 
cut  its  growth  estimate  for  this  year 
5.3%  ft-om  the  6%  rate  forecast  earli( 
That's  down  sharply  from  last  yeai 
7.1%.  But  with  so  many  companies  st 
highly  leveraged,  the  carnage  is  e 
pected  to  continue. 

By  Steven  V.  Brull  in  Tokyo,  wi 
bureau  reports 


We'll  get  our  people  right  on  it. 

■  You  face  a  vast  sea  of  choices.  On  one  side, 
your  company.  The  other,  your  new  location. 
Fortunately  for  you,  we're  prepared  to  do  every- 
thing in  our  power  to  make  the  decision  easy. 
Like  arranging  face-to-face  meetings  with  state 
and  local  leaders.  Finding  unexpected  ways  of 
reducing  costs.  Even  offering  incentives  some 
businesses  would  consider,  well,  miraculous,  ■  To 
learn  more,  call  I-800-340-3323,  Because,  when  it 
comes  to  business,  Mississippi  may  well  be  the 
promised  land 


Mississippi.  We  can  do  that. 


Mississippi  Department  of  Economic  and  Community  Development  •  P.O.  Box  849  •  Jacl<son,  Mississippi  •  39205  •  http://www.mississippi,org 
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Llbcrtv  Mutual  s  mariiiged  care  is  as  fast  as  Hector's  tast  break.  After  his  accident,  Hector's 
employer  called  our  2H-hour  claims  service  hotline.  We  found  the  right  doctor  to  treat  him,  at 
the  right  price.  A  rehabilitation  nurse  coordinated  a  return-to-work  plan.  And  through  our  on-site 
rehabilitation  program,  a  therapist  workecJ  to  help  Hector  properly  do  his  )ob  and  avoid  reinjury, 
so  today  Hector  is  back  on  the  job  (and  on  the  boards)  leading  a  salcr,  more  secure  life. 
5^     ThiTc.t  more  inlormation  nr  V^  like  l<>  .iharc.  So  p/iui.u'  call  .John  Ryan  LIBERTY 

^  ■  MUTUAL 

al  (()I7)        -  ^<S-l2  or  vuul  our  hy/>,iiIi'  al  htlp://u'MHi'.lthcrt\/iiiiit iial.coni  jreecloiij  of  Jj'jiet^ 
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riTAIN 


lOVIEMAKERS  ARE  BACK-BUT 
/HERE'S  THE  BIG  MONEY? 

ithout  more  capital,  London  will  never  rival  Hollywood 


I rive  through  the  rolling  country- 
side of  Hertfordsliu-e,  north  of  Lon- 
don, and  you're  likely  to  see  a  film 
ing  made.  If  it's  not  Stanley  Kubrick's 
ws  Wide  Shut,  starring  Tom  Cruise 
d  Nicole  Kidman  at  Pinewood  Stu- 
)s,  then  it  could  be  Lost  in  Space  at 
epperton. 

Britain  is  abuzz  with  film  work  these 
ys.  The  nine  Oscars  won  by  Tlie  Eng- 
h  Patient — a  film  by  dii-ector  Anthony 
nghella,  a  native  of  the  Isle  of  Wight, 
th  a  largely  British  cast — are  testi- 
)ny  to  the  revival.  Some  123  films 
ire  made  in  Britain  last  year,  up  from 
the  year  before.  "If  it  weren't  for 
itish  initiative,  The  English  Patient 
)uld  never  have  been  made,"  boasts 
■  Sydney  Samuelson,  the  British  Film 
immissioner. 

LLING  SHORT.  But  the  British  film  in- 
stiy  has  a  long  way  to  go  before  it  ri- 
Is  Hollywood.  Almost  moribund  in  the 
d-1980s,  it's  regaining  its  health.  Total 
i^estment  was  $1.1  bilhon  last  year, 
I  two-thirds  from  1995,  according  to 
ide  publication  Screen  International. 
ith  labor  costs  an  estimated  20%  to 
%  lower  than  in  the  U.  S.,  and  film 
lent  plentiful  and  largely  nonunion- 
?d,  Britain  clearly  has  advantages. 
The  sticking  point  is  finance.  Few  if 


1,000  — 


600- 


any  British  outfits  can  come  up  with 
the  $100  million  or  more  it  takes  to 
make  a  big-budget  movie.  Minghella, 
for  instance,  fell  short  of  raising  the  $32 
million  he  needed  and  had  to  turn  to 
Walt  Disney  Co.  subsidiary  Miramax 
Films  Inc. 

That's  why  Britain  largely  sei-ves  as  a 
location  and  a  postpro- 
duction  site  for  big-bud- 
get pictures.  Most  activ- 
ity is  in  the  Elstree  area 
north  of  London,  where 
the  British  Broadcasting 
Corp.  has  its  studios  and 
where  many  classics 
were  made.  At  nearby 
Leavesden  Studios,  car- 
penters are  building  the 
sets  for  George  Lucas' 
new  Star  Wars  prequel 
in  a  gigantic  building 
where  woi'kers  once  assembled  Moscjui- 
to  bombers  during  World  War  II. 
Leavesden's  owner,  Malaysia's  George- 
town Holdings,  is  planning  to  invest 
$320  million  on  state-of-the-art  film  fa- 
cilities, a  studio  tour  attraction,  and  a 
housing  development. 

Lucas  has  company.  Steven  Spielberg, 
who  is  getting  ready  to  shoot  Saving 
Private  Ryan  at  another  abandoned 
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BRITISH  HIT:  Ralph  Fiennes 
in  The  English  Patient 

aerodrome  in  Hatfield,  is  nego- 
tiating with  Britain's  Defense 
Ministiy  over  the  use  of  British 
soldiers  for  a  scene. 

Britain  may  not  get  the 
profits  from  these  potential 
blockbusters.  But  led  by  the 
Anglo-Dutch  Polygram  and 
the  nonprofit,  government-run 
Channel  Four,  it's  slowly  in- 
vesting more  in  home-grown 
films.  Last  year,  53  films  were 
wholly  funded  by  British 
sources,  compared  with  an  ane- 
mic 17  in  1995.  Those  numbers 
could  jump  even  further.  This 
coming  May,  Britain's  Arts 
Council,  backed  by  $240  million 
in  National  Lotteiy  funds,  will 
iiand  out  foiu'  fi-ancliises  to  cre- 
gling  film  studios.  The  hope  is 
that  Britain  can  come  up  with  more  in- 
ternational liits  like  Four  Weddings  a)id 
a  Funeral  and  Trainspotting. 
ROCK  CONCERTS.  In  the  meantime,  the 
action  is  supporting  a  thriving  cottage 
industry  of  lighting  companies,  sound 
and  camera  people,  composers,  recording 
studios,  and  animators.  When  they 
aren't  working  for  Hollywood  moguls, 
these  craftspeople  can  find  work  on 
smaller  features  or  in  Britain's  thriving 
television  industry. 

Ronan  Willson,  for  one,  is  betting 
that  the  boom  in  film  production  will 
continue.  An  entrepreneur  who  started 
a  business  in  the  1970s  to  design  light- 
ing for  rock  concerts,  he  has  sunk  $3.2 
million  into  creating  Millennium  Studios 
in  Elsti-ee.  A  dedicated 
film  buff,  Willson  start- 
ed Millennium  to  provide 
space  for  homeless  film 
businesses  after  IVKiM 
shut  down  Elstree  Stu- 
dios across  the  street  in 
1993.  Now,  he  rents 
space  to  artisan  compa- 
nies, such  as  film  eflitors. 
One  set  of  offices  in  his 
rambling  building  is  oc- 
cupied by  the  production 
company  for  Basil,  a  cos- 
timie  di-ama  featiuing  international  stars 
Christian  Slater  and  Derek  Jacobi. 

Britain's  cost  advantage  has  been 
eroded  somewhat  by  the  fluctuating 
pound.  To  create  a  true  Tinseltown  by 
the  Thames,  the  countiy  must  become 
more  than  a  cheap  source  of  talent  and 
begin  fimding  blockbusters  on  its  own. 

Bij  Stanley  Reed 
and  Julia  Flynn  in  Elstree 


International  Business 


GAZA 


YOU  CALL  THIS 
A  FREE  MARKET? 

Arafat  shares  the  blame  for  a  Palestinian  economy  in  tatters 


All  over  Gaza,  partially  built  apart- 
ment and  office  buildings  rise  out  of 
the  sandy  landscape.  In  the  past 
couple  of  years,  Palestinians  have 
poured  $600  million  into  construction 
and  real  estate,  figuring  that  peace  vrith 
Israel  would  lead  to  an  economic  boom. 
Instead  of  a  buzz  of  construction  around 
the  buildings,  there  is  silence.  Peace 
talks  with  Israel  remain  at  a  standstill, 
and  tensions  in  the  border  teri'itories 
are  mounting.  The  projects'  owners,  out 
of  money,  have  abandoned  them. 

The  unfinished  buildings  represent  a 
Palestinian  economy  in  tatters.  Pales- 
tinians hold  Israel  responsible  for  many 
of  their  economic  woes.  But  although 
much  blame  falls  on  Israel's  shoulders,  it 
does  not  rest  there  alone.  While  Pales- 
tinian leader  Yassir  Arafat  boasts  of 
creating  a  free  market,  critics — Pales- 
tinian and  foreign  alike — claim  he  is 
nmning  a  command  economy,  dominated 
by  state-inn  monopolies  and  choked  by 
corinption  and  favoritism. 
DEAF  EARS.  It  is  tnie  that  in  closing  its 
borders  with  Gaza  and  the  West  Bank, 
Israel  contributed  to  a  22.7%  ch'op  in  the 
territories'  gi-oss  national  product  be- 
tween 1992  and  1996.  Yet  Ai-afat  himself 
may  be  holding  the  economy  hostage. 
Virtually  every  major  deal  requires  his 


Corruption,  favoritism,  and  state-run 
monopolies  are  choking  off 
development  and  scaring  investors 

YOUTHS  THROWING  BOTTLES  AFTER  THE  BORDER  CLOSING 


personal  approval,  say  investors.  And 
despite  pleas  from  both  local  and  for- 
eign interests,  no  credible  business  or 
investment  law  has  been  passed. 

Another  obstacle  to  healthy  economic 
development  in  the  territories  is  mo- 
nopolies. Since  the  Palestinian  National 
Authority  (pna)  was  formed  four  years 
ago  as  the  vehicle  of  self-govemment,  it 
has  allowed  the  creation  of  more  than 
100  exclusive  importing  agencies.  Theo- 
retically independent,  these  agencies 
have  become  sole  licensees  for  importing 
products  from  cement  to  cigarettes  to 
petroleum — and  thus  have  a  lock  on 
prices.  Now,  the  agencies'  tentacles  are 
spreading  into  areas  from  advertising 
to  computers.  Not  only  are  they  mo- 
nopolizing certain  industries  but  they 
are  de  facto  pna  companies. 

Most  of  the  big  investors  who  have 
not  shied  away  fi"om  doing  business  in 


the  tenitories  have  political  connectic 
Created  in  1993,  Palestine  Developrn 
&  Investment  Co.  (padico)  is  the  larg 
investor  in  the  territories,  vdth  1,( 
wealthy  local  and  expatriate  Palestin 
shareholders.  The  company  is  build 
$500  mUlion  worth  of  projects,  includ 
a  housing  complex  and  industrial  p; 
in  Gaza  and  a  hotel  in  Bethlehem, 
also  managing  the  new  stock  exchange 
Nablus  and  is  the  larg 
shai'eholder  in  the  new  Pal 
tinian  telephone  company,  i 
cording  to  Western  diplom 
and  Palestinian  sources, 
company  also  has  close  t 
with  the  PNA.  Wiista, 
bribery,  is  said  to  flourish. 

The  economic  mismanaj 
ment  worries  the  interi 
tional  community.  "The  U 
has  made  clear  that  we  i 
concerned  about  trends  tl 
we  believe  are  contrary 
developing  a  healthy  priv: 
sector,"  says  one  U.  S.  ol 
cial.  At  a  donor  aid  meeti 
in  Brussels  in  December,  t 
PNA  pledged  to  stop  granti 
monopoly  licenses  and  to  b 
ter  organize  how  it  rais 
money.  "We'll  see  if  it  actu 
ly  happens,"  says  the  offici 
Some  foreign  investc 
have  brok 
through  the  t 
reaucratic  me 
In  Nablus,  i 
example,  the  i 
Aqqad  text 
factory  has 
contract  wi 
Marks  &  Spem 
PLC  to  manufs 
ture  and  export  jeans  bearing  the  lal 
"Made  in  the  West  Bank  and  Ga 
Strip."  Kentucky  Fried  Chicken  is  g( 
ting  ready  to  open  in  Gaza  City,  and 
Maniott  Hotel  ha.s  finally  broken  grou 
after  months  of  delay.  And  now  that  1 
rael  has  allowed  Palestinians  to  use  t 
new  Gaza  airport,  Palestinians  are  hopi 
commercial  flights  will  begin  soon, 
lowing  them  to  export  agricultui'al  goo 
such  as  strawbeiries. 

But  most  Palestinians  ai-e  bracing  f 
more  economic  hard  times.  On  Om 
Muktah  Street,  there  ai'e  few  Palestini; 
shoppei-s  on  the  fonnerly  busy  sidewall 
Only  two  shopkeepers  seem  optimistic- 
jeweler  Khalid  Sadie  and  his  broth( 
who  have  opened  their  second  shop.  Sac 
says  he  still  has  customers:  a  handful 
businessmen  and,  the  biggest  spende 
these  days,  members  of  Arafat's  pna 
By  Sharon  Mosluivi  in  Ga, 
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Sure,  others  fly  south  to  Latin  America, 
Of  course,  we  do  it  over 345  times  a  week. 

With  nights  to  BO  cities  throughout  Mexico,  Central  and  Soutli  Amcrit  a  and  the  Caribbean,  our  service  south  ol  the  border  is  enough 

togive  just  about  anything  with  wings  an  inl'erioritv  complex.  i5ihngual  flight  attendants,  Latin  American  cuisine,  first  class 
cabins  and  OnePass'  mileage  are  available  on  all  tlights.  For  more  information,  call  your  traxcl  agent  or  Continental  at  1-800-231-0856. 

Continental  ^ 

More  airline Jor  jour  moneyr 

Visit  our  web  site  at  http://wvvw.nycontinental.com 


Brazil  sen/ice  subject 
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Next  time  you're  thinking  about  choosing 
a  business  PC,  consider:  instead  of  running 
around   and   locating   each   and  every 


HP  vectra  PCs  PC   i  11  y  o u  r  u  6  t  w 0 r  Ic ,  y  0 u  can  save  your 

for  Business  from$992' 

breath   by  using   HP   Vectra   PCs.   Our  Intel'"  Pentium'® 


processor-based  PCs  are  designed  not  just  to  be  manage- 


able,  but   to   actually   help   you   manage.  Between  our 


hardware   and   software   features   like   Top  TOOLS  and 


OpenView,  we  offer  a  host  of  non- proprietary, 


DMI-standards-based  management  solutions.  ^.  , 

Pentium 

IPfiOCESSOR 

You  can  upgrade   multiple   PCs  remotely,   monitor  them 


throughout  your  entire  network,  collect  asset  data  from 


any  PC,  troubleshoot  problems  before  they  even  become 


problems  and,  in  general,  get  more  work  done.  Have  a  seat 


and   please   type:  www.hp.com/go/vectracommercial 


Better  products,  better  productivity. 


HEWLETT' 
PACKARD 


Why  a  10-year-old  insurance  company  is 
better  for  you  than  a  100-year-old  insurance  company 

(Hint:  no  100-year-old  products.) 


Only  one  insuranct-  company  seems  to  have  noticed 
that  people  today  are  living  longer. 

Over  the  last  century,  consumer  needs  have  changed  from 
"What  if  I  die  young?"  to  "What  if  I  outlive  my  money?" 
Today,  people  want  guaranteed  retirement  income. 

But  most  insurance  companies  haven't  read  it.  They 
continue  to  sell  policies  designed  at  the  turn  of  the 
century.  Policies  that  put  emphasis  on  death  benefits 
and  offer  a  retirement  income  as  a  sort  of  afterthought. 

LifeUSA  has  a  new  idea  — called  "Universal  Annuity 


Life."  1  he  first  life  insurance  policy  that  not  only  cov< 
against  early  death,  hut  also  rewards  policyholders  witlj 
guaranteed  retirement  income  that  can  be  two  to  thi 
tiines  greater  than  traditional  insurance  policies. 

Has  this  approach  been  successful?  A  new  company 
years  ago,  LifeUSA  now  manages  over  $4  billion  in  assets.! 
fact,  Forbes  recendy  named  LifeUSA  to  their  "Assets  500" 

Find  out  how  smart  instirance 
from  the  year  \991  really  looks. 
Call  LifeUSA  at  1-800-950-7372. 
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Insurance  products  designee 
at  the  turn  of  the  century  at 
still  being  sold  today. 
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International  Outlook 
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POLAND:  SOLIDARITY  MAY  BLOW 
ITS  BEST  CHANCE  IN  YEARS 


In  Gdansk,  shipyard  workers  clash  violently  with  riot  police. 
Miners  and  steelworkers  storm  and  occupy  the  Treasury  in 
Wai'saw.  It's  hard  to  believe  it  is  March,  1997,  as  shouts  of 
Gestapo!"  and  "Down  with  Communism!"  echo  in  the  streets, 
tut  the  imminent  forced  closm-e  of  the  bankrupt  Gdansk  yard, 
jgendaiy  biithplace  of  Poland's  Solidarity  movement,  is  stok- 
ig  political  passions.  And  Lech  Walesa's  successors  have 
eized  the  moment  to  confront  President  Aleksander  Kwas- 
iewski  and  the  former  communists  who  now  inle  Poland. 

Solidaiity  has  shot  back  to  prominence  after  yeai's  in  the  po- 
tical  desert  thanks  to  labor  leader  Maiian  Ki'zaklewski.  He  has 
titched  together  a  grab  bag  of  30  center-right  parties  into  an 
lectoral  alliance  called  Solidarity  Election 
iction  (Aws).  Pollsters  give  it  a  fighting 
hance  of  winning  power  in  general  elec- 
ms  due  in  September,  reversing  the  rout 
f  Solidarity-backed  parties  in  1993  by 
[wasniewski's  reformed  communist  De- 
locratic  Left  AUiance  (sld). 
AMPANT  CRONYISM.  Despite  its  strong 
conomic  performance,  the  government  is 
laying  into  Kr-zaklewski's  hands.  Business 
!adei"s  are  delighted  with  the  ciuTent  5.5% 
I'owth  rate,  decHning  inflation,  and  con- 
miing  mai'ket  refoiTns.  Nevertheless,  they 
re  increasingly  unhappy  about  the  huge  centralization  of 
ower,  high-handed  tax  policies,  and  rampant  cronyism  that  stOl 
talks  Warsaw's  conidors  of  power.  Besides,  the  niling  coalition 
>  divided.  In  a  recent  feud,  hard-liners  in  the  Polish  Peasants 
'arty  forced  the  reformist  Agi-iculture  Minister'  out  of  of- 
ce — even  though  he  was  backed  by  the  sld — because  they 
idn't  like  his  reforms. 

All  the  same.  Solidarity  has  some  gaping  weaknesses 
liat  could  hurt  its  comeback  bid.  The  aws  alliance  has  not 
een  able  to  hammer  out  a  coherent  economic  program, 
ts  leaders  have  advocated  a  series  of  woolly  ideas  ranging 
"om  labor  laws  that  protect  workers'  jobs  to  slowing  down 


KWASNIEWSKI:  Centralizing  power 


privatizations  and  giving  greater  state  assets  to  workers. 

Now,  by  demanding  protection  for  workers,  and  using 
Gdansk  as  a  political  batteiing  ram,  Ki-zaklewski  is  widening  a 
Solidarity  schism  dating  back  to  1990  between  the  labor  union 
and  intellectuals.  Adam  Michnik,  a  force  in  Solidarity  during 
Walesa's  heyday,  editorialized  in  the  Gazeta  Wyborcza  news- 
paper that  the  Gdansk  protesters'  message  was  really:  "Down 
with  a  democratic  state  based  on  the  nile  of  law."  Other  big 
names  ft-om  Solidarity,  such  as  fonner  Prime  Minster  Hanna 
Suchocka,  have  long  flown  the  coop  to  join  the  Freedom  Union 
paily,  ardent  fi*ee  marketers. 

Krzaklewski  is  loinning  some  other  big  risks.  He's  pushing 
such  Polish  hot  buttons  as  the  abortion  is- 
sue. He  tried,  for  example,  to  insert  an 
outright  abortion  ban  into  the  constitu- 
tional revision  now  in  the  final  stages  of 
parhamentaiy  approval.  And  he's  nmning 
on  Roman  Catholic  Chm-ch  social  doctiines, 
such  as  Pope  John  Paul  IPs  dictum  "Capi- 
tal should  not  be  above  man,"  and  owners 
shouldn't  be  preferred  over  workers. 

The  Pope's  planned  10-day  visit  to  his 
native  Poland  at  the  end  of  May  could 
make  the  chm-ch  a  key  election  issue.  Even 
Kwasniewski  is  trying  to  preempt  being 
labeled  antichurch  by  meeting  the  Pope  in  the  Vatican  in 
April.  Co-opting  the  church  can,  however,  prove  a  poisoned 
chalice.  It  was  one  factor  in  Walesa's  defeat  in  the  1995  presi- 
dential election.  Although  {10%  of  votei-s  ai-e  baptized  Catholics, 
polls  show  7  in  10  want  the  church  to  keep  out  of  politics. 

Polish  voters  imeasy  with  the  sld's  grip  on  power  ai"e  cleai*- 
ly  casting  about  for  an  alternative.  But  despite  its  chmb  in  the 
polls,  it's  not  siu'e  that  the  aws  yet  provides  the  answer  To  suc- 
ceed, it  win  have  to  find  common  gi'ound  with  its  more  reform- 
minded  partners — and  let  go  of  its  heroic  Solidarity  past. 

By  Karen  Lowry  Miller  in  Bonn, 
with  Peggy  Simpson  in  Warsaw 


GLOBAL  WEAPUF 


RUSSIAN  WORKERS  STRIKE 

►  Russia's  new  reformist  government 
is  getting  a  baptism  by  fire.  First 
Deputy  Prime  Ministers  Anatoly 
Chubais  and  Boris  Nemtsov  barely 
had  time  to  move  into  their  offices  in 
Russia's  White  House  before  workers 
picketed  the  building.  The  action  was  a 
prologue  to  a  nationwide  strike  call  to 
20  miUion  Russian  workers. 

The  one-day  strike  on  Mar.  27  puts 
the  new  government  on  notice  that 
workers'  patience  is  wearing  thin  over 
continuing  long  delays  in  wage  and 


pension  payments.  Chubais  is  promising 
to  pay  off  most  of  the  huge  an-ears, 
now  totaling  nearly  $9  billion,  by  the 
end  of  June.  If  he  doesn't,  Russia  could 
be  in  for  a  long,  hot  summer  of  um-est. 

INDONESIAN  GOLD  PUZZLE 

►  Canadian  mining  company  Bre-X 
once  bragged  that  its  Busang  gold 
find  in  Indonesia  could  be  the  biggest 
this  century.  But  on  Mar.  26,  Bre-X's 
shares  were  suspended  after  its  part- 
ner, Freeport-McMoRan  Copper  & 
Gold  Inc.,  di-opped  a  bombshell  with 
its  announcement  that  analysis  of 


Busang  drillings  "indicate  insignifi- 
cant amounts  of  gold."  Bre-X,  which 
earlier  estimated  that  Busang  con- 
tained 71  million  ounces,  worth  more 
than  $20  billion,  said  the  find  may 
have  been  "overstated  because  of 
invalid  samples. 

The  statements  came  days  after  the 
Bre-X  geologist  who  co-discovered 
Busang  fell  to  his  death  from  a  heli- 
copter. He  may  turn  out  to  be  only  the 
first  casualty  in  the  affam  The  lure  of 
gold  had  sparked  fierce  corporate  bat- 
tles for  control  of  Busang,  involving 
Indonesian  President  Suharto's  family. 


People 


FUND  MANAGERS 


A  GUNSLINGER 
NO  MORE 


Rich  Dennis,  the  1980s' 
superstar  commodities 
trader,  is  now  doing  what 
his  computer  tells  him 

For  years,  Richard  J.  Dennis  lived 
by  his  wits  in  the  commodity  mar- 
kets— and  quite  a  living  it  was. 
His  knack  for  the  quick  kill  made 
him  an  estimated  $200  million  in  the 
1980s  and  brought  him  fame  unmatched 
by  any  other  futiu'es  trader.  Then  his  m- 
stincts  failed  him.  By  the  early  1990s, 
having  lost  tens  of  milhons  for  his  cus- 
tomers, he  quit  the  business.  Now,  he's 
trading  again,  with  a  difference. 

Instead  of  acting  directly  on  his 
thoughts,  theones,  and  impulses,  Dennis 
translates  them  into  computer  programs. 
When  those  bits  and  bytes  align  with 
market  prices,  the  computer  orders  a 
trade.  Under  an  agi'eement  with  a  third- 
party  broker  who  controls  most  of  his 
customer  funds,  Dennis  must  follow  the 
system.  No  matter  what  his  gut  tells 
him,  discretion  isn't  allowed.  So  far,  the 
deal  has  paid  off:  With  a  111%  gain  in 
1996,  Dennis  once  again  ranked  among 
the  world's  top-performing  commodity 
traders.  "The  left  side  of  my  brain  has 
put  the  right  side  out  of  business,"  the 
soft-spoken  48-year-old  explains. 
HUGE  LOSSES.  Dennis'  transformation 
to  robo-trader  could  prove  significant. 
In  derivatives  markets,  taming  traders 
is  the  preeminent  risk-management 
problem — ^just  ask  Bar- 
ings PLC  or  Sumitomo  DENNIS  IN 
Bank  Ltd.  A  computer  1992:  Gains 
system  that  limits  po-  of  111% 
tential  losses  has  great  last  year 
appeal.  In  Dennis'  case, 
his  goal  was  to  separate  a  brain  loaded 
with  money-making  insights  from  the 
heart  of  a  gimsUnger.  By  the  time  he  i-e- 
tired  in  1988,  he  had  shot  himself  in 
the  foot  by  making  unusually  risky 
trades — purchasing  huge  quantities  of 
options  just  before  they  expired  and 
became  worthless,  for  example.  In  one 
day,  he  lost  $8  million  in  a  soybean 
trade  gone  bad.  Losses  in  his  personal 


accounts  paralleled  those  of  his  funds. 
Adding  insult  to  injury,  an  early  1990s 
comeback  attempt  flamed  out  in  months. 

Now,  the  system  curbs  Dennis'  ten- 
dency to  go  off  on  fliers  by  imposing 
strict  risk  parameters.  In  progi'amming 
the  computer  to  evaluate  price,  volume, 
and  other  mai'ket  data  in  search  of  prof- 
itable trades,  Dennis  says  he  employs 
only  strategies  that  have  survived  rig- 
orous testing  and  proved  successful  in 
the  past.  While  many  traders  employ 


was  before,"  says  Bob  Collins  of  Rosei; 
thai  Collins  Group,  an  investor  in  tH 
fund  whose  fu-m  has  cleared  trades  fcj- 
Dennis  since  the  1970s.  "It's  very  discfc 
plined  and  regimented." 

If  the  past  is  any  guide,  Dennis 
reaching  the  point  where  his  compu 
ers  will  be  truly  tested.  A  review 
his  trading  over  the  past  decade  sho 
that,  like  many  traders,  he  has  pe 
formed  best  when  handling  relative 
small  amounts  of  money.  In  1987  a: 
1988,  when  he  was  trading  as  much 
$159  miUion,  his  net  loss  after  fees  w; 
$60  million.  And  in  1992,  when  his  e 
uity  climbed  as  high  as  $86  million, 
lost  $48  million.  So  far,  the  fast  gi-o 
of  his  stake  hasn't  caused  him  to  sp: 
out  of  control,  though  it  may  ha 
slowed  him  down.  Through  Februarj 
he  was  up  6%  for  the  year,  compare 
with  nearly  10%  a  year  earlier. 

By  thwarting  the  impulses  that  led 
huge  losses  in  the  past,  the  compute 


Portrait  of 
A  Robo-Trader 


BORN  Chicago, 
Jan.  9,  1949 


EDUCATION  BA,  philosophy,! 
DePaul  University,  1970 

CAREER  Became  Chicago 
Mercantile  Exchange  runner 
at  17.  Made  first  million  by 
25.  Built  estimated  $200 
million  fortune.  Retired  in 
1988  after  steep  losses; 
attempted  comeback  in 
1992.  New  computer-driven 
fund  has  reaped  spectacular 
returns  for  two  years 

POLITICS  Contributed  mil- 
lions to  liberal  pols.  Board 
member  of  libertarian  Cato 
Institute.  Supports  legaliza- 
tion of  marijuana 


computer  models,  such  rigid  systems  re- 
main more  the  exception  than  the  rule; 
most  traders  keep  some  discretion. 

Despite  his  past  big  losses,  customers 
have  i-esponded  enthusiastically  to  Den- 
nis' new  approach.  So  far,  they've  given 
his  Dennis  Ti'ading  Group  Inc.  $85  mil- 
hon  to  manage,  up  fi'om  $2  million  at 
the  beginning  of  1996.  "What  I  see  here 
is  completely  different  fi-om  the  way  he 


ENTHUSIASMS  Staunch 
baseball  fan  and  3%  owner 
of  Chicago  White  Sox 


have  fi'eed  him  to  concentrate  on  th 
theorizing  that  was  always  his  greates 
love,  Dennis  says.  His  faith  in  his  ne 
system  has  led  him  to  promote  himse 
aggi'essively,  even  though  he  swore  i 
the  late  1980s  that  he'd  never  trad 
again,  except  as  a  pastime.  He  change 
his  mind,  he  says,  because  he  wants  t 
build  a  war  chest  to  support  a  vaiiety 
philanthi-opic  and  political  goals — amon 
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Co/;  V888-US\Nl^-4]], 
xt.  2(4,  for  our  free  gu/de. 


Interested  in  creating  a  compelling  Web  presence  for  your  business?  Talk  to  the 
first  national  organization  dedicated  to  helping  businesses  successfully  tap  the 
powerof  the  Web  —  USWeb.We  have  one  goal  in  mind:  to  offer  businesses  like  yours 
a  single  source  for  all  your  Internet  and  Intranet  needs.  So,  from  initial  consulta- 
tion and  architecture  planning  through  development,  hosting,  maintenance  and 
site  marketing,  we'll  partner  with  you  to  find  the  solution  that  fits  your  business. 
In  fact,  we've  already  put  our  expertise  to  work  for  companies  like  National 
eographic,  Northwestern  Mutual  Life,  Supermarkets.com  and  the  Vision  Council  of  America.  If  you're 
terested  in  letting  us  put  our  experience  to  work  for  you,  call  1-888-USWEB-411  ext.  214,  or  visit  our 
te  at  www.usweb.com/works.  VJe'W  send  you  our  free  booklet  entitled  Justifying  the  Web  for  Your 
jsiness.  That  is,  if  you  want  to  make  the  Web  work  for  you. 
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To  find  out  more  aboiJt  Nbvartis  and  our  new  skills,  visit  our  website  at  www.novartis.eom 
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The  world's  leading  Life  Sciences  company. 
Formed  by  the  merger  of  Ciba  and  Sandoz. 


MCOME  STOCKS 
FOR  LOWER  RISK 


Average  Annual  Total  Returns 

as  of  12/31/96* 

■  Equity  Income  Fund 

■  Lipper  Equity  Income  Funds  Average 

2<i40%18.85% 


17.08% 


% 


T.  Rowe  Price  Equity  Income  Fund,  one  of  our  most  con 
servative  stock  funds,  seeks  substantial  income  and  capital 
.i^rowth  over  time  with  less  risk.  The  fund  invests  in  dividend- 
paying  stocks  of  established  companies.  This  dividend 
emphasis  offers  investors  three  important  advantages: 
reduced  volatility,  a  relatively  steady  source  of  investment 
returns,  and  enhanced 
total  return  through  the 
reinvesting  and  com- 
. pounding  of  dividends. 

A  strategy  that  lias  out- 
performed Lipper  and 
earned  5  stars  from 
Morningstar.  The 

fund  has  consistently 
outperformed  its  Lipper 
Category  Average.  And,  it 

was  awarded  a  five-star  (*****)  rating  for  its  overall  risk- 
adjusted  performance  by  Morningstar.  The  fund  was  rated 
among  1,858;  1,072;  and  610  domestic  equity  funds  for  the 
3-,  5-,  and  10-year  periods  ended  1/31/97,  respectively.  '  * 

If  you  want  the  return  potential  of  stocks  but  would  like 
to  reduce  your  exposure  to  the  ups  and  downs  of  the  market, 
this  fund  may  be  an  appropriate  addition  to  your  portfolio.  As 
with  any  stock  fund,  there  will  be  price  fluctuation.  $2,500 
minimum  ($1,000  for  IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-6151 

http://ww\v.tmwepricc.C()m 


5  years 


10  years 


Imu'sl  Willi  ('.n}ifidn}( 

TRoweftice 


'  Sourt'c:  Lipper  AiiaK  Ileal  StTvlces,  liie  Fl.niMfs  iiicluilc  changes 
capital  gain  (iisli  il)iilioiis,  Inveslnieni  reliirn  and  principal  value  will 
redemption  than  at  lu  iginal  purchase. 

"  '  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  pe 
change  monthly  and  are  calculated  from  the  fund's  .V,  'i-.  and  lO-ye 
Treasury  hill  returns  with  appropriate  fee  adjustments  and  a  risk  facK 
Treasury  bill  returns.  The  1-year  rating  is  calculated  using  the  same  nie 
rating  The  fund  received  S  stars  for  the  .V,  and  10-year  periods.  For 
was  rated  among  2, ')')()  domestic  etpiity  funds.  Ten  percent  of  the  fund: 
the  ne,\I  22. S%  receive  ^. 

Past  performance  cannot  guarantee  future  residts.  Kead  the  prospe 
Investment  Services,  Inc.,  Distributor 


in  principal  value,  reinvested  dividends,  and 
vary,  and  shares  may  be  worth  more  or  less  at 

■rformance  through  1/31/47.  These  ratings  may 
ar  average  annual  returns  in  excess  of  9()-day 
)r  that  retlecis  fund  performance  below  9()-day 
:'thodolog\  but  is  not  a  component  of  the  overall 
the  1-year  period,  the  fund  received  4  stars  and 
s  in  an  investment  category  receive  S  stars,  and 

etus  carefully  before  investing.  T.  Rowe  Price 

I  II 


L 


People 


them,  legalizing  marijuana  and  aidir 
victims  of  domestic  abuse.  Money, 
says,  "is  the  main  ingi'edient  if  you  waj 
to  influence  things." 

Like  many  kids  growing  up  in  blul 
collar  Chicago,  Dennis  viewed  the  citj[ 
futures  exchanges  as  his  best  shot 
riches.  He  became  fascinated  with  traj 
ing  even  before  he  was  old  enough 
enter  the  pits.  While  still  a  teenag^ 
he  persuaded  his  dad,  a  city  engineer, 
fill  orders  for  him.  Before  long,  tl| 
plump,  bookish  kid  had  lost  half  his 
ther's  life  savings  and  his  young^ 
brother's  pizza-delivery  money,  too. 
made  eveiy  mistake  10  times  over  b| 
fore  I  was  21,"  he  says.  Yet  even  as 
learned  through  painful  trial  and  errt 
to  anticipate  price  movements,  he  nev^ 
lost  the  courage  to  bet  the  ranch, 
made  his  fii-st  million  by  age  25,  ar 
his  fortune  soared  over  the  next  deeadj 
Never  married,  he  remains  close  to  hi 
brother,  Tom,  a  veteran  trader  and  hi 


Dennis  has  spent 
millions  on  shelters  fol 
abused  women  and  on 
efforts  to  legalize  pot 


longtime  partner.  He  guards  his  privai 
carefully  and  declined  to  be  ph 
togi'aphed  for  this  article. 

By  1984,  Dennis  was  one  of  tl 
biggest  single  traders  in  the  commodil 
markets,  and  mere  rumors  that 
might  be  buying  or  selling  would  mo\ 
prices.  When  he  placed  classified  a( 
proclaiming  "trader  wanted,"  he  g( 
some  1,000  responses  from  people  eag* 
to  leam  his  secrets.  He  settled  on  fewt 
than  two  dozen  novices — among  the 
two  professional  gamblers  and  a  fantas; 
game  designer — and  after  a  two-we€  „^ 
training  progi'am,  he  gave  them  mone 
to  trade  under  his  fij'm's  auspices.  Se 
eral  went  on  to  become  top  commodit; 
fimd  managers,  including  Jeny  Park( 
of  Chesapeake  Capital  Corp.,  who  no 
manages  more  than  $1  billion.  "It  w; 
sink  or  swim.  Sort  of  an  experiment 
recalls  Parker,  a  former  accountan 
Dennis  ran  the  training,  Parker  say 
"because  he  wanted  to  have  a  certa; 
chunk  of  money  traded  using  systemat 
rules"  while  he  went  on  and  tried  oi 
new  techniques. 

As  Dennis'  bank  account  grew,  h 
interest  in  influencing  public  affaii 
grew  along  with  it.  Starting  with 
$1,000  donation  to  George  McGovei 


\ 


siiioe! 
Ben  yoa 


With  Japan  Airlines, 
you  can  link  your 
miles  to  some  of 
the  world's  best 
mileage  programs. 


Your  Needs.  Your  Airline. 


)an  Airlines  knows  that  although  you  may  fly  us  to  Asia,  your 
iferred  mileage  program  may  be  with  another  airline.  Which  is  why 

make  it  easy  for  you  to  apply  your  miles  to  other  major  carriers. 

when  you  fly  JAL,  you  not  only  enjoy  world  class  comfort  and 
vice,  you  enjoy  the  freedom  to  use  your  mileage  where  you  see 


fit,  whether  it's  with  American  Airlines-  AAdvantage,  Air  France 
Frequence  Plusor  our  own  JAL  Mileage  Bank.*  Perhaps  it's  this  kind  of 
concern  for  your  needs  that  has  made  Japan  Airlines  the  airline  of 
choice  for  Tim  Brady  and  other  experienced  business  travelers  to  Asia 
for  over  40  years.  Call  1-800 -JAL- FONE  for  more  information. 


•C'?nain  fesirictions  apply  Mileage  cannol  be  applied  lo  more  than  one  airlines  Irequeni  tlyei  piogram  Japan  Airlines  and  Air  France  reserve  the  fiyhl  lo  change  iheir  mileage  piograms  at  any  lir 
American  Airlines  and  AAdvantage  are  registered  trademart^  ot  American  Airlines  Inc  American  Airlines  reserves  the  righl  lo  change  the  AAdvantage  program  at  any  time  without  n 
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Japan  Airlines 


A    WORLD    OF  COMFORT 


world's  largest  computer 
^  maker  is  you -know- who.  And 

Pnow  you  know  who  number  two  is,  too. 
That's  right,  Fujitsu.  cP We're  a  global  maker 
of  everything  from  tablet,  notebook  and  desktop 
PCs  to  workstations,  servers,  supercomputers  and 
software.  cPWe  also  make  a  full  line  of  computer 
peripherals  including  high  capacity  disk  drives, 
magneto-optical  removable  storage,  tape  cartridge 
back-up  systems,  high  volume  document  scanners 
and  workhorse  printers.  cO Why  are  we  telling  you  this? 
Because  we  fully  expect  you'll  be  seeing  more 
and  more  of  our  products  in  your  business. 
And  when  you  do,  we  don't  want  you  to 
wonder,  "Fujitsu  who?"  To  learn  more 
about  Fujitsu  computer  products, 
please  see  us  on  the  Web  at 
www.fujitsu.com. 


FUJITSU 

COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


The  Workplace 


in  1972,  he  has  given  $10  million  to 
politicians,  he  reckons.  An  additional 
$20  million  went  to  a  think  tank  he 
founded  in  the  eai'ly  1980s  and  closed  in 
1989,  and  still  more  went  to  a  private 
foundation,  he  says.  While  some  of  the 
money  paid  for  domestic-violence  shel- 
ters, his  chief  cause  is  decriminalizing 
pot,  which  he  calls  good  economic  and 
social  policy.  "A  lot  of  people  give  mon- 
ey to  the  heart  association,"  he  says 
dryly.  "I  try  to  pick  things  that  are  as 
unpopular  as  possible." 

In  addition  to  giving  money,  Dennis 
has  participated  in  political  debates  and 
written  op-ed  pieces  and  magazine  arti- 
cles, including  a  5,000-word  article  on 
the  economics  of  legalizing  dings  that 
ran  in  The  Atlantic  in  1990.  Wlien  his 
public  fimds  collapsed  in  the  late  1980s, 
burned  investors  accused  Dennis  of  be- 
ing so  distracted  by  politics  that  he 
failed  to  monitor  tracling — an  accusation 
he  disputes.  In  any  case,  Dennis  says, 
all  his  political  giving  achieved  little.  "I 
wasn't  looking  for  an  ethanol  subsidy.  I 
was  looking  for  specific  policy  outcomes," 
he  says.  "[The  politicians]  would  say, 
'What's  the  hidden  agenda?' "  The  lack 
of  results  helped  transform  him  from 
liberal  to  libertaiian.  These  days,  he  ad- 
vocates less  government  at  all  levels: 
"The  rule  of  thumb  in  politics  ought  to 
be,  when  in  doubt,  don't  do  it." 
BIG  LOAN?  Dennis  is  deeply  bittei'  about 
a  class  action  brought  against  him  by  in- 
vestors after  his  big  losses.  In  1990, 
plaintiffs  concluded  that  he  was  "finan- 
cially strapped"  and  "debt-ridden,"  and 
coui't  records  say  he  agi'eed  to  borrow 
$2.5  million  from  his  brother  for  a  set- 
tlement. Dennis  says  his  net  worth  has 
been  in  the  millions  for  more  than  20 
years  and  that  he  paid  the  settlement. 
But  Philadelphia  attorney  Merrill  G. 
Davidoff,  who  represented  plaintiffs,  in- 
sists: "He  had  no  money." 

That's  not  an  issue  any  longer.  The 
question  now  is  whether  he  can  maintain 
his  jjhenomenal  rates  of  return.  Will  he 
substitute  nerve  endings  foi'  microchips 
if  liis  results  head  down!  Dennis  says  no. 
Yet  his  funds'  disclosure  documents  im- 
pose no  legal  obligation  to  obey  the  com- 
puter The  fine  jjiint  must  read  that  way, 
his  partners  say,  so  that  Dennis  can  exit 
markets  quickly  in  the  event  of  war  or 
financial  meltdovm.  If  he  overruled  the 
computer  under  less  drastic  circum- 
stances, "We  would  close  our  accounts," 
says  Esther  Goodman  of  Kenmar  Hold- 
ings Inc.,  the  fijTO  that  reconciles  Dennis' 
computer  signals  with  his  trading  blotter 
on  behalf  of  customers.  Still,  foi'  in- 
vestors it's  a  matter  of  tinst  that  Den- 
nis, once  so  quick  to  shoot  fi-om  the  hip, 
will  keep  his  guns  bolstered  in  bad  times 
as  well  as  good. 

By  Greg  Bants  in  Chicago 


UNIONS 


LOOK  WHO'S 
PUSHING  PRODUCTIVITY 

Labor  is  embracing  partnerships  to  keep  companies  competitive 


David  W.  Groetsch  has  brought  in 
plenty  of  consultants  over  the  yeai's 
to  his  500-worker  unit  of  Aluminum 
Co.  of  Amenca,  which  makes  equipment 
for  the  packaging  industry.  As  the  divi- 
sion president,  he  has  tried  all  the 
trends,  from  quality  to  teams.  But  the 
union  as  consultant?  That  was  a  new 
one.  The  International  Association 
of  Machinists  (iam), 

rf'^lr:'"'"  The  unions' goal: 
kn™*'„/'t' m!  To  protect  workers' 
r  M^Ctir  jobs  and  win  more 
"toS  ag,.e«,  to  say  over  how  their 
gi.e  it  a  whirl.  He  oomDanies  are  run 

sent  thi-ee  managers  t 
from  Denver  to  join 
local  lAM  leaders  in  a  weeklong  coiu'se  at 
the  union's  school  in  Maryland.  There, 
they  leaiTied  how  to  set  up  a  laboi-man- 
agement  j)artnership  and  spur  produc- 
tivity— and  in  the  process  protect  jobs. 
Then,  as  any  consultant  would  do,  the 
IAM  sent  experts — free  of  charge — to 
Denver  to  help  union  leaders  and  man- 


agers  fi"om  manufacturing  to  marketin 
create  team  systems  and  joint  decisioi 
making  councils.  Relations  on  the  sho 
floor   have   ali'eady  improved,  say 
Groetsch,  although  he  doesn't  yet  hav 
hai"d  data  on  efficiency  gains.  "If  someon 
from  Andei'sen  Consulting  had  said:  "W 
can  improve  product  deliveiy,  customMhn 
satisfaction,  and  pi'ofitability — hire  me,' 
would  have  yawmed 
says  Groetsch.  "Bi 
when  the  union  waike 
in  and  said  all  that, 
got  my  attention." 

The  IAM  is  at  th 
forefront  of  a  revoh 
tionary  change  in  th 
way  unions  view  cooj 
eration  with  manag( 
ment.  After  decades 
suspicion  and  hostilit 
toward  company-sponsored  teams,  som 
unions  now  are  actively  embracing  par  : 
nerships  with  employers,  even  pushin 
the  trend  (table,  page  75).  The  goal: 
protect  workers'  jobs  and  pay  by  mal 
ing  their  employers  more  competitivi 
Unions  also  want  to  win  employee 
more  say  over  theii*  work  and  how  the 
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www.ericsson .  se/sys  terns/ gsni 
Fidelity  Investments 
www.hd-inv.com 
Flexilnternational  Software 

www.flexi.com 
Ford 

www.tord.com/ 
France  Telecom 

www.  trancetelecom .  com 


Fujitsu 

Mail  Boxes  Etc. 

RPS,  Inc. 

www.tu)iisu.com 

www.mbe.coni 

www.shiprps.com 

Fujitsu  PC  Corporation 

MCI 

SAP 

www.fiijitsu-pc.com 

www.nici.coni 

www.sap.com 

GE  Information  Services 

Mercedes-Benz 

SAS  Institute 

www.geis.com 

www.usa.niercedes-benz.com 

www.sas.com/ 

General  Motors 

Merrill  Lynch 

Charles  Schwab 

vAvw.gni.com 

www.nil.coni/ 

www.schwab.com 

Hewlett-Packard 

Microsoft 

Sharp 

www.hp.coni 

www.niicrosoh.com/ 

www.sharp-usa.com/ 

Hilton  Hotels 

Mississippi  Power 

Siemens 

www.hilton.com 

www.mspower.com/ecodev 

www.sieniens.coni 

Hitachi 

NCR 

Silicon  Graphics 

www.hitachi.com 

www.ncr.com 

www.sgi.com 

Honda 

Netcom  On-Line 

SkyTel 

www.honda.com 

Communication  Services 

www.skytel.com 

Hyatt  Hotels  Corporation 

www.netcom.com 

Sprint 

www.hyatt.com 

Norfolk  Southern 

www.sprint.coni 

Hyperion  Software 

www.nscorp.com 

Sun  Microsystems 

www.hysoft.com 

Northrop  Grumman 

www.sun.com 

IBM 

www.northgruni.com 

Sybase 

www.ibm.coni 

Novell 

www.sybase.com 

Imation 

www.novell.coni 

Symantec 

www.imation.com 

Okidata 

www.syniantec.com 

Informix 

www.okidata.com 

Texas  Instruments 

www.informix.com 

Open  Market 

www.ti.com 

Intel 

www.openmarket.com 

Toshiba  America 

www.inteLcom/ 

Oracle  Corporation 

Information  Systems 

International  Institute  for 

www.oracle.com 

computers.toshiba.com 

Management  Development 

Palm  Computing 

Toyota  Motors 

www.imd.ch/ 

A  division  of  U.S.  Robotics 

www.tovotacom 

ITT  Hartford 

www.usr.com/palni 

T.  Rowe  Price 

www.  i  1 1  h  a  r  tki  rd .  CO  ni 

PeopleSoft 

www.  t  ro  wep  r  i  ce .  CO  m 

Kingston  Technology 

www.peoplesoft.com 

Unisys 

www.kingston.coni/ 

The  Principal  Financial  Group 

www.imisvs.coni 

bw.htm 

www.principal.com 

United  Airlines 

Kinko's  Corporate 

Praxair 

www.ual.coni 

www.kinkos.com 

www.praxair.com 

UPS 

Lawson  Software 

PSINet 

www.ups.com 

www.  Lawso  n  .com 

www.psi.net/ 

U.S.  Robotics 

Lexus 

QUALCOMM 

www.usr.coni 

www.lexususa.coni 

www.qualcomm/com/cdnia/ 

U.S.  Web 

Lincoln-Mercury 

Raytheon 

www.usweb.coni 

www.hncolnmercury.com 

www.ravtheon.com 

The  Vanguard  Group 

Lotus 

Ricoh  Corporation 

www.  vanguard. com 

www.lottis.com 

www.ricoh.coni 

Visioneer 

Lucent  Technologies 

Republic  National  Bank 

www.visioneer.com 

www.lucent.coni 

www.rnb.coni 

Lufthansa 

Roberts  Express,  Inc. 

www.lufthansa-usa.com 

www.roberts.com 

lAlant  financial  software  solutions 
that  provide  faster  access  to 
information,  exploit  the  Internet, 
leverage  object  technology, 
and  adapt  to  relentless  change ... 
worldwide?  ^ 


Flexili"iierr"iatior^al  Software 

800-353-9492 
h  ttp://www.  flexi.  com 


The  Workplace 


companies  are  run.  "The  days  of  1950s- 
style  table-banging  aren't  gone  yet,  but 
that's  the  easy  way  for  union  leaders," 
says  Laborers'  President  Arthur  A. 
Coia,  whose  union  is  ac- 
tive in  such  ventures. 
"It's  a  lot  harder  to  ask: 
'Wliat  does  the  employ- 
er need  to  stay  compel 
itive'  with  union  wages, 
and  then  help  them  to 
achieve  it." 

WAGE  WARS.  Labor's 
new  attitude  marks  a 
shift  experts  have  been 
ui-ging  for  years.  By  de- 
veloping expertise  in 
new  work  systems, 
unions  have  a  chance  to  make  them- 
selves valuable  to  employers  battling 
today's  intense  global  and  domestic 
competition.  Partnerships  also  could 
help  to  dilute  the  antagonism  many  ex- 
ecutives feel  toward  unions.  In  Las  Ve- 
gas, for  instance,  the  Hotel  Employees 
&  Restaurant  Employees  Union  has 
forged  cooperative  relations  with  once 
hostile  big  hotels  by  wiping  out  cum- 
bersome work  rules.  Managers  now 
have  flexibility  to  schedule  extra  room 
cleanings  when  many  customers  show 


It ' \^^7  Amtriciin  Century  Services  Corp  , 
American  Cenfurv  Investment  Services,  Ir 


Radian  International  had  a  hard  time  finding 
trained  workers  for  a  lead-cleanup  project.  It 
wound  up  hiring  through  the  union 


Ir 


up  at  once,  for  example. 
"They  typify  what  the 
labor  leaders  of  tomor- 
I'ow  will  be,"  says 
Arthur  M.  Goldberg, 
the  head  of  Hilton  Ho- 
tels Coip.'s  gaming  unit, 
wliich  owjis  thi-ee  Vegas 
■asinos.  "They'll  tell  us 
-ome  of  our  problems 
before  we  even  realize 
them  and  work  to  solve  them." 

Still,  even  the  most  willing  unions 
continue  to  battle  over  traditional 
issues  such  as  wages.  Consider  the 
United  Steelworkers  (usw),  which  has 
an  extensive  partnership  with  Wlieel- 
ing-Pittsbm"gh  Steel  Corp.  that  includes 
a  board  seat.  Despite  the  ties,  it  has 
been  on  strike  since  October  over  pen- 
sions. "It's  perfectly  logical  for  labor 
and  management  to  cooperate  to  en- 
large the  pie  and  fight  over  how  to  split 
it  up,"  says  former  Labor  Secretary 


%9 
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Ray  Marshall,  who  is  the  usw's  repi  iftosi 
sentative  on  usx  Corp.'s  board. 

The  usw  made  the  first  national  piissa 
for  partnerships  in  1993,  when  it  c  Kiiif 
manded  that  major  steelmakers  des  ki 
nate  a  imion  boai'd  seat  and  set  up  ms 
agement/union  councils  at  all  levels 
the  company.  Steelmakers  were  sus  fe  st 
cious,  and  usx  vowed  not  to  give  uj  jJeami 
board  seat.  In  the  end,  all  but  Allegl  sitl 
ny  Teledyne  Inc.  gave  in.  Last  year,  t  flini 
union  won  similar  pacts  in  alumim  m 
and  is  pursuing  the  idea  wherever 
can.  "This  is  the  mode!  we  want  for  t 
whole  union,"  says  Roy  Murray,  t 
usw's  collective  bargaining  director. 

Today,  cooperation  in  steel  is  advaiBK 
ing  but  far  ft'om  complete.  After  yes  tSeve 
of  enmity,  some  managers  ai'en't  keen 
share  decision-making.  Others  don't  fi  siiy  wit 
the  need  if  business  is  thiiving.  At  US 
Fairfield  (Ala.)  plant,  the  unit  maki 
tubular  steel  faces  stiff  competition, 
managers  nurture  the  partnership,  h( 
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I'liMse  call  I-800-S45-7574 
for  d  prospectus  containing 
more  complete  information, 
including  charges  and 
expenses,  which  should  he 
read  before  investing, 
www.americancenturv  com 


g  to  spur  efficiency  and  quality  gains, 
at  on  the  flat-rolled  side,  where  de- 
and  is  strong,  managers  are  less  com- 
itted,  union  officials  say.  usx  declined 
comment. 

IE  PAYOFF.  The  lAM  has  opted  for  a 
ft-sell  approach,  marketing  itself  as  a 
source  for  employers.  Three  experts 

its  school  in  Hollywood,  Md.,  scour 
e  country  for  lAM  locals  and  companies 
illing  to  sign  on  to  high- 
irformance  training.  In- 
rested  parties,  such  as 
ose  at  the  Alcoa  plant, 
ke  a  weeklong  course 

the  school,  where  plant 
anager  and  local  union 
ficers  study  side  by 
le,  learning  everything 
3m  the  history  of  high- 
irformance  systems  to 
■w  accounting  methods 

measure  them. 
The  Laborers  takes  a 
Eferent  tack,  supplying 
illed  workers  to  com- 
mies as  they  need 
em.  Several  years  ago. 


ly  by  union  and  industry  officials,  also 
offers  to  supply  trained  union  workers. 
Contractors  pay  union  wages  for  those 
workers  but  use  the  service  only  when 
they  v^ash;  even  nonunion  companies  are 
eligible.  This  is  a  huge  shift  for  con- 
struction unions,  which  typically  consid- 
er nonunion  contractors  the  enemy.  The 
payoff:  The  union  gets  more  jobs  for 
its  members  even  if  it  can't  win  election 


COOPERATION:  UNIONS  TAKE  THE  INITIATIVE 

After  years  of  skepticism,  some  unions  are  now  advocating 
partnerships  with  management.  A  few  examples: 

AFL-CIO  Started  a  Center  for  Workplace  Democracy  to  help  unions 
develop  expertise  to  get  more  involved  in  managerial  decisions.  j-j^g  '  a  "temp 


LABORERS  Set  up  a  foundation  with  contractors  to  train  con- 
struction workers  in  specialized  skills.  Markets  and  supplies 
workers  to  union  and  nonunion  firms. 

MACHINISTS  Runs  weeklong  courses  for  plant  managers  and 
local  union  leaders  on  high-performance  work  systems  in  its 
Maryland  school.  Sends  union  consultants  to  plant  to  help  set  up 
teams  to  lift  productivity. 

NEEDLE  TRADES  Formed  an  extensive  partnership  with  Levi 


battles  against  nonunion  contractors. 

The  program  has  paid  off  for  con- 
tractors, too.  Radian  International,  an 
environmental  cleanup  joint  venture 
between  Dow  Chemical  and  Hartford 
Steam  Boiler  Inspection  &  Insurance, 
was  having  a  difficult  time  finding 
workers  with  the  extensive  training 
required  for  a  new  contract  to  clean 
up  lead  on  an  Environmental  Protec- 
tion Agency  Superfund 
site  in  Missouri.  They  fi- 
nally hired  through  the 
Laborers'  foundation. 
"We  can't  always  find 
qualified  people  in  this 
field,  so  the  union  acts 
service," 
says  Timothy  J.  Mains,  a 
Radian  lawyer. 

AFL-CIO  President  John 
J.  Sweeney  is  prodding 
unions  into  more  aggi'es- 
sive  recruitment,  trigger- 
ing clashes  with  employ- 
ers. Labor's  new  stance 
on  cooperation  will  not 
change  that.  But  employ- 


set  up  a  foundation     StrA^A^^.^  ?^L^°5!^.-3[^5'.'^6_^_P^    ers   might'  feel  better 


intly  with  contractors 
provide  bid  specifica- 
)ns  on  construction 
ojects  nationwide.  The 
tmdation,  staffed  equal- 


STEELWORKERS  Persuaded  major  steelmakers  to  appoint 
union-designated  board  members.  Trains  union  leaders  in  busi- 
ness skills  so  they  can  sit  on  union/management  councils. 

DATA:  BUSINESS  WEEK 


knowing  that  competi- 
tiveness is  also  on  labor's 
agenda. 

By  Aaron  Benistein  in 
Washington 


Help  me,  I'm  working  and  I  can't  get  up!  The  more  you  make,  the  more  they 
take.  Everybody  gets  theirs  and  you  get  what's  left.  Will  it  be  enough  for  a 
comfortable  retirement?  You've  made  some  investments,  but  now  you  may 
not  feel  quite  as  good  about  them.  And  does  anyone  need  to  ask  how  you  feel 
about  Social  Security?  Perhaps  you  should  consider  something  that  could 
give  you  a  little  more  confidence.  May  we  lend  you  a  hand?  You  will  find  a 
wide  range  of  investment  opportunities  at  American  Century  to  help  you 
meet  your  future  needs.  We  have  over  sixty  mutual  funds  organized  to 
diversify  your  portfolio.  To  help  get  you  up  and  keep  you  ahead.  More  than 
two  million  people  trust  us  to  manage  their  money-nearly  $54  billion,  and 
climbing.  They  seem  to  like  our  approach  to  investing.  It's  a  little  different 
from  most  others.  Our  funds  are  managed  by  teams.  Instead  of  individuals. 
We  think  that  allows  us  to  make  better  and  more  consistent  decisions.  We 
also  weigh  our  independent  research  against  market  trends.  To  see  if  they  are 
right.  Independent  thinking.  It  can  make  the  difference  between  winning 

American 

and  losing.  Invest  in  our  thinking.  It  could  give  you  a  new  outlook.  CENTURY. 


ZOOMING  DOWN  TH 


Remember  all  that  talk  a  few  years  ago  about  the  In- 
formation Superhighway?  Offices  and  homes  across 
the  country  were  supposed  to  be  transformed  by 
])()weiful  new  communications  technologies  that  would 
deliver  two-way  video,  online  games,  home  shopping, 
even  the  choice  of  working  from  the  beaches  or  the  ski 
slopes — all  conducted  via  snazzy  new  digital  devices.  Instead, 
after  a  few  limited  experiments  by  Time  Warner  Cable,  U  S 
West,  and  Bell  Atlantic,  the  telephone  and  entertainment 
companies  decided  that  these  high-tech  roadways  were  just 
too  expensive  to  build — and  a  hard  sell  to  their  cost-con- 
scious consumei's. 

Even  the  Telecommunications  Reform  Act  of  1996,  meant 
to  remove  many  of  the  regulatory  bai'i'iers  that  made  it 
tough  for  telecom  companies  to  invest  in  the  I-way,  has 
made  little  difference.  Fourteen  months  after  President 
Clinton  signed  the  law,  the  nation's  phone  and  cable-TV  com- 
panies are  still  fighting  yesterday's  battles,  bent  on  invading 
each  other's  turf  by  leasing  and  reselling  existing 
local  and  long-distance  service. 

But  outside  the  boardrooms  of  tele- 
com's giants,  innovation  is  sweeping 
the  wired  and  wireless  world — bub- 
bling up  from  the  bottom.  Hundreds 
of  alternative  carriers  and  nimble 
startups  are  leaping  head-first  into 
the  newly  deregulated  environment. 
Pioneers  such  as  Wildfii'e  Commu- 
nications, Lucent  Technologies,  Di- 
alogic, and  VDonet  are  the  new 
names  to  watch. 

JUGGLING.  Their  holy  gi-ail:  to  unite 
PCs,  phone.  E-mail,  fax,  and  video  into  a 
seamless  fabiic.  They  are  designing  soft- 
ware that  sends  phone  calls  around  the 
woi'ld  on  the  Intei'net  so  cheaply  it's  like  dialing 
your  cousin  across  town.  And  they're  offering  high-quality 
videoconferencing  systems  that  make  it  as  easy  to  do  a  meet- 
ing on  top  of  a  mountain  as  in  the  company  cafeteria.  "Last 
year  was  Year  1  of  a  15-year  revolution,"  says  Joseph  S. 
Ki'aemer,  a  vice-president  at  consulting  group  A.  T.  Kear- 
ney in  Rosslyn,  Va.  "We're  about  to  jam  the  equivalent  of  the 
100-year  Industrial  Revolution  into  the  next  15  years." 

Unlike  the  oiiginal  I-way  visions,  this  revolution  is  starting 
at  the  office,  not  the  home.  The  standard-bearers  are  such  in- 
novative outfits  as  Pi-ecision  Response  Corp.,  a  Miami  com- 
pany that's 
something  of 
a  showcase 
for  the  merg- 
er of  comput- 

ei's  and  phones.  Precision  Response  handles  customer  senice 
for  02  clients,  including  Taco  Bell,  Ryder  System,  and  Biitish 
Ail-ways.  To  manage  the  150,000  to  '200,000  calls  it  gets  each 
da  •,  Precision  has  toll-free  lines  dedicated  to  each  client  and 
linked  to  PCS  that  pull  up  data  about  a  given  company  in  just 
milliseconds.  Intelligent  phone  switches  steer  calls  to  cu.'^- 
tomer-service  reps  best  equipped  to  handle  each  problem. 

With  such  a  setup,  juggling  becomes  a  snap.  While  a  cus- 
tomer-service rep  is  still  on  the  line  soothing  an  upset  Taco 
Bell  customer,  for  instance,  an  E-mail  message  is  immediately 


sent  to  the  manager  of  the  problem  restaiu'ant,  with  copies  tc 
the  zone  and  corporate  managers.  The  system  also  generatesi 
a  comixiteiized  letter  to  the  customer  and  later  alerts  the  rep 
to  make  a  courtesy  callback.  "We  have  so  much  horsepowei'^ 
that  with  the  right  software  we  can  deliver  better  customei' 
care  and  achieve  some  things  we  didn't  think  we  could  do,' 
says  Precision  President  David  Epstein. 


Special  Report 
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Alternative  carriers  and  nimble  startups 
have  united  PCs,  E-mail,  fax,  and  video 


The  white  line  dividing  computers  and  telephones,  voice 
and  data,  is  blurring  at  last.  Why  now?  Because  of  a  conflu- 
ence of  technology  and  demand — driven,  to  a  huge  degTee,  by 
the  Internet  phenomenon.  Building  on  the  union  of  data  net- 
woi'ks  and  computers,  the  Internet  has  become  the  new 
global  communications  infrastructure  for  businesses.  With 
its  standard  interfaces  and  low  rates,  "the  Intei'net  has  been 
the  gi'eat  leveler  for  cominunications — the  way  the  PC  was  for 
computing,"  says  analyst  Vii-ginia  Brooks  of  Aberdeen  Gi'oup 
Inc.,  a  Boston  consulting  fii'm. 

Companies  that  spent  millions  of  dollars  constructing  their 
own  private  data  networks  and  complex  electronic  data  in- 
terchange systems  in  the  1980s  are  shifting  over  to  the  Web. 
General  Electric  Co.,  for  example,  had  invested  heavily  over 


the  past  decade  in  proprietaiy  networks  to  do  business  with 
suppliers  and  contractors.  But  a  switch  to  a  Web-based  elec- 
tronic commerce  system  called  the  Ti-ading  Pi'ocess  Network 
is  saving  CE  miUions  of  dollars  a  year  Now,  (  iE  is  opening  the 
network,  which  brings  together  buyers  and  suppliers  of 
eveiything  fi'om  macliineiy  to  stationeiy,  to  outside  companies 
for  trading  with  each  other.  A  bonus  for  ge:  It  will  collect  a 
transaction  fee  on  every  purchase  made. 

The  Internet  is  also  giving  rise  to  new  products  that  could 
undermine  ti-aditional  phone  services.  The  one  that  sends 
shivers  down  the  spines  of  telecom  execs:  software  that  lets 
you  place  phone  calls  over  the  Net.  Cybersurfers  figured 
out  early  on  that,  for  the  price  of  a  local  call  to  their  Internet 
service  provider,  they  could  dial  around  the  world  to  anyone 
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else  hooked  up  to  the  Net.  All  it 
takes  is  a  PC  equipped  with  a  mi- 
crophone, sound  card,  and 
special  software. 

Today,  most  Net  phone 
callers  are  PC  hobbyists. 
For  everyone  else,  the 
quality  of  these  calls  is 
usually  too  inferior  to  the 
public  phone  network. 
But  that  could  soon  change. 
VocalTec  Ltd.  in  Northvale, 
N.  J.,  the  leading  maker  of  In- 
ternet telephony  products,  re- 
cently broadened  the  appeal  by  in 
troducing  gateways  that  connect  the  Internet  to 
standard  phone  systems — allowing  PC  users  to  call  non-PC 
users  on  their  phones  and  vice  versa.  The  coinpany  walks  its 
talk:  ChaiiTnan  Elon  Ganor  says  VocalTec  saves  $10,000  a 
month  on  phone  bills  between  its  Israeli  and  New  Jersey  of- 
fices by  routing  them  over  the  Web. 

THREATS  LOOM.  Such  savings  can  more  than  offset  the  poor 
quality  of  Net  calls — an  issue  that  disappears  anyway  in 
the  case  of  data  transmission.  Just  ask  TeleChoice  Inc.,  a 
Verona  (N.J.)  telecom  consulting  firm  that  used  to  swap  E- 
mail  messages  and  database  updates  between  its  five  U.  S.  of- 
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fices  by  dialing  directly.  No 
it's  done  across  the  Ne 
"A  $500-a-month  remot 
access  bill  from  Mail 
to  New  Jersey  ju; 
went  away,  literal! 
overnight,"  says  Dani 
D.  Briere,  president  ' 
the  company. 
The  Internet  is  nc 
the  only  threat  to  tl 
telephone  companies, 
slew  of  startups  are  findin 
ways  to  eat  into  tradition; 
telephone  usage.  Take  FaxNet,  ; 
Boston  outfit  that  launched  a  long-distance  phor 
service  in  early  1996,  tailored  to  fax  traffic.  Its  Never  Bus 
Fax  capability  ensures  you  won't  miss  an  incoming  fax  eve 
if  your  own  machine  is  tied  up.  FaxNet  diverts  the  trans 
mission  to  its  own  computers  and  then  relays  it  when  yoi; 
machine  becomes  free. 

Sounds  elementary,  but  such  a  service  can  be  a  busine^ 
saver.  At  Vimac,  a  Boston  venture-capital  firni  and  FaxNet  ii 
vestor,  a  construction  accident  wiped  out  phone  service  fc 
two  days  last  November — right  in  the  midst  of  closing 
$1.5  million  deal.  When  the  phones  were  restored,  FaxNe 
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local  area  network,  and  you  find  s 
ing  intercity  and  transnational  ph 
and  data  links  hungiy  for  more  sjmij' 
Companies  such  as  at&t,  Federal 
press,  and  Texas  Instruments  havBLiiilie 
ready  spent  millions  on  ATM  to  be  st'ss 
their  wide-area  networks.  By  200( 
diets  Dataquest,  such  demand  wil  IBiit' 
to  well  over  $1.5  billion. 

By  then,  wide-area  customers  \^a.iii  S 
have  several  appealing  choices.  N 
er  than  15  companies  and  individu 
have  asked  the  Federal  Communi^,iie 
tions  Commission  for  licenses  to  c 
the  planet  with  satellites — half  of 
hoping  to  offer  broadband  service! 


In  the  corporate  world,  you  can  never 
have  too  much  bandwidth — the  lines 
and  switches  that  transport  all  your 
voice  and  data  communications.  The 
more  bits  you  push  down  the  network, 
the  more  PCS  you  tie  in,  the  slower  the 
traffic  moves.  Add  in  fiill-motion  video, 
and  most  office  networks  choke. 

None  of  this  is  news  to  networking 
companies.  Bay  Networks  Inc.,  3Com 
Corp.,  and  their  ilk  began  rejiggering 
the  dominant  office  network  standard, 
Ethernet,  three  years  ago  to  gain 
speed.  Almost  overnight,  they  delivered 
a  minor  mii'acle  called  Fast  Ethernet 
that  lets  office  workers  zip  data  around 
at  100  megabits  per  second  (mbps) — a 
tenfold  increase  ovei'  the  old  standard. 
DEAD  DUCK?  Now,  the  same  network  gi- 
ants, plus  Cisco  Systems,  Compaq,  Sun 
Microsystems,  and  a  host  of  startups, 
are  I'atcheting  up  again.  Their  goal:  giga- 
bit Ethernets  that  can  move  data  around 
the  workplace  at  speeds  of  up  to  1  bil- 
lion bits  per  second.  The  fii'st  switches 
will  be  available  toward  yearend  and 
could  cost  as  little  as  $1,600  per  dedicat- 
ed line,  says  Dataquest  Inc.  chief  analyst 
Don  Miller.  He  predicts  that  the  global 
market  for'  such  switches  could  swell  to 
$2.9  billion  by  2000.  In  the  network 
world,  "there's  never  a  boring  minute," 
Miller  says  with  a  chuckle. 

Not  all  manufacturers  find  it  so  amus- 
ing. For  the  past  decade,  network  ven- 
dors large  and  small  have  sweated  to 


create  a  standard  called  asynchi-onous 
transfer  mode  (atm).  It's  an  elegant  but 
expensive  combination  of  switching  and 
transmission  equipment  that  mixes 
voice,  video,  and  data  packets  and 
speeds  them  over  optical  fiber,  atm 
peaks  out  at  about  622  mbps — six  times 
the  speed  of  fast  Ethernets.  But  gigabit 
Ethernet  will  beat  atm  into  most  offices, 
argues  Brendan  Hannigan,  an  analyst 
with  Forrester  Research  Inc.  in  Cam- 
bridge, Mass.,  in  a  new  report,  "atm  to 
the  desktop  is  dead  as  a  duck,"  he  says. 

Fortunately  for  the  ATM  camp,  the 
networked  universe  is  vast — and  des- 
perate for  bandwidth.  Step  outside  the 

FIVE  WAYS  TO  BREAK 
UP  DATA  LOGJAMS 

CABLE  MODEMS  Sleek  black  box- 
es that  link  PCs  to  TV  cables,  let- 
ting home  Web  surfers  download 
information  from  the  Internet  at  up 
to  40  million  bits  per  second 
(mbps).  TCI,  Time  Warner,  and  oth- 
ers are  conducting  trials,  but  it  will 
take  another  two  years  tc  iron  out 
the  bugs. 

DSL  The  Baby  Bells'  answer  to 
cable  modems.  These  "digital  sub- 
scriber line"  technologies  boost  the 
data  transmission  speed  of  old- 


tolie 


fashioned  copper  wires  to  as  m 
as  9  mbps.  BellSouth,  Bell 
Atlantic,  and  MCI  are  in  field  tr 
with  commercial  service  expect 
in  1998. 


BROADBAND  SATELLITE  Sche 
to  beam  down  high-speed  Intern 
access  from  satellites  have  been 
hatched  by  a  diverse  crew,  inclu 
Hughes  Communications,  Space 
Systems/Loral,  and  Teledesic,  a 
venture  backed  by  Craig  McCaw 
Bill  Gates.  Speeds  could  eventua 
exceed  1  gigabit — but  don't  hold 
your  breath.  Most  won't  be  ready 
before  2001. 
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started  spitting  out  all  the  faxes  stored  during  the  outage. 
"The  service  is  worth  far  more  than  the  $30  to  $40  per 
month  we  pay  for  it,"  says  Vimac  Managing  Director  Robert 
C.  Roeper. 

Low  prices,  such  as  the  fees  that  are  charged  by  FaxNet, 
are  a  hallmark  of  the  new  telecom  age.  By  maiTying  tele- 
phony with  low-cost  PCS,  a  slew  of  new  products  are  now  af- 
fordable for  small  fiy  as  well  as  corporate  titans.  Small-office 
phone  systems  from  companies  such  as  Inter-Tel,  Voysys, 
and  Dash  cost  less  than  $10,000  and  offer  voice-mail  and 
call-queuing  capabilities  that  cost  three  times  that  a  few 
years  ago. 

OVERLOAD.  The  same  can  be  said  for  a  new  buzzword  of 
the  digerati:  cti,  for  computer-telephony  integration.  CTi 
started  out  as  a  high-end  technology  used  in  call  centers 
run  by  direct  marketers  or  service  companies,  such  as  Pre- 
cision Response.  Systems  typically  included  automated  call- 
routing,  interactive  voice  response  systems,  and  "screen 
pops"  that  display  information  about  the  caller 

Several  years  ago,  Microsoft  Corp.  and  Novell  Inc.  tried 
biinging  this  technology  to  any  old  desktop  by  creating  com- 
peting standards  for  connecting  phone  systems  to  PC  net- 
works. The  promise:  Desktop  cti  would  let  users  place,  re- 
ceive, and  manage  phone  calls  through  their  PCs.  And  they 
could  receive  faxes.  E-mail,  and  voice  mail  in  a  single  box  on 
their  screen.  But  the  products,  tapi  and  tsapi,  went  nowhere. 


The  two  companies  couldn't  find  resellers  that  understood 
both  the  telecom  and  computing  needs  of  corporate  cus- 
tomers, and  there  wasn't  much  telecom  equipment  that  sup- 
ported the  software. 

Now,  a  wave  of  products  built  on  tapi  and  tsapi  that 
works  with  standai'd  telecom  equipment  is  hitting  the  market. 
Coresoft  Technologies  Inc.  in  Orem,  Utah,  has  just  released  a 
$4,000  software  package  called  CenterPoint  that  offers  all 
the  CTI  bells  and  whistles  but  runs  on  Windows  95,  NT,  and 
Novell's  Netware  systems.  One  neat  trick:  Users  can  select  a 
handful  of  names  from  a  database  and  command  the  phone 
switch  to  set  up  a  conference  call  with  all  of  them.  "The 
convergence  between 
computers  and  tele- 
phony is  really  hap- 
pening at  last,"  says 
Coresoft  President  Dan  L.  Garrison. 

For  proof,  take  a  look  at  a  technology  aimed  at  people  suf- 
fering from  message  overload:  unified  messaging  systems 
that  route  voice  mail.  E-mail,  and  faxes  to  a  single  electron- 
ic in-box.  This  concept  is  a  no-brainer  for  people  who  have 
spent  half  the  morning  checking  messages  on  their  phone, 
their  pc,  and  the  fax  down  the  hall.  Lucent  Technologies 
and  Octel  Communications,  among  others,  sell  unified  mes- 
saging systems  that  route  all  messages  to  staffers'  PCs  via  the 
corporate  data  network.  Cliff  Roper,  voice  and  video  ser- 
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est  plan  comes  from  Teledesic 
,  backed  by  cell-phone  billionaire 
■  McCaw  and  Microsoft  Corp.'s 
im  H.  Gates  III.  They  want  to  put 
atellites  in  orbit  435  miles  up,  at  a 
)f  about  $9  billion,  and  start  ser- 
iround  2002. 

it  flies,  Teledesic  will  offer  a  big 
f.  Linked  by  a  receiver  dish  to 
esic's  satelhte  ring,  top-paying  cus- 
"s  vdll  get  up  to  1.2  gigabits  per 
d.  But  Teledesic  must  fight  it  out 
such  giants  as  Hughes  Communi- 
>s  and  Space  Systems/Loral,  which 
:t  to  be  spacebound  first, 
w  \vill  all  this  bandwidth  change 
atui'e  of  work?  For  one  thing,  it 
an  end  to  aggravating  network 
s.  What's  more,  high  bandwidth 
s  work  more  portable.  By  the  time 

A  superfast  switching  technology 
d  asynchronous  transfer  mode  is 
dy  boosting  capacity  on  long-dis- 
5  phone  and  data  links.  Propo- 
5  say  the  technology,  which  runs 
)  622  mbps,  could  do  wonders 
rowded  office  networks  as  well. 
;ompanies  would  have  to  scrap 

existing  networks. 

^BIT  ETHERNET  As  the  name 
ests,  these  powerful  office  network 
:hes  will  handle  a  billion  bits  per 
nd,  posing  a  big  challenge  to  ATM. 
3  companies- will  start  installing  them 
this  year.  But  the  switches  will  not  be 
p  in  the  early  days  and  will  require  a  lot  of 
:  fiber  to  run. 


offices  start  installing  gigabit  Ether- 
nets, telecommuters  will  get  a  quantum 
boost  in  Internet  access  speeds  at 
home.  Fast  modems  wall  finally  take  ad- 
vantage of  the  thick  coaxial  TV  cable 
that  already  snakes  into  65  million 
homes.  These  modems,  installed  by  the 
likes  of  Time  Warner  Inc.  and  Tele- 
Communications  Inc.,  promise  Internet 
download  speeds  of  40  mbps — 
many  times  what  most 
office  workers  can 
get  today. 

Not  to  be  out- 
done, MCI  Com- 
munications, Bell 
Atlantic,  Bell- 
South, and  other 
phone  com 
panies 


are  testing  a  high-speed  transmission 
technology  for  public  networks  known 
as  digital  subscriber  line,  dsl  uses  pow- 
eiful  chips  to  compress  voice,  video,  and 
data  and  then  speed  it  over  ordinary 
copper  phone  wire.  In  field  tests,  dsl 
has  hit  9  mbps — slower  than  cable 
modems  but  nothing  to  snicker  at. 
BellSouth  says  dsl  modems,  hke  cable 
modems,  will  cost  about  $350.  MCi  is 
testing  one  version  of  dsl 
at  a  niral  Iowa  school. 
It  plans  to  begin  ser- 
vice to  homes  and 
small  businesses 
in  August.  Home 
Web  surfers  will 
be  pleased  by  the 
fast  access  speeds. 
More  important  to 
Corpoi'ate  America, 
cable  and  dsl  modems 
will  let  home  workers  log  on 
to  their  corporate  networ-ks  and 
zoom  thr'ough  work  as  quickly  as 
they  could  at  the  office. 

Not  that  ther-e  won't  be  speed 
bumps.  Winn  Stephenson,  vice- 
president  for  network  computing 
at  Federal  Express  Corp.,  points 
out  that  companies  installing  giga- 
bit Ethernets  will  need  more  pow- 
erful servers  and  fiber-optic  fines  to 
take  advantage  of  the  speed.  "You'd 
better  have  a  lot  of  fiber  on  the  wide- 
ar'ea  network,"  he  cautions — and  a  lot 
of  money  to  pay  for  all  the  upgrades. 
Given  Corporate  America's  appetite  for 
bandwidth,  that  shouldn't  be  a  problem. 

By  Neil  Gross  in  New  York 
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vices  manager  at  Tektronix  Inc.,  figures  his  company 
will  save  $400,000  over  five  years  using  Lucent's 
Intuity  system  instead  of  an  outside  service.  An 
added  bonus:  By  scattering  nine  Intuity  server 
around  the  countiy.  Roper  is  cutting  out  $10,000 
a  month  in  long-distance  charges  from  employ- 
ees calling  in  to  get  their  messages. 

Digital  Sound  Corp.,  in  Carpinteria,  Calif'., 
has  developed  a  similai-  system  for  use  on  the 

public 
phone 
netwoi'k. 
Now  being- 
tested  in  Seattle  by  (;te  Corp.,  this  unified  message 
service  for  the  home  would  cost  about  $20  a  month. 
"There's  huge  pent-up  demand  for  this  in  the  small-office 
and  home-office  market,"  says  Dennis  L.  Bordelon,  a 
Digital  Sound  product  manager. 

Wireless  callers  need  not  feel  left  out  of  the  com- 
puter-telephone nexus.  Pacific  Bell  is  testing  a  sophis- 
ticated messaging  sei-vice  on  300  wireless-phone  customers  in 
San  Diego.  Developed  by  Boston's  Wildfire  Communications 
Inc.,  its  "electronic  assistant"  answei-s  incoming  phone  calls, 
screens  them,  and  automatically  routes  them  to  wherever  you 
are — a  conference  room,  your  home  office,  or  your  car.  Most 
of  the  features  are  controlled  through  spoken  commands,  so 
vou  don't  have  to  take  your  hands  off  the  wheel. 


Such  a  system  is  a  go- 
■^end  for  short-staffed  o- 
erations.  Don  Blanto, 
owner  of  multimedi 
production  compai- 
The  Wow  Factor  \ 
West  Hollywood,  Cali; 
has  no  secretary  at 
relies  on  Wildfire  !■ 
track  him  down  wht: 
clients  call.  "I  have  to  H 
reachable,"  he  says.  "If  I'f 
not,  I'm  out  of  a  job  til 
next  day."  The  Wildfire  se 
vice  costs  Blanton  about  tl; 
same  as  his  monthly  cellular  bi; 
but  if  it  spares  him  losing  a  singj 
deal,  it  pays  for  itself,  he  says.  ' 
Foi-  a  richer  media  experience,  many  companies  aiji 
latching  on  to  desktop  videoconferencing  products  fi'om  Intel,  (' 
Phone,  and  VDOnet,  among  others.  Using  pes  rigged  up  wit 
tiny  cameras  and  video  boards,  workers  fi-om  Tokyo  to  T^com 
can  hold  live  conferences  routed  over  a  phone  line  or  the  Ii 
temet.  lliese  products  cost  just  one-tenth  as  much  as  room-si^ 
videoconfei-encing  systems,  says  Jeremy  Goldstein,  president  c 
PicturePhone  Direct  Inc.  in  Rochestei;  N.  Y.,  an  integrator  ( 
videoconferencing  equipment.  Credit  cheaper  computer  pow€ 
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ROCKY  MOUNTAIN  HIGH  TECH 


To  cheek  out  the  action  in  telecom 
technology,  go  west.  At  Col- 
orado's Vail  Ski  Resort,  worka- 
holics can  schuss  over  to  the  nation's 
fii'st  mountaintop  business-communi- 
cations center,  opened  by  Sprint 
Corp.  in  January.  Sprint  ceo  William 
T.  Esrey  has  a  house  nearby 
and  proposed  the  center  to 
Vail's  owners  because  he 
found  it  difficult  doing  busi- 
ness over  a  pay  phone.  The 
center,  located  in  a  I'estaurant 
and  free  to  all  comers,  is 
equipped  with  a  videoconfer- 
encing room,  a  stock-quote 
terminal,  and  personal  com- 
puters linked  to  the  Internet 
via  superfast  Tl  digital  phone 
lines.  Or  visitoi-s  can  plug  in 
their  own  pes.  Don't  laugh. 
Every  week,  at  least  one  ski- 
er ari'ives  with  laptop  in  tow. 
TOP  TIER.  Colorado  may  be 
one  of  the  most  wired  states. 
In  the  past  five  years,  the 
Denver-Boulder  region  has 
given  birth  to  hundreds  of  startups 
specializing  in  communications  tech- 
nology. The  number  of  tech  compa- 
nies jumped  from  2,171  in  1992  to 
8,087  in  1995,  according  to  the  Col- 
orado Labor  Dept.  The  state  ranks 
third  in  high-tech  jobs  as  a  share  of 
total  employment:  Only  California 


and  Texas  are  higher.  Venture  capi- 
talists say  the  biggest  concentration 
is  in  telecom.  "We  are  seeing  some  of 
the  best  and  brightest  minds  in  com- 
munications here,"  says  Adam  Gold- 
man, a  partner  in  Denver's  Centenni- 
al Funds,  a  venture-capital  firm. 


SKIER  WITH  LAPTOP:  Sprint  helps  Vail  keep  in  touch 


It  all  started  with  cable  TV.  Col- 
orado is  home  to  cable  giant  Tele- 
Communications  (T('i),  as  well  as 
Jones  Inteix-able,  Dii'ecTV,  and  Echo- 
Star Communications.  "TCI  drew  a  lot 
of  other  companies  here,"  says 
William  J.  Maxwell,  president  of  ICG 
Communications  Inc.,  an  Englewood- 


based  alternative  local-service  pro- 
vider. The  state  also  boasts  a  top  tele- 
com engineering  progi-am  at  the  Uni- 
versity of  Colorado  at  Boulder,  and 
it's  the  only  spot  in  the  U.  S.  where 
satellite  transmissions  can  be  bumped 
directly  to  Asia  and  Europe. 

The  startups  cover  a  wide 
swath.  Mercury  Mail  in  Den- 
ver delivers  E-mail  for  corpo- 
rations, Englewood's  Logo- 
tronix  Communications  makes 
international  callback  switches. 
Wireless  Telecom  in  Aurora 
designs  wireless  data  services, 
and  Freshwater  Software  in 
Boulder  sells  Web-manage- 
ment tools. 

Not  all  the  newbies  are  ob- 
scure. Qwest  Communications 
Corp.  in  Denver  got  a  lot  of 
attention  in  December  when  it 
hii'ed  a  new  ceo — Joseph  P. 
Nacchio,  ex-head  of  AT&T's  $26 
billion  consumer  calling  busi- 
ness. Qwest  is  building  a  high- 
speed long  distance  network 
primarily  for  data.  Denver,  says  Nac- 
chio, "is  at  the  crossroads  of  a  lot  of 
the  action"  in  the  telecom  industiy. 
It  doesn't  hurt,  adds  the  Brooklyn 
(N.  Y.)  native,  "that  there's  a  gi-eat 
quality  of  life  out  there."  Or  that  you 
can  work  from  a  ski  resort. 

Bij  Cuthernie  Arnst  in  Denver 


id  the  wide  availability  of  digital  phone 
rvice.  "In  five  years,  videoconfer- 
icing  will  be  as  common  as  faxing 
today,"  Goldstein  says. 
But  to  get  to  that  point,  com- 
mies will  have  to  beef  up  the 
indwidth  of  theii-  networks.  One 
lution  is  a  digital  service  called 
ame  relay,  that  speeds  data 
ickets  by  zooming  past  check- 
lints  required  in  old  analog  phone 
les — "like  a  diplomat  in  a  limo  go- 
g  through  red  lights,"  says  Tele- 
[loice's  Briere.  Datapi'o  analyst  Michael 
.  Smith  estimates  the  market  for  frame  re- 
y  services  will  gi'ow  from  $2.5  billion  this  year  to 
i.3  billion  in  1999. 

iTTER  MOUSETRAPS.  Many  companies  are  e.xperi- 
enting  with  an  emerging  networking  technology 
illed  asynchronous  transfer  mode,  or  ATM  (page  78).  Origi- 
lUy  developed  by  Bell  Laboratories  for  high-speed  voice 
jtworks,  ATM  has  now  been  adapted  for  data  applications, 
he  appeal:  Compared  with  modems,  which  top  out  at  56 
lobits  per  second,  or  today's  fastest  digital  trunk  lines, 
hich  hit  45  megabits  per  second,  ATM  carries  data  at  blind- 
g  speeds  starting  at  155  mbps. 

The  abihty  to  move  that  much  data  is  ah'eady  creating  bet- 


ter mousetraps.  The  Defense  Dept.  used  a  fiber- 
optic ATM  network  between  the  U.  S.  and 
Germany  to  i-elay  high-resolution  images  of 
Bosnian  teirain,  allowing  pilots  to  practice 
reconnaissance  missions  in  simulatoi-s  before 
taking  to  their  planes.  The  Mayo  Clinic  in 
Rochester,  Minn.,  uses  an  ATM  backbone 
for  "tele-medicine" — doctors  can  videocon- 
ference  with  patients  in  a  cMkb-en's  clinic  in 
Scottsdale,  Aiiz.  And  the  Ameiican  Petro- 
leum Institute  is  using  ATM  over  satelhtes  to 
transport  di-illing-site  data  collected  by  sliips  at 
sea  instead  of  waiting  until  the  ships  return  to 
port.  Analysts  estimate  that  slicing  a  month  off  the 
time  it  takes  to  analyze  a  chilling  site  could  save  $200,000. 
Best  of  all,  atm  switches  are  moving  quickly  into  the  pub- 
lic phone  network,  which  will  pump  up  the  speed  of  the 
global  communication 
network.  Join  those 
fast  links  with  im- 
proved local  connec- 

tion  speeds — via  emerging  technologies  like  adsl  and  cable 
modems — and  all  these  whiz-bang  new  office  technologies 
will  trickle  down  to  the  home,  just  as  PCs  did.  That's  when 
you  may  finally  see  an  Infobahn  for  the  rest  of  us. 

By  Andy  Reinhardt  in  San  Francisco,  with  Peter  Elstrom 
in  Chicago,  Paul  Judge  in  Rostov,  and  bureau  reports 
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EVERYTHING'S  UP  TO  DATE  IN  HELSINKI 


On  a  blusteiy  winter  day 
in  Helsinki,  Finnish  tele- 
com experts  are  racing 
to  wire  the  most  technologi- 
cally advanced  sports  arena 
in  the  world.  Every  nook  and 
cranny  at  the  $60  million 
Hartwall  Arena  is  rigged  for 
high-speed  communications, 
including  dozens  of  "smart 
seats"  equipped  vdth  155- 
megabit  Internet  connections 
and  concession  stands  that 
won't  accept  real  money,  only 
electronic  cash  cards. 

Wliile  the  rest  of  the  world 
tinkers  and  putters,  Finland 
has  infused  cutting-edge  tele- 
com technology  into  every  LOOK 
corner  of  its  economy.  This 
country  of  5  million  people  has  the 
highest  penetration  of  wireless 
phones  in  the  world — 30%,  vs.  17% 
in  the  U.  S. — and  the  highest  rate  of 
Internet  usage,  6%.  Its  phone  net- 
work is  100%  digital,  and  a  steady 
stream  of  new  services  are  tried 
here  fii'st,  from  wireless  Internet 
Webcasting  to  electronic  cash  sys- 
tems. "No  one  is  making  a  lot  of 
money  on  it,  but  everyone  is  in  the 
stream,"  says  Patti  Packalen,  ceo  of 
publisher  Aamulehti  Group. 

The  credit  goes  to  deregulation. 
Finland's  wide-open  phone  market  is 


MA,  NO  PC:  Web  surfing  via  co>h ruunica 


home  to  49  competitoi's — and  some  of 
the  lowest  calling  rates  in  the  world. 
Tantalized  by  cheap  technology, 
Finnish  businesses  are  gobbling  up 
new  technologies.  Helsinki  Telephone 
Co.  aims  to  help  forge  a  digital  econ- 
omy by  building  a  virtual-reality, 
three-dimensional  replica  of  Helsinki 
by  2000— accurate  to  within  10  to  20 
centimeters — that  anyone  could  use 
to  test  new  cyberservices. 

Finnish  entrepreneurs  are  already 
designing  21st  century  information 
services.  Web-development  company 
Digia  has  created  Web  sites  for  one 


of  Finland's  largest  power 
companies  that  make  it  possi- 
ble for  each  household  to 
monitor  electricity  costs  in 
l  eal  time.  Oulu-based  Elektro- 
bit  pioneered  a  technology  to 
use  wireless  phones  as  a  re- 
placement for  big,  complex  of- 
fice systems.  Helsinki  Media 
( 'o.'s  Startel  unit  delivers  fi- 
nancial info  to  Internet-con- 
nected mobile  phones  for  $40 
a  month.  And  kids  attending 
Llie  little  red  schoolhouse  in 
Ruskela  tap  into  high-speed 
wireless  networks  to  take  vir- 
tual visits  to  a  reindeer  farm 
in  Lapland. 

Business  execs  revel  in  the 
new  technology.  Telecom  Fin- 
land Chief  Financial  Officer  Kaj-Erik 
Relander  carries  a  cellular  phone/In- 
ternet communicator  that  he  says 
"makes  me  30%  more  efficient."  He 
uses  it  to  discreetly  type  a  message 
to  his  secretary  on  the  tiny  keyboard 
during  dinner  in  an  elegant  restau- 
rant. He  sends  the  E-mail  and  then 
glances  at  a  fax  that  has  just  anived 
on  his  phone's  screen.  If  you  think  all 
this  technology  just  makes  it  possible 
to  spend  more  time  working,  think 
again:  That  fax  is  confirmation  of  Re- 
lander's  summer  sailboat  rental. 

By  Gail  Edmondson  in  Helsinki 
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Social  Issues 


EDUCATION 


KENTUCKY'S 
CLASS  ACT 

How  a  court  order  produced  real  school  reform 


It's  early  afternoon  at  Ross  Point  El- 
ementary School,  just  off  Kingdom 
Come  Highway  in  the  Appalachian 
coal  country  of  Harlan  County,  Ky. 
Eight-year-old  Meredith  McCue  sits 
cross-legged  in  a  reading  loft,  mesmer- 
ized by  Moby  Dick.  Next  to  a  window, 
Aaron  Huckleby  aims  a  telescope  at  a 
ridge  above  the  school,  while  nearby  a 
classmate  studies  insect  larvae  under  a 
microscope. 

There  are  no  rows  of  little  chairs  or 
rigid  drills  at  Ross  Point,  and  descrip- 
tive assessments  have  replaced  letter 
grades.  The  children,  who  elsewhere 
would  be  assigned  to  grades  one 
through  three,  here  share  the  same 
classroom.  Older  pupils  help  younger 
ones,  and  everyone  learns  at  their  own 
pace.  Veteran  teacher  Flora  Shell  likes 
the  arrangement.  "All  the  flowers  don't 
bloom  at  the  same  time,"  she  says. 
ANALYTICAL  THINKING.  These  21  stu- 
dents, like  youngsters  across  the  state, 
are  key  players  in  what  may  be  the 
most  important  laboratory  for 
public  education  in  the  nation. 
In  six  years,  impelled  by  a 
couit  order  and  si^uiTed  by  big 
business,  Kentucky  has  trans- 
formed its  schools,  turning  a 
bargain-basement  embarrass- 
ment into  an  increasingly  ef- 
fective system.  It  has  upended 
curriculums,  putting  new  em- 
phasis on  writing  and  analyti- 
cal thinking.  Rich  and  pooi'  flis- 
tricts  get  the  same  financing, 
and  eveiyone  is  measm'ed  agaii 
performance  goals.  "It's  the  [most  thor- 
ough] and  most  cohei-ently  designed  re- 
form in  the  country,"  says  Michael  Tim- 
pane,  vice-president  of  the  Carnegie 
Foundation  for  the  Advancement  of 
Teaching  in  Princeton,  N.J. 

Now,  at  the  end  of  the  first  phase  of 
Kentucky's  reforms,  results  are  coming 
forth.  They  are  compelling,  if  not  uni- 
formly stellar:  Test  scoi'es  of  elemen- 
tary school  pupils  have  improved 
sharply,  though  older  students  are  gain- 
ing at  a  much  slower  rate.  Once  lumped 


with  education  losers  such  as 
Louisiana  and  Mississippi,  Ken- 
tucky now  ranks  in  the  mid- 
dle of  the  pack,  "among  a 
group  of  states  we've  never 
been  with,"  says  Robert  R. 
Sexton,  director  of  the  Prich- 
ard  Committee  for  Academic 
Excellence,  a  Lexington  civic 
group  that  spearheaded  the 
reforms. 

Kentucky  is  providing  criti- 
cal intelligence  as  the  nation 
sorts  through  a  hotlgepodge  of 
largely  unproven  local  strate- 
gies to  shore  up  education. 
Most  states  are  testing  somt 
forru  of  charter  schools,  which 
fi'ee  administrator's  and  teach- 
er's fr'om  most  local  r-egirlations. 
Some  towns,  such  as  Chelsea, 
Mass.,  have  contracted  out 
their  systems  to  independent 
oper'ators  (page  94).  Vir-ginia  is 
putting'  tngether  writing  stan- 


CURRiCULUM  OVERHAUL  Most  dramatically,  thp'^CHO 
state  merged  the  first  three  grades,  putting  all  ch 
dren  aged  6  to  8  in  the  same  classroom  and  letti 
them  learn  at  their  own  pace. 


SHARED  OVERSIGHT  Districts  were  requ 
to  create  parent-teacher  councils  with  powf^''^! 
to  select  principals  and,  ultimately,  to  run 
schools.  Business  also  played  a  role,  con- 
tributing to  curriculum  development. 


ACCOUNTABILITY  Annual  testing  measL  MOR 
school  performance.  The  average  of  score 
over  two-year  periods  determines  school 
progress  and  also  teacher  bonuses.  Falter 
schools  get  remedial  help. 


At  Ross  Point  Elemen- 
tary in  Appalachia,  no 
more  rigid  drills 


dar-ds  for-  fourth  and  fifth  grader's,  while 
Pr'ince  Geor'ges  County,  Md.,  employs 
special  tutors  and  Satur'day  classes  to 
help  minorities  ])er'for'm  better'  in  math. 

All  the  efforts  ar'e  dr'iven  by  intensi- 
fied public  awar'eness,  amplified  by  Pr'es- 
ident  Clinton  and  other-  politicians,  of 


-iii  EQUITY  The  school  budget  statewide 
has  been  expanded  by  60%.  In  the  process,  sti 
dents  in  inner  city  and  rural  districts  for  the  firs 
time  got  as  much  state  money  as  those  in  wealt 
suburban  schools. 


Amer-ica's  educational  shortcomings.  Test 
r'esults  r-eleased  last  autumn  showed 
that  in  math  and  science,  U.  S.  students 
r'ank  below  those  even  in  Bulgaria.  Al- 
though national  scor-es  were  up  mod- 
estly in  the  last  decade,  many  educa- 
tors and  coi'poi'ate  leader's  worry  that 


;setti 
craved 


SCHOO 

a 

or 


Tiore  K 


;o( 

U  ctiail 
across 


3  Classroom 


...YIELD  MIXED  RESULrSi 


OE-SCHOOL  GOLD  On  state-created  tests, 
h  graders  consistently  have  scored  far  higher 

the  set  targets.  Fourth  and  eighth  graders 

improved  on  national  math  tests. 

i  SCHOOL  SLUMP  More  kids  are  graduating 
;ollege  admission  test  scores  haven't  budged 
results  on  state  tests  lag  far  behind  bench- 
(S.  Administrators  admit  secondary  schools 
I  more  work. 


4-POOR  PARITY  Students  in  poor  districts 
score  as  w/ell  on  standardized  tests  as  those 
I  richer  schools.  Experts  point  to  funding  equi 
id  uniform  deployment  of  teaching  resources. 

ROVED  CLIMATE  Reforms  have  endured 
:ical  challenges,  creating  a  sense  of  confi- 
ne across  the  state's  education  system.  One 
-term  gain:  Adult  literacy,  which  once  ranked 
)st  in  the  nation,  is  now  average. 

DATA  KENTUCKY  EDUCATION  DEPT  ,  BUSINESSWEEK 


an  ei-oding  skill  base  could  retard  U.  S. 
economic  gro\vth  and  competitiveness. 

Such  concerns  helped  fuel  Kentucky's 
transformation.  More  impoitant,  though, 
the  Kentucky  Education  Reform  Act, 
or  KERA,  was  born  of  a  1985  lawsuit 
brought  by  66  poor  school  districts 


against  the  state  over  funding 
inequities.  The  action  touched  a 
nerve,  inspiring  state  business 
leaders,  news  media,  and  civic 
groups  to  press  for  broader 
changes.  "This  was  the  last 
golden  opportunity  to  get  Ken- 
tucky out  of  its  agi'anan  past," 
says  Jack  Moreland,  now  the 
president  of  Northern  Ken- 
tucky University,  who  then 
was  superintendent  of  schools 
in  Dayton,  Ky. 

The  State  Supreme  Court 
found  for  the  plaintiffs  in  1989, 
and  ordered  equity  in  fund- 
ing— which  the  state  achieved 
as  it  lifted  overall  school  spend- 
ing 60%  by  last  year.  Unex- 
pectedly, though,  it  also  de- 
clared the  state's  entire 
educational  system  unconstitu- 
tional. The  court  demanded 
that  legislators  come  up  with  a 
plan  for  a  top-to-bottom  re- 
make within  nine  months. 

The  result,  kera,  borrowed 
liberally  fi'om  strategies  being 
tested  elsewhere:  It  has  em- 
ployed Vermont's  scheme,  for 
example,  requiring  fourth 
gTadeivs  through  seniors  to  keep 
yearlong  portfolios  of  their 
work;  merged  gi-ades,  too,  had 
been  tried  elsewhere.  But  Ken- 
tucky was  the  only  state  to 
"put  all  of  the  pieces  together," 
says  Dr.  Helen  F.  Ladd  at 
  Duke  University's  Sanford  In- 
stitute of  Public  Policy. 

And  in  many  areas,  it  broke 
new  gTound.  To  imj)rove  accountability, 
Kentucky  handed  over  local  hiring  and 
budgeting  authority  to  newly  elected 
councils  of  parents  and  teachers,  who 
in  turn  select  principals.  Nepotism 
among  school  board  officials,  common 
especially  in  the  state's  isolated  moun- 


tain counties,  was  outlawed. 

Most  important,  each  of 
the  state's  1,300  schools  was 
given  a  benchmark  grade, 
based  on  tests  of  fourth, 
eighth,  and  11th  graders, 
and  ordered  to  improve  its 
rating  each  year  until  2012. 
If  a  school  improves,  its  teachers  can 
earn  bonuses  of  up  to  $2,300  each — and 
so  far,  teachers  in  53%  of  schools  have 
done  so.  If  scores  decline,  the  bonuses 
end,  and  an  independent  expert  can  be 
sent  in  to  push  remedies.  "This  test  is 
supposed  to  drive  pretty  much  every- 
thing," says  David  R.  Johnson,  schools 
superintendent  for  the  city  of  Harlan. 
Harlan  High  School's  scores  fell  in  1994 
but  have  come  back  up  since. 

Kentucky's  business  community  has 
helped  shape  much  of  the  change.  Tii-ed 
of  retraining  new  hires  and  worried 
about  losing  employers  to  states  with 
stronger  labor  pools,  50  companies  led 
by  Asliland,  Humana,  and  United  Parcel 
Service  backed  the  reform  movement 
with  money  and  lobbying.  Since  then, 
they've  had  a  hand  in  curriculum  re- 
form, too,  pressing  for  courses  that 
teach  practical,  job-oriented  skills. 

The  payoff  is  distant.  "This  was  to 
be  a  10-year-long  effort,"  says  David  A. 
Jones,  Humana's  chairman.  "We  know 
that  changes  of  this  magnitude  require 
it."  One  persistent  area  of  weakness: 
Kentucky's  high  schoolei's.  Dropout  rates 
haven't  budged,  and  test  scores  aren't 
close  to  meeting  goals.  National  college 
admissions  test  scores  remain  flat.  In 
part,  that's  because  the  fii'st  crop  of  re- 
foi'm-era  primary  school  gi-aduates  are 
just  now  entering  10th  gTade.  Still,  "no 
matter  how  good  the  students  coming 
into  the  high  schools  are,  the  high 
schools  need  improvement,"  admits 
Wilmer  S.  Cody,  commissionei-  of  the 
Kentucky  Education  Dept. 
"ELITIST."  Pi'edictably,  other  elements  of 
KERA  have  drawn  attack.  Joe  Nathan, 
du-ector  of  the  Center  for  School  Change 
in  Minneapolis,  says  the  state's  "elitist 
and  top-down"  strategy  doesn't  let  local 
distiicts  piu'sue  alternatives  such  as  chai*- 
ter  schools  that  could  spur  more  sub- 
stantive improvement.  Some  parents, 
meanwhile,  complain  that  the  state's 
labyrinthine  testing  consumes  far  too 
much  of  their  childi-en's  time.  Others  ai"e 
dubious  of  the  consolidated  primary 
gi-ades.  In  Ross  Point,  Tim  Stevens  wor- 
ries that  his  son,  Timothy,  an  8-year-old 
at  Ross  Point  Elementary,  may  not  get 
the  attention  he  needs  in  reading. 

Even  as  they  express  concern, 
though,  most  Kentuckians  acknowledge 
that  their  bold  experiment  is,  at  least. 
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far  better  than  the  alternative.  "I  left 
high  school  in  1982,  and  I  couldn't 
read,"  admits  Stevens,  a  gravel-truck 
driver.  Now,  adult  litei'acy  rates  are 
up,  a  tiickle-down  effect,  officials  say,  of 
the  heightened  educational  environ- 
ment. Statewide,  high  school  comple- 
tion rates  are  improving.  And  in  1996 
National  Assessment  of  Education 
Progress  tests  for  math,  Kentucky 
eighth  graders  scored  an  average  of 
10%  liigher  than  in  1990;  fourth  gi'aders 


were  up  4%.  Strikingly,  poor  districts 
now  perform  as  well  on  most  tests  as 
wealthier  ones. 

Does  Kentucky  provide  a  viable  mod- 
el for  schools  elsewhere?  Susan  Traiman, 
director  of  the  education  initiative  for 
Business  Roundtable,  says  "there  are 
some  who  feel  the  Kentucky  story  is 
too  unique  to  be  transferable,  because  it 
was  launched  by  a  court  case  and  swept 
out  the  old  system." 

But  that  may  be  its  very  strength: 


Improving  America's  schools  may  d 
mand  radical  sui-gery  rather  than  pie 
meal  experimentation.  By  dumping 
inadequate  system  and  starting  fro 
scratch,  by  investing  more  and  tyii: 
funding  to  performance,  Kentucky  h; 
boosted  its  children's  academic  pro 
pects.  Arguably,  that  has  lifted  its  ec 
nomic  prospects  as  well.  Those  are  ir 
portant  lessons  from  an  unlikely  plact 
By  Peter  Galuszh 
in  Harlan  County,  K 
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DEMOCRATIC?  NO.  EFFECTIVE?  YES 
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Ihere  are  definite  advantages  to 
dictatorships,"  says  Douglas  A. 
Sears,  superintendent  of 
schools  in  Chelsea,  Mass.  Wlien 
Boston  University  took  over  the 
troubled  school  system  in  this  small 
city  north  of  Boston  in  1989,  it  de- 
manded carte  blanche  to  reform  as  it 
pleased.  Its  reform  by  brute  force  is 
not  perfect,  but  it  is  bringing  results. 

The  BU-Chelsea  partnersliip  has 
been  one  of  the  nation's  most  closely 
watched  attempts  at  long-term  public 
school  reform.  The  brainchild  of  for- 
mer BU  President  John  Silber,  it  tar- 
geted a  two-square-mile  city  of  29,000 
that  for  decades  has  been  a  magnet 
for  mostly  pooi'  immigrants,  with  high 
unemployment  and  inadequate  city 
services.  The  plan  was  to  install  com- 
petent new  administi'ators,  biing  ba- 
sic education  to  students  and  their 
parents,  and  improve  the 
quality  of  teachers  and 
cun-iculum  with  help 
from  BU  scholars. 

In  fact,  Bii  has  re- 
vamped classes,  renegoti-  ChcIsea  (MaSS.) 
ated  teaching  contracts,  s(;||O0}s 
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Superintendent 
Sears  in  the 


even  switched  cafeteiia 
suppliers — with  naiy  a 
nod  to  the  school  board,  which  rai'ely 
exei'cises  the  two-thirds  vote  needed 
to  oveiTule  a  decision.  Eight  years 
into  the  experiment,  even  critics  con- 
cede BU  has  helped  overcome  illitera- 
cy, bad  management,  and  chi'onic  un- 
derfunding.  The  dropout  rate  has 
declined  to  8%,  from  20%.  Last  fall, 
the  city's  .5,000  students  walked  into 
sparkling  new  buildings,  Chelsea's 
fii'st  new  facilities  since  1908. 

Other  measures,  though,  show  just 
how  difficult  it  is  even  for  aggressive 
reformers  to  improve  education 
quickly  in  an  entrenched  inner-city 
community.  Seniors  taking  the 


Scholastic  Achieve- 
ment Test,  a  college 
entrance  exam,  scored 
23%  below  the  national 
average  last  yeai-,  up 
fi'om  a  26%  deficit  in 
1989.  Fourth-grade 
test  scoi'es  haven't 
budged,  because,  bu 
claims,  most  cliilch'en  stay  in  bilingual 
classes  through  gi-ade  tlu'ee,  limiting 
their  test-taking  abilities. 
BETTER  OFF.  New  York  University 
education  expert  Robert  Berne,  who 
evaluated  Chelsea  in  a  1996  book, 
says  the  results  prove  "outsiders  are 
probably  better  off  managing  some 
aspects  of  school  reform,"  such  as 
bu's  successful  early  childhood  educa- 
tion ]3rogram.  But  bu's  autocratic  ap- 
proach, he  says,  sidesteps  the  com- 
munity participation  that  is  a 
hallmark — and  a  strength — of  U.  S. 
public  education. 

Clearly,  though,  Chelsea  is  better 


off.  BU  has  applied  a 
sort  of  educational  tii- 
age  to  the  classroom. 
Rather  than  spread  lim- 
ited resources  ovei'  all 
grades,  the  reformers 
focused  on  youngsters 
just  entering  the  system 
and  created  an  all-day 
program  for  3-  and  4- 
yeai-olds.  BU  also 
launched  an  intei-genera- 
tional  literacy  program, 
which  offers  EngUsh 
lessons  to  900  immigr'ant 
parents  and  teaches 
them  how  to  help  with 
schoolwork.  Most  teach- 
ers have  been  trained 
by  BU  professors  in  new 
teaching  methods  and 
ciuiiculum  advances. 
It  hasn't  huit  that,  since  1989,  state 
reforms  have  lifted  the  school  budget 
by  145%.,  to  $27  million,  bu  has  kicked 
in  $7  million  worth  of  teacher  and  ad- 
ministrator time,  and  private  dona- 
tions have  produced  an  additional  $10 
million.  What's  moi-e,  the  university 
has  brought  discipline  to  the  once 
highly  politicized  budget  process. 

Some  Chelsea  parents  remain  am- 
bivalent about  bu's  peremptory  ap- 
proach. Wilma  May,  a  mother  of  five 
Chelsea  students,  is  rankled  by  ad- 
ministrators' quick  dismissal  of  some 
complaints  and  worries  that  its  em- 
phasis on  young  pupils  comes  at  the 
expense  of  high  schoolers,  who  have 
endured  disruptive  curriculum 
changes.  Still,  she's  gi-ateful  that 
overall,  her  "kids'  education  is  bet- 
ter" So  are  others:  Chelsea's  school 
committee  voted  unanimously  last 
November  to  extend  bu's  contract 
for  five  more  years. 

By  Geoffrey  Smith  in  Chelsea,  Mass. 
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Turn  tax  time  into  relax  time.  And  spend  your  refund  at  the 
beach.  Simply  point,  click  and  you're  on. 

Count  on  America  Online.  To  put  the  right  forms  in 
your  hands  instantly.  Get  help  from  certified  experts  when 
you  need  it.  Even  gain  direct  access  to  technical  support 
for  major  tax  software  packages. 

There's  something  for  everyone  on  America  Online. 
From  tracking  your  portfolio  to  exchanging  e-mail  with  family  and  friends.  From  non-stop  sports 

action  to  unlimited  Internet  usage.  From  breaking  news  to 
business  forums. 

Plus  you  can  enjoy  BusinessWeek  Online  Leaf 
through  the  magazine's  electronic  pages  for  global  business 
information  and  analysis  —  before  it  hits  the  newsstand. 
Even  interact  with  editors  and  newsmakers  online. 

Avoid  the  chaos  and  confusion  with  America  Online. 
And  enjoy  many  happy  returns. 
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Simply  point,  click,  and  you're  ON 

Try  AOL  FREE  for  50  Hours  caii  Today  1  -800-675-771  1 

For  conditions  and  membership  details,  install  trial  software.  Availability  may  be  limited,  especially  during  peak  usage  times. 
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Sometimes  opportunity  knocks. 

Sometimes  it  blows  through  your  door, 
charges  through  your  office, 
kicks  the  feet  out  from  under  you, 
jumpsonyourchest 
and  stares  you  in  the  face. 


For  a  limited  time  (translation:  do  .something  about  this  today),  Compaq  is  offering  some  exceptional  incentives 
on  some  very  exceptional  products,  all  of  which  can  give  your  business  a  competitive  advantage. 


COMPAa 

Has  It  Chaiiiicd  Your  Lite  Yet: 


Compaq  Armada  4100  Family  Compaq  LTE  5000  Family  Compaq  Armada  1100  Family 

Reduced  up  to  27''o:  Prices  reduced  up  to  20%'  on  Starting  .it  S  1,249; 

Free  Li  Ion  Handle  Battery  LTE  5380  and  LTE  5400  models.  Free  PC  Card  Modem  with  any  TTio<lel 

(thru4/!0/')7)." 


with  Armada  4120  (thru  i/31/97)" 


Compaq  Professional  Workstation  5000 

Starting  at  $  i,900:  (For  models  with  200MH/  Pe  ntium 
Pro* processor,  32MB  RAM  and  2.1GB  HD.)  Free  memory 
offer"  (thru  4/30/97)"  (Monitor  sold  separately.) 


Compaq  Netelligent  Networking  Products 

Netvvorkini;  Interlace  Cards  reduced  up  to  15"n' 
Hubs  reduced  up  to  44%.' 
Switches  reduced  up  to  35%.* 
8500  Communications  Platform  reduced  up  to  40%.* 


Compaq  Deskpro  2000  Family 

Starting  at  S  1,149*  for  models  with 
133MHz  Pentium*  processor  and  1.2GB  HD. 
Compaq  V70  color  monitors,  starting 
at  S697,*  sold  scparatelv. 


Compaq  Deskpro  4000  Family 

Starting  at  S  1,299*  for  models  with 
133MHz  Pentium  processor  and  1.2GB  HD. 
Compaq  P70  color  monitors,  starting 
at  S899,*  sold  separately. 


Compaq  Deskpro  feOOO  Family 

Startmg  at  S  1,999*  tor  models  w  ilh 
166MHz  Pentium  processor  and  lt,H  HI) 
(Monitor  solil  separateK.) 


Compaq  ProLiant  800 

Free  !2  MB  memory 
module  (thru  4/30/97).** 


Compaq  ProSignia  200 

Free  16MB  memorv  niodiil. 
(thru  4/  30/97)"Also  avaiUl.le: 
the  ProSignia  300  starting  at  51,333* 


Compaq  ProLiant  5000/5000R 

Reduced  up  to  IP'o'  Free  additional  processor  vMth 
purchase  of  ProLiant  5000  6/166  server  (thru  4/50/97)- 
Two-for-one  6/166  processor  option  kits  (thru  4/  30/97) 


Now  available  for  all  workstations  and  servers:  9.1GB  Wide-Ultra  SCSI  hard  drives  reduced  up  t< 


10%. 


To  jump  on  this  opportunity,  find  vour  local  reseller  at  1-800-853-9588,  or  visit  us  at  w\\^v.compaq.com/us. 


\11  pnt.cs  and  price  reduction  percentiles  shown  reter  to  U  S  esamated  reseller  pnces  .Actual  reseller  price  may  \ar\  Free  oiler  with  purchase  ot  c|ualiising  produa  Irum  2  /  5/97  to  spe'iitied  end  dati-,  nhii. 
upplies  last.  OITer^  not  valid  on  Compaq  relurbcshcd  products.  "All  offers  are  subject  to  product  asailabilit).  and  are  valid  only  in  the  U  S  Lompa(|  reserves  the  nght  to  change,  alter  or  cancel  these  pnigrains  )' 
ny  time  vs  ithout  notice.  fThrough  4/  iO/97,  Compaq  is  oflering  S400  rebate  to  reseller  partners  on  Models  5000  1 P/2  1  /  32ML/CDS  and  5000  1  IV4.!/64ML/CDS  S3,900  based  on  eslimaleil  sales  pnce  all,  r 
pplication  of  dealer  rebate-  Actual  reseller  prices  may  var\.  ttFree  64MB  memory  module  with  purchase  ot  single  processor  i-D  graphics  workstation  moilel  C'  1997  Compaq  Computer  CoqKiralion  All  riolii- 
eservcd.  Compaq  registered  I]  S  Patent  and  Trademark  OfHce.  ProLiant,  ProSignia.  De-skpro,  Armada,  LTP.  Netelligent,  and  Profcs,sional  Workstation  arc  trademarks  or  registered  trademarks  ol  Compa'j 
'omputcr  Corporation.  The  Intel  Inside  I  otjo  and  Pentium  are  registered  trademarks  ot  Intel  Corporation  t  )t!ier  products  mentioned  may  be  trademarks  or  registered  trademarks  ol  their  respectivt  lompanii . 
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Sports  Business 


BASEBALL 


LOADING  THE  BASES 
IN  NORTH  CAROLINA? 

The  sports-hungiy  Ti'iad  area  has  a  real  shot  at  a  ball  club 


Baseball  may  be  the  bad  boy  of 
major-league  sports,  but  that 
doesn't  mean  nobody  wants  an 
expansion  team.  If  the  owners 
stick  to  their  agi'eement  with  the  play- 
ers' union,  there  will  be  two  new  clubs 
awarded  as  early  as  1999,  and  one  of 
the  strong  emerging  con- 
tenders is  North  Carolina's 
Tj-iad. 

What's  a  Ti-iad?  As  the 
gi'oup  of  businessmen  cheer- 
leading  the  push  to  bag  a 
ball  club  will  tell  you,  it's  an 
unheralded  metropolitan  re- 
gion in  central  North  Car- 
olina anchored  by  Greens- 
boro, Winston-Salem,  and 
High  Point — home  to  textile, 
tobacco,  and  furniture  giants. 
Although  the  Ti'iad  execs 
profess  a  passion  for  the  na- 
tional pastime,  they  have  a 
bigger  passion  foi'  economic 
development.  Here's  a  sta- 
tistic that  makes  them 
swoon:  One  day  after  the 
Cai'olina  Panthers  fell  to  the 
Green  Bay  Packers  in  the 
National  Football  Confer- 
ence title  game  back  in  Jan- 
uary, the  Charlotte  Cham- 
ber of  Commerce  logged  in 
91  business  relocation  in- 
quiries, tnple  that  of  a  typi- 
cal Monday. 

BIG  GUNS.  Tr-iad  boosters 
have  more  than  just  hopes 
that  Major  League  Baseball 
will  give  them  a  go;  they 
have  some  big  reasons  on 
their  side.  Two  are  the  Charlotte  Hor- 
nets, which  routinely  lead  the  National 
Basketball  Assn.  in  attendance,  and  the 
equally  popular  Chai'lotlf-based  Pan- 
thers, which  raised  $100  itiillion  for  its 
$190  million  stadium  by  selling  fans  life- 
time hcenses  to  piu'chase  season  tickets. 
North  Carolina  is  sports  country. 

The  Ti'iad  effort  also  has  some  big 
guns.  Jefferson-Pilot  ceo  David  A. 
Stonecipher,  Wachovia  Bank  nf  North 


Carolina  President  J.  Walter  McDow- 
ell, and  Hugh  L.  McColl  Jr.,  chairman  of 
banking  behemoth  NationsBank.  McColl, 
who  sits  on  the  Jefferson-Pilot  Corp. 
board  and  is  one  of  the  most  influential 
sports  financiers  in  America,  would  like 
Major  League  Baseball  in  liis  hometown 
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Don  Beaver's 
money  and 
enthusiasm, 
plus  great 
demographics, 
mean  chances 
are  good  for  an 
expansion 
'  team 


*CHARLOnE 


of  Charlotte.  But  he  believes  the  city 
cannot  support  thi*ee  professional  teams 
simultaneously — at  least  not  for  another 
five  years.  With  Hornets  owner  George 
Shinn  looking  to  raise  money  to  build  a 
new  downtown  arena  (the  team's  cur- 
rent home,  though  only  eight  years  old, 
is  short  on  skyboxes),  McCoH's  caution  is 
understandable.  "I  am  committed  at  the 
moment  totally  to  trying  to  help  the 
folks  in  the  Triad,"  says  McColl,  whose 


bank  provides  financing  for  the  Bali 
more  Orioles,  Florida  Marlins,  Milwa] 
kee  Brewers,  and  Texas  Rangers. 

But  MLB  in  the  Ti-iad?  Locals  do| 
bled  over  in  laughter  at  the  very  noti 
when  it  was  fii-st  introduced  about 
months  ago.  Michael  T.  Scanlon  Jr., 
executive  with  American  Baseball  Ca 
ital  Inc.,  which  has  been  tiTyong  for  yea 
to  bring  big-league  ball  to  northern  Vi 
ginia  and  which  owns  a  minor-leagi 
team  in  Greensboro,  sneered:  "Wh; 
makes  the  good  people  of  the  Triad  fe 
they've  got  a  shot  at  Major  Leagi 
Baseball  when  they  can't  even  build  I 
decent  Class-A  baseball  stadium?  F 
sorry,  but  it  flies  in  the  face  of  logic"! 

Not  exactly.  In  fact,  there  is  plenty  i 
logic  to  suggest  that  the  Triad  is 
fi'ont-ninner.  From  the  outset,  the  Tria 
effort  has  been  well-organized,  wit 
strategic  connections  to  co 
porate  leaders,  pols,  an 
baseball  honchos.  The  d( 
mogi'aphics  alone  are  con 
pelling:  the  Ti'iad  has  son 
6.4  million  people  within 
lOO-mile  rachus  of  its  cent 
Only  subui'ban  Washingto; 
D.  C.,  has  more  people  i 
that  range  and  no  big 
league  team.  Two  intei 
states — 1-40  and  1-85 — pu 
population  centers  in  Chai 
lotte  and  Raleigh  90  mi 
utes  away.  Because  Nort| 
Carolina  is  considered  o: 
television  market — as  it 
for  the  Hornets  and  ParJ 
thers — it  ranks  among  t 
top  10  in  the  counti-y.  An^ 
while  baseball  will  have  3 
teams  in  1998,  none  will  b 
located  between  Baltimor 
and  Atlanta. 

NATIVE  SON.  Unlike  recen 
expansion  efforts  in  Den 
ver  and  Phoenix,  whicl ' 
both  struggled  initially  t^ 
put    credible  ownershi 
groups  together,  the  Ti'iai 
has  that  base  covered.  Th| 
man  with  the  money  is  Doi] 
Beaver,  a  North  Carolin 
native  who  two  years  agi] 
sold  a  chain  of  nursing  homes  for  mon 
than  $100  million. 

Beaver,  a  pitcher  in  the  1952  Littli 
League  World  Series,  owns  mino: 
league  teams  in  New  Orleans,  Knoxville] 
Tenn.,  Winston-Salem,  and  Hickory|{ 
N.  C.  Last  year,  he  also  became  a  mi 
nority  owner  of  the  Pittsburgh  Pirate; 
and  has  used  that  position  to  lobby  in 
fluential  owners  about  the  Ti-iad  effort] 
Beaver  is  now  courting  a  small  owner 
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V  URCHASING  CARD 
ACTUALLY 


INCREASE  YOUR 
JOT  TO  M  LINE? 


The  MasterCard'  Purchasing  Card  is  the  state-of-the- 
art  streamhned  payment  system  that  saves  you  time  and 
paperwork.  And,  of  course,  money.  Instead  of  processing 
invoices  and  writing  checks,  with  MasterCard  you  can 
manage  your  payment  system.  And  with  valuable  spend- 
ing information  you  can  improve  supplier  management. 
For  more  information,  call  1- 800- 2 1') -  1 0 1 3. 
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When  will  your  office 
extension  finally  live  up 
to  its  name? 


Ericsson's  GSM  wireless  network 
makes  this  possible  today. 

When  you  let  a  GSM  operator  set  up  your  own  Virtual  Private  Network  for  voice 
and  data,  everyone  in  your  office  can  have  a  mobile  phone.  And  by  simply  dialing 
their  extension  number,  you  can  reach  anyone  in  your  company  -  no  matter 
where  they  are.  In  addition  to  having  access  to  people,  you  will  also  have  access 
to  data  services  on  the  Internet  and  your  own  Intranet.  It's  like  taking  your  office 
with  you  when  you  leave  the  office. 

And  since  your  Virtual  Private  Network  is  connected  via  your  operator's 
network  to  GSM  networks  worldwide,  you  can  enjoy  these  benefits  just  about 
anywhere.  In  fact,  you  can  roam  in  more  than  125  networks  in  more  than  70 
countries. 

Virtual  Private  Networks  can  dramatically  increase  productivity  without 
substantially  increasing  costs.  For  more  information  about  how  GSM's  Virtual 
Private  Networks  can  extend  your  office,  call  1-800-431-2345,  or  visit  our 
website  at  www.ericsson.com. 

The  Mobile  Business  Advantage 
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^  A  BRJEiFCASE  GUIDE  FOR  SENIOR  EXECUTIVES 

•  Commercial  Computer  Platform  Choice 

•  UNIX -  AS/400  -  NT 

•  Understanding  the  options  open  to  your  business 


This  briefcase  guide  explains,  in  business  terms,  the 
computer  platform  options  open  to  your  business  as  we 
approach  the  21st  Century... 


What  are  the  key 

evaluation 

criteria? 
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ship  group  that  will  put  up  $100  millici^^ 
toward  the  cost  of  a  fi*anchise.  He  hjf 
also  pledged  to  help  pay  for  one-third  \ 
stadium  constiuction  costs. 

The  Ti'iad  may  also  benefit  from  I 
lack  of  competition.  With  Charlotte  cj 
the  sidelines,  the  only  other  viable  mai 
ket  appeal's  to  be  noitheni  Virginia.  Ai 
though  MLB  longs  to  expand  into  Mexj 
CO,  the  experience  in  Monterrey  laa 
summer,  when  the  New  York  Mets  anj 
San  Diego  Padres  played  a  three-ganj 
series,  was  sobering:  plenty  of  peoplj 
but  too  much  poverty.  Orlando  compej 
ed  in  the  last  round  of  expansion,  bu 
baseball  is  unlikely  to  put  a  team  9| 
miles  from  the  new  Tampa  ft-anchisJ 
In  the  Midwest,  only  Indianapolis  stand 
out,  and  it  has  its  hands  full  with  thj 
NBA  Pacers  and  nfl  Colts.  "Northerj 
Virginia  and  North  Carolina  are  a] 
that's  left,"  says  Mark  S.  Rosentraub,  aj 
urban  policy  professor  at  Indiana  Uni 
versity  and  baseball  scholar.  "There  arl 
no  other  large,  underserved  areas  ij 
the  U.  S." 

However,  two  issues — both  outsidj 
the  control  of  the  iViad  organizers — maj 
pose  baniers.  Although  acting  Commia 
sioner  Bud  SeUg,  owner  of  the  MilwaiJ 
kee  Brewers,  has  said  baseball  needs  t| 
get  to  32  teams,  several  key  owners,  in 
eluding  Boston  Red  Sox  CEO  John  Harl 
rington,  have  have  suggested  that  thj 
league  may  need  to  stick  with  30  team! 
for  5  or  10  years.  With  TV  revenue! 
sharing,  the  owners  wony  about  split] 
ting  the  pie  two  more  ways.  And  the^j 
fret  about  a  shortage  of  talent. 
A  LUCKY  PENNY?  If  the  league  waits  td 
expand  much  beyond  1999,  Charlottd 
would  likely  contend  for  a  franchise] 
and  that  would  certainly  doom  the  TriaJ 
effort.  Then  again,  the  Ti-iad  might  dJ 
itself  in.  Next  summer,  voters  in  thJ 
12-county  region  will  be  asked  to  add  iJ 
to  the  sales  tax  for  one  year  to  heln 
pay  for  stadium  construction.  Organizera 
estimate  that  the  tax  increase  will  raisa 
$145  million.  The  1(2,  one-year  plan  ia 
the  most  aggressive  tax  ever  attempted 
in  raising  public  money  for  stadium  con-j 
stniction  costs.  For  a  Triad  family  oi 
four  with  a  total  income  of  $40,000,  tha 
tax  would  add  up  to  an  average  of  $11^ 
a  year — and  that's  if  they  have  no  big-j 
ticket  purchases,  such  as  a  new  4x4. 

Given  the  number  of  baseball  fans 
who  see  ownere  as  greedy  and  players 
overpaid,  and  given  the  region's  conser- 
vative nature,  the  tax  can  expect  stifl 
opposition.  If  voters  say  no,  the  Triad 
will  have  to  be  content  with  minor-league 
baseball — and  minor-league  status. 

By  Justin  Catanoso 
in  Greensboro,  N.  C. 
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TOYOTA'S 
CRUSADE 

Hiroshi  Okuda  is  retooling  the  company  in  an  all-out  bid 
to  turn  Toyota  into  the  world's  premier  carmaker 


Amid  the  towering  pine  trees  and  white  stone  court- 
yards of  the  Ise  Grand  Shrine,  Toyota  Motor  Corp. 
played  out  a  familiar  corporate  ritual  last  Novem- 
ber. As  they  do  most  every  fall,  a  handful  of  top  ex- 
ecutives, vrith  their  newest  domestic  models  in  tow, 
made  the  three-hour  journey  from  their  headquarters  just 
outside  of  Nagoya  to  the  spiritual  home  of  the  Shinto  sun 
goddess  Amaterasu,  nestled  along  a  dazzling  stretch  of  Japan's 
Pacific  coastline. 

Since  the  mid-1980s,  this 
meant  bringing  a  modest 
five  or  six  new  cars  to  call 
down  the  blessings  of  the 
gods  for  a  prosperous  year 
ahead.  But  this  time,  an  en- 
tire caravan  pulled  up  to 
the  2,000-year-old  shrine. 
Rolling  in  were  the  Ipsum 


Global  Reach 


President  Okuda  is  embarking  on  a  $13.5  billion 
expansion  through  2000.  Some  highlights: 


NORTH  AMERICA:  INVESTMENT  $3.3  BILLION 


GEORGETOWN,  KY.  Capacity  will  jump  from  380,000  to  500,000  vehicles. 

J       ,     .  .       "'l*"    The  Sienna  minivan  will  join  the  lineup  of  Camry  and  Avalon  sedans.  I'^r/,!^  '.til^ 

and  Noah  mmivans,  the   '  L   organized  play^ 

Mark  II  sedan,  and  the    EVANSVILLE,  IND.  An  all-new  plant  will  pump  out  100,000  TlOO  pickup 
Windom,  the  domestic  ver-    ^^ucks  powered  by  V8  engines.  , .  ,  , 

sion  of  the  Ivlxiut  Lexus  es    tomize  vehicles  for  region 


the  most  aggi'essive  overseas  expansion  in  automotive  hist 
ly.  It  means  outflanking  Detroit  in  emerging  markets  and  g 
ing  after  the  Big  Three  in  the  U.  S.  And  it  means  usii 
new  designs  to  create  excitement  about  the  Toyota  bran 
which  has  long  stood  for  well-built  blandness.  "In  all  sorts 
areas,  a  big  change  is  going  on  sharply  and  quickly,"  sa^ 
Okuda,  who  at  64  still  exudes  the  energy  of  a  V-8  engine. 
The  crusade  is  costly.  Toyota  is  spending  $13.5  biUion  ( 

global  expansion  throug 
2000.  Then  again,  Okuc 
has  a  cash  hoard  of  $20  b: 
lion  to  fuel  the  drive.  E 
has  just  'ATung  new  saving 
out  of  Toyota,  and  he  c; 
profit  from  a  weak  yen 
boost  exports.  If  he  spem 
wisely,  he  will  create  tl 
industry's  first  real  global 
er,  a  comp 
ny  that  can  use  its  va, 
manufacturing  clout  to  cu 


300  in  the  U.  S.,  plus  seven 
other  brand-new  or  re- 
designed offerings.  It  was 
one  of  the  biggest  product 
outpourings  ever  at  Toyota. 


ONTARIO,  CANADA  Toyota  will  double  Corolla  production,  to  200,000. 


JAPAN  AND  ASIA:  INVESTMENT  $4.6  BILLION 


TIANJIN,  CHINA  Toyota  wants  to  build  an  engine  plant  for  the  Charade 


markets.  Manufacturir 
hubs  in  Asia,  North  Ame 
ica,  and  Eiu'ope  vrill  rely  ( 
locally  based  suppliers  ar 
design  teams  to  tailor  vel 


"We  couldn't  find  space  in    sedan,  made  by  30%-owned  Daihatsu.  cles  to  local  tastes.  N 


the  courtyard  to  park  them 
all,"  one  Toyota  insider  re- 
calls with  a  grin. 

It's  an  engineering  tour 

de  force  that  chieftains    g  web  of  regional  suppliers  to  source  its  assembly  in  Thailand.  7,/^^^'; 

from  Detroit  to  Stuttgart   dollar-d 

JAPAN  Toyota  will  open  500  new  dealerships  and  beef  up  marketing  to 
take  on  Honda. 


BANGKOK,  THAILAND  To  boost  its  Thai  output  by  30%,  to  190,000  units, 
Toyota  is  expanding  its  Gateway  plant,  which  makes  the  Soluna  sedan. 

MALAYSIA/INDONESIA/PHILIPPINES  Toyota  is  spending  heavily  to  build 


Detroit  to 
would  die  for.  The  product 
speedup  is  just  one  facet  of 
President  Hii'oshi  Okuda's 
broader  strategy  to  rekin- 
dle the  killer  instinct  at 
Toyota.  That  means  ex- 
tending Toyota's  edge  in 
high-speed,  flexible  caiinak- 
ing.  It  means  shaking  up 
the  company's  insular,  con- 
sensus-driven culture  It 
means  pursuing  perliaps 


EUROPE:  INVESTMENT  $1.9  BILLION 


BURNASTON,  BRITAIN  Doubling  production,  to  200,000  units,  where 
Carina  E  sedans  and  wagons  are  made. 

LENS,  FRANCE  Toyota  is  weighing  a  possible  new  passenger-car  factory 
here  or  elsewhere  on  the  Contment. 

DATA:  ING  BARINGS,  TOYOTA  MOTOR  CORP, 


only  will  Toyota  be  able 
pounce  faster  on  consumi 
trends  and  bypass  region 
trade  barriers,  it  will  re 
on  its  network  of  cheapc 
enominated  par 
and  materials  when  the  y( 
is  strong  and  stoke  up  i 
exports  fi'om  home  when 
is  weak. 

Okuda  isn't  the  only  oi 
who  tliinks  speed  and  ranj 
are  critical.  Ford  Motor  C 
is  pursuing  a  glob 
makeover,  while  Gener 
Motors  Coi-p.  is  piecing  t 
gether  an  assembly-am 
parts  network  in  Southea 


Cover  Story 


Asia.  In  China,  where  Toyota  lags  behind  its  rivals,  Volks- 
wagen boasts  a  55%  market  share.  And  Korean  carmakers  are 
adding  plant  capacity  from  Kazakhstan  to  Indonesia.  "Our 
rivals  are  speeding  up,  so  we  have  to  accelerate  oui-  thinking," 
says  Okuda.  Toyota  is  ah*eady  weU-entrenched  in  the  booming 

car  markets  of  Asia, 
while  Detroit's  Big 
Three  have  the  lion's 
share  of  their  capaci- 
ty in  the  overcrowded  North 
American  and  Eiu'opean  mai'kets. 

Toyota  is  also  turning  up  the 
heat  in  the  U.  S.  Under  the  lead- 
ership of  the  founding  Toyoda 
family,  Toyota  tended  to  be  hy- 
pei-sensitive  about  its  American 
pricing  for  fear  of  worsening 
trade  relations.  By  the  early 
1990s,  with  U.S.  trade  officials 
constantly  harassing  the  Japan- 
ese government,  Toyota  execs 
stopped  talking  about  Global  10, 
a  code  referring  to  Toyota's  goal 
of  grabbing  10%  of  the  global 
market.  That  would  have 
meant  ramping  up 
U.  S.  share. 


Cover  Story 


Extending 
a  Strong 
Lineup 


1998  TOYOTA  SIENNA 


Out  this  fall,  Toyota's 
new  minivan  will  face 
Ford  and  Chrysler 
►Est.  price: 
Below  $24,000 


which  the  diplomatic  Toyodas  shied  away  from  doing. 

Yet  Okuda  is  unflinching  in  his  drive  to  win  back  temtoiy 
from  Detroit  and  get  much  more  globally.  He  will  not  be  sat- 
isfied with  his  eiuTent  global  share,  which  is  around  9.5%  and 
which  puts  him  behind  General  Motors'  17%  and  Ford's  13%. 
"Okuda's  intent,  by  the  middle  of  the  next  decade,  is  to  see 
Toyota  with  10%  to  15%  of  the  global  auto  market,"  figures 
Christopher  W.  Cedergren,  managing  director  of  Nextrend,  a 
consultant  in  Thousand  Oaks,  Calif.  Thanks  to  pricing  incen- 
tives and  aggi'essive  sales  to  car-  rental  fleets,  U.  S.  sales  of 
Toyota's  Camry  sedan  have  vaulted  46%'  so 
far  this  year,  making  it  the  best  seller 
through  Febi-uary.  It  could  beat  the 
Chevrolet  Cavalier,  Ford  Taurus, 
and  Honda  Motor  Co.'s  Accord 
for  top-selling  honors  by 
yearend. 

The  Toyota  Co- 
rolla, and  the  I 
Runner  and  ra\ 
sport-utility  offer- 
ings are  also  sell- 
ing briskly.  AlaiTTied, 
Ford  and  Chrysler'  ai-e 
preparing  small  spoil -utiMty 
models  to  counter  the  kav4.  But  Okuda  is  ah-eady  planning  to 
invade  Detroit's  cash-spinning  minivan  and  large  pickup-track 
categories  over  the  next  several  years.  "The  Japanese  are 
tough  competitors  in  any  segment,  "  says  Jacques  A.  Nasser, 
president  of  Ford's  auto  operations.  Exploiting  the  yen's 
weakness,  Toyota  has  boosted  exports  by  17%  to  the  U.S. 


from  its  factories  in  TDyota  City,  Japan.  Detroit  is  howling.  Yet  ierent 
even  though  Toyota  recently  announced  an  average  price  aiingta 
hike  of  $57  on  most  models,  the  momentum  is  unhkely  to  tiler  of  F 
slow.  U.S.  sales  ai-e  up  32.8%  this  year  and  may  reach  1.2  mil-  toitriva 
hon  vehicles.  That  would  come  to  some  $24  billion. 

As  the  I'est  of  the  automotive  woiid  is  quickly 
leai'ning,  Okuda  isn't  your  tyi^ical,  self-effac- 
ing Toyota  man.  For  one  thing, 
he's  not  one  of  the  Toyodas, 
the  clan  that  founded  and  ran 
the  company  almost  nonstop 
for  decades.  In  1995,  family 
elders  tapped  Okuda  to  take 
over  the  company  from  68- 
yeai-old  Tatsuro  Toyoda,  who 
had  been  waylaid  by  a  str-oke  at  a 

time  when  the  company  seemed  to  have  lost  its  vaunte 
edge.  Now,  the  betting  is  that  Okuda  wil 
not  step  down  until  some  time  after  2000 
A  six-footer  with  longish  sidebumsjllti)'-! 
and  a  jaunty  manner,  Okuda  conveys 
a  slightly  quirky  air  After  spending 
his  entire  car-eer  at  Toyota  in  jobs 
I'anging  from  accounting  and  pur 
basing  to  interiiational  and  domestic 
ales,  he  has  few  rivals  in  his  knowl 


edge  of  the  business.  Nor  in  his  in- 


A  sport  Utility  with  car- 
like handling  and  spiffy 
interior  to  extend  the 
Lexus  brand,  due  in  '98 
►Est.  price:  $35,000 


tensity.  He's  a  nonstop  manager  who  ititjoj 
st-di'ives  every  Toyota  under  de- 
velopment and  many  of  his  ri-ljn 
vals'  products,  makes  about  10  iajimatf 
trips  a  year  ovei'seas  to  conduct 
his  own  "intelUgence  gathering," 
and  personally  vets  every  tele- 
vision ad  before  it  airs. 

He  also  has  a  penchant  for 
blunt  talk.  "He  doesn't  mind  if 
his  points  ai'e  ver-y  clear,  which  ^ 


werlj 


Toyota  1 

«-a$  df 
tee  a 


NEWPORT  BEACH,  CALIF.: 

Recruiting  more  U.  S. 
designers  is  a  priority 


different  from  the  hazy  communications  we  are  used  to 
jaiing  from  Japanese  executives,"  says  auto  analyst  Maiyann 
eller  of  Furman  Selz  Inc.  Two  years  ago,  Okuda  called  his 
etroit  rivals  "stupid"  for  trying  to  import  bulky  cars  ill-suit- 
I  to  Japan's  narrow  side  streets. 

In  January,  Okuda  set  off  a  furor  in  London  by  sug- 
gesting that  Britain's  reluctance  to  join  the  Euro- 
pean Monetary  Union  might  prompt  Toyota 
to  consider  looking  elsewhere  in 
Europe.  That's  not  an  idle 
threat.  Toyota  is  figuring 
out  where  on  the  Conti- 
nent it  will  build  a  $1.6 
biUion  plant.  The  invest- 
ment, which  will  let  the 
company  bypass  stiff  taiiffs  on 
imports,  will  produce  Toyota's 
"Europe  Car."  It  vrill  compete  in 
the  region's  fast-growing  micro- 
car  segment  against  Ford  and 
Fiat.  A  possible  site  for  Toyota 
is  the  rust-belt  town  of  Lens  in 
northern  France. 

Those  who  know  Okuda  aren't 
surprised  by  this  waiTior  spirit, 
ack  in  the  mid-1950s,  at  Hitotsubashi  University  in  Tokyo, 
kuda— a  black  belt  in  judo —  won  a  10-school  com- 
stition  with  his  uchimata  move,  a  side  kick  to  the 
iwer  legs.  It  was  a  good  way  to  bring  a  biggei" 
lan  down.  "He  was  our  hero,"  says 
^ammate  Teruhiko  Suzuki. 
Toyota  has  needed  Okuda's 
i-your-face  approach  for  some 
me.  In  the  early  1990s,  Toy- 
fca  was  developing  what  the 
ipanese  call  "tig-company  dis- 
ase."  Glacial  decision-making 
ad  companywide  arrogance 


LEXUS  1997  ES  300 


/'ildly  popular 
ntiy-level  luxury 
3dan.  Very  smooth 
andling 

■Base  price:  $30,485 


were  resulting  in  major  mistakes. 
Toyota  stuck  with  a  gaggle  of  con- 
servatively styled  sedans  when 
everybody  in  the  U.  S.  and  Japan 
wanted  the  sexy,  off-road  stuff.  It  also  botched  some  key 
product  launches.  It  introduced  the  TlOO  pickup  tnick  in  the 
U.  S.  with  an  underpowered  engine,  and  a  1995  redesign  of 
the  Corolla  for  the  Japanese  market  made  the  car  look  flim- 
sy and  cheap.  Worse,  costs  were  climbing  as  the  yen  sti-ength- 
ened  and  profits  dropped  as  Japan's  recession  deepened. 
ULTRAFRUGAL.  Toyota  started  cutting  costs  before  Okuda 
took  command,  but  he  is  not  letting  up.  Since  1995,  the  com- 
pany has  wi-ung  nearly  $2.5  billion  in  costs  fi'om  the  system, 
mostly  by  figiuing  ways  to  use  fewer  parts  and  stripping 
waste  out  of  production.  This  is  an  astounding  feat,  consid- 
ering how  frugal  Toyota  was  to  begin  with:  To  save  on  light- 
ing bills,  for  example,  it  has  long  been  policy  to  cut  the  pow- 
er to  company  dormitories  during  working  hours. 

Yet  Okuda  has  also  ordei-ed  Toyota  manager's  to  come  up 
with  $800  iTiillion  a  year  in  extra  cuts  every  year  for  the  fore- 
seeable future.  Now,  with  the  yen  having  fallen  50%  vs.  the 
dollar,  it's  payday.  Pretax  profits 

are  expected  to  rise  82%,  to  $5   

billion,  on  $97  biUion  in  sales.   Could  be  the  U.S.'s 
And  even  ii  the  yen  strength-   ,     ,  .  ,<^r- 

ens  again,  analysts  figiu'e  Toyota   Dest-sellmg  Car  m  J(. 
has  lowered  its  breakeven  point   More  features  and  a 
on  manufacturing  to  at  least  80 
yen  to  the  dollar.  Little  wondei' 
the  stock  has  climbed  80%  fi-om 
its  1995  low. 

The  rebound 
may  be  the 


1997  TOYOTA  GAMRYLE 


lower  price  than  the  '9 
►Base  price:  $20,348 


start  of  a  new  raghtmare  for  Detroit.  Okuda  now  plans  a 
"Gi'eat  Leap  Fomard"  in  North  America.  The  goal:  double  to- 
tal vehicle  capacity,  to  1.2  inillion  units,  by  1998.  Toyota  is  ex- 
panding capacity  at  its  Georgetown  (Ky.)  plant,  the  production 
base  of  its  Camry  and  Avalon  sedans.  And  this  fall,  it  will  also 
serve  as  the  launching  pad  for  the  Sienna  minivan,  based  on 
the  Camiy's  V-6  engine  and  chassis  ]3arts.  Analysts  think  the 
Sienna  will  be  the  fii'st  credible  Japanese  entiy  in  tliis  .$28  bil- 
lion minivan  segment.  With  sliding  i-ear  doors  and  front- 
wheel  drive,  it  will  probably  be  priced  below  $24,000. 

In  1999,  Toyota's  new  $700  million  plant  in  Evansville, 
Ind.,  will  start  pumping  out  100,000  TlOO  pickup  trucks.  J. 
Michael  Losh,  (;m's  chief  financial  officer,  remembers  how 
poorly  the  original  TlOO  cUd.  "So  fai;  it  has  been  an  abject  fail- 
ure for  them,"  Losh  says.  "But  having  learned  how  not  to  do 
it,  they'll  learn  and  be  tough."  The 
new  TlOO  will  have  the  roomy 
\     cabin,  rugged  suspension,  and 


TOYOTA  RAV4 


Youthful  zip  in  a  sport 
utility.  Off  to  a  strong 
start.  Faces  hot  Honda 
models  in  the  U.S. 
►Base  price:  $15,538 


Seven  of  the  world's  largest  pharmaceutical  and  medical  research  companies. 
Five  of  the  top  oil  and  gas  producers.  Financial  service  leaders  in  19  countries. 
What  do  they  have  in  common?  For  one  thing,  success  in  brutally  competitive 
fields.  For  another,  64-bit  AlphaServer  "  systems  from  Digital.  Pharmaceutical 
giant  Rhdne-Poulenc  Rorer  manages  a  400-fti7//o^-character  data  ware- 
house with  an  AlphaServer  8400,  delivering  data  to  its  sales  force  30  days 
ahead  of  the  competition.  Sunoco  in  Canada  depends  on  the  speed  and 

scalability  of  DIGITAL  AlphaServer  systems.  AlphaServer 

Now  overachieving 

systems  to  tailor  at  a  company  near  you.  rehneiT  output 

to  fluctuating  market  demand.  High-reliability  AlphaServer  systems  at  the 
New  York  Mercantile  Exchange  deliver  instantaneous  trading  information, 
shrugging  off  disasters  that  might  bring  lesser  systems  to  their  knees.  And 
AlphaServer  systems  deliver  their  world-class  results  running  Windows  NT™ 
or  UNIX*  or  OpenVMS."  If  that  kind  of  overachieving  sounds  good  to  you- 
wherever  in  this  world  you  do  business-call  1-800-DIGITAL.  Or  visit 
www.ads.digital.com/world.  And  make  the  Digital  edge  your  own. 

mam 

Whatever  it  takes.'" 
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extra  horsepower  Toyota 
pickups  have  lacked. 

Meanwhile,  sales  of  the 
present  product  lineup  are 
I'ed-hot.  The  Camry  sells 
for  about  $1,500  less  than 
last  year's  version.  And 
Toyota  is  now  sui)plement- 
ing  its  stock  of  U.  S.-made 
Camrys  with  Japan-made 
models,  thanks  to  the 
cheaper  yen.  "If  they  start 
importing,  there's  no  way 
we  can  beat  them,"  says 
Ross  H.  Roberts,  general 
manager  of  the  Ford  Div. 
of  Ford  Motor  Co.  The 
success  of  the  newly  re- 
designed Lexus  ES  300 
made  it  hard  for  Cadillac 
to  get  its  new  rival  entry 
off  the  gi'ound  (page  114). 
After  years  of  stagnation, 
Toyota's  U.  S.  market 
share  so  far  this  year  has 
advanced  more  than  two 
points,  to  8.6%,  and  likely 

will  head  highei'  when  the  INNOVATIVE  MARKETING:  A  new  Tokyo  dealership  hopes  to  lure  young,  affluent  Japanese 
Sienna  debuts. 


Cover  Story 


If  Toyota  has  a  problem  in  the  U.  S.,  it's  customer  service: 
Buyere  may  love  the  products,  but  they  ai'en't  happy  with  the 
way  they're  treated.  Apart  from  Lexus,  consumers  rank 
Toyota  dealers  just  average,  citing  everything  fi-om  indiffer- 
ent or  shabby  treatment  to  repeated  trips  to  the  service 
bay  to  fix  simple  problems.  Only  42%  of  Toyota  buyers  go 

back  for  another  one, 
while  General  Motors 
manages  to  keep  62% 
of  its  buyers  in  the 
fold.  So  Toyota  is  embarking  on  an  ambitious  progi-am  to  woo 
its  U.  S.  buyers.  It's  changing  incentives  to  rewaixl  agents  for 
customer  service,  teaching  staff  how  to  diagnose  mechanical 
problems  swiftly  over  the  phone,  and  speeding  up  deliveiy 
time  of  vehicles.  Toyota  will  even  sell  over  the  Intemet  to 
those  who  hate  walking  into  a  showToom. 

In  Asia,  the  company  will  sell  sturdy,  simply  desigTied 
CiU-s  to  withstand  the  rigoi-s  of  local  roads.  To  boost  Asian  out- 
put by  ;:!0%-,  to  6(X),0(:M)  ui-iits,  by  1998,  Okuda  wants  a  low-cost 
netw'ork  of  r-egional  supply  lines  and  assembly  hubs.  For  in- 
stance, Toyota  Motor  Thailand's  plant  in  Samrong  takes  in 
power-steering  components  from  affiliated  suppliers  in 
Malaysia  and  engines  in  Indonesia  for  the  Corona  and  Corol- 
la sedans  the  company  sells  to  the  whole  region. 

Toyota's  strategy  of  customizing  its  cars  to  suit  local  tastes 
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is  off  to  a  strong  start  as  well  with  the  successful  Janua 
launch  of  its  Soluna  four-door  sedan.  Built  in  Thailand  w 
700  locally  made  parts,  it  boasts  the  kind  of  fiiel  efficiency  a 
compactness  that  will  appeal  to  the  swelling  urban  worki 
class  in  Bangkok.  So  should  its  price,  starting  at  abo 
$18,000,  wiiich  undercuts  Honda's  City.  Toyota's  market-le£ 
ing  share  in  Southeast  Asia  should  rise  fi'om  21%  to  25^f 
2000  even  as  the  competition  heats  up. 
BOTTLENECK.  Of  com'se,  tlu'owing  gobs  of  money  at  problei 
is  one  thing.  Pulling  off  a  cultm-al  overhaul  to  make  traditic 
shackled  Toyota  more  multinational  in  outlook  is  far  tricki 
Okuda  concedes  it  might  take  yeai"s.  He  has  intensified  effo; 
to  flatten  the  corporate  pyi'amid  at  headquarters,  to  tetl: 
pay  to  performance  rather  than  seniority,  and  to  promote 
legion  of  fiustrated  thirtysomething  managers  hired  dmi 
the  1980s  boom.  Many  older  executives  have  been  strippetl 
fancy  titles  and  given  narrower  responsibihties  to  make  w 
for  younger  execs. 

Yet  old  ways  die  hard.  Toyota  hasn't  managed  to  hire 
many  foreign  designers  as  Okuda  would  like.  And  the  co 
pany's  50-man  board  is  still  packed  with  elders  reared  in  t 
ways  of  neuiawashi,  where  consensus  is  built  up  slowly  a 
big  decisions  made  glacially.  There's  precious  little  of  the  sp 
ited  kind  of  debate  that  can  take  a  good  idea  up  anoth 
notch  or  head  off  problems  early.  "To  be  honest,  I'd  like  to 
away  with  )ie»iaivashi  entirely,"  says  Okuda. 

Still,  over  his  long  careei;  Okuda  has  won  t 
deep  respect  of  many  insiders.  He  spends  a  thi 
of  his  time  at  Toyota  City,  often  chatting  it 
with  the  company's  10,000-plus  engineers  abc 
their  latest  work.  He  makes  a  special  point 
meeting  with  the  younger  engineers,  who  ; 
predate  how  well  Okuda,  an  accountant  by  tra 
ing,  can  gi-asp  the  technical  details.  Toyota's  5,0 
Japanese  dealere  love  him  for  his  recent  moves 
boost  advertising  spending  by  30%  and  to  g 
their  advice  on  marketing. 

Okuda  has  never  benefited  from  any  fam 
connections.  The  Okudas  grew  up  outside 
Nagoya,  where  Hii-oslii's  father  managed  a  smt 
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whatever  else  changes  in  healthcare,  quality  is  an  absolute. 
At  Imation,  we  understand.  We're  a  brand  new  $2.2  billion 
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The  fleet  is  one  of  the  youngesf 
In  the  sky.  The  mechanics  trait 
longer  than  some  doctors.  It's 
nice  to  see  an  airline  take  suci 
good  care  of  itself. 
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securities  company. 
)shi  was  very  self- 
vated.  "After  every- 
in  the  family  fell 
3p,  he  often  got  up 
;he  middle  of  the 
it  to  study,"  recalls 
brother  Tsutomu 
da,  now  president  of 
naru  Inc.,  a  depart- 
t-store  chain, 
arly  on,  Okuda  de- 
ped  a  deep  intellec- 
curiosity.  At  judo 
weekend  retreats, 
e  his  pals  guzzled  down  sake,  Okuda  would  be  engrossed 
ame  book,  his  friend  Suzuki  recalls.  Even  these  days, 
da  manages  to  devour  about  a  dozen  or  so  books  a 
th.  He  likes  pihng  through  political  memoirs,  particular- 
le  translated  works  of  Heniy  Kissinger  and  Margaret 
^cher.  And  "when  I'm  bored,  I  go  back  to  my  favorites  by 
;he,"  he  says.  Okuda  can  also  act  in  unorthodox  ways.  In 
sarly  1970s,  when  he  ran  Toyota's  Philippines  operations, 
nee  crossed  a  jungle  to  meet  with  leftist  guerrillas  to  heai' 
t  they  had  to  say. 

kuda  has  the  backing  of  the  powerful  Toyoda  clan,  par- 
arly  the  83-year-old  patriarch,  Eiji,  and  current  chair- 
,  Shoichiro.  Okuda  pushed  hard  to  pry  loose  spending  to 
J  a  plant  in  Taiwan.  It  involved  protracted  negotia- 
3,  and  Eiji  had  his  doubts.  But  Okuda  prevailed,  and 
)ta's  midsize  Corona  has  been  a  big  hit  in  Taiwan.  Oku- 
vas  also  the  architect  be- 

the  1986  construction  of 
3ta's  Kentucky  plant,  now 
liggest  in  the  U.  S. 
:t  MOVIES.  Okuda,  together 
I  Shoichiro  Toyoda,  also 
ed  a  big  behind-the-scenes 
in  defusing  the  U.  S.-Japan 
i-trade  row  back  in  1995. 
1  Washington  trade  war- 
s  ready  to  slap  a  100% 
tive  tariff  on  Japanese  lux- 
vehicles,  the  two  quietly 
losed  Toyota's  future  pur- 
;ing  plans  for  U.  S.  parts. 
;r  companies  followed.  The 
e  infuriated  hard-liners  at 
^n's  powerful  Ministiy  of  In- 
ational  Trade  &  Industry, 
it  ended  the  crisis, 
et  Okuda  can't  focus  sim- 
on  the  U.  S.  and  Europe. 
has  his  hands  full  at  home, 
re  Toyota  has  been  blind- 
d  by  Honda,  a  company 
third  its  size.  Always  a  po- 

rival  in  the  North  Ameri- 
market,  Honda  has  taken 
ig  bite  out  of  Toyota's 
inese  sales  with  its  Odyssey 
ivan  and  CR-v  four-wheel- 
e  sport  utility.  Last  year, 
3ta's  market  share  fell  be- 
40%  for  the  first  time  in 
rears  as  buyers  flocked  to 
CR-v  and  other  trendy  ve- 
!s.  "Everybody  wants  a  car 
'  can  drive  around  the  foot 


Cover  Story 


EVANSVILLE,  IND.:  Okuda  mid  a  local  elementary -school 
student  at  the  groundbreaking  of  a  new  truck  plant 


of  Mt.  Fuji,"  laments  Yatsuhiro  Itakura,  general  manager  of 
Toyota  Tokyo  Corolla. 

Convinced  that  losing  even  a  few  points  of  share  is  a  dan- 
gerous development,  Okuda  has  thrown  down  the  gauntlet. 
The  company's  three 
major  design  studios 
in  Toyota  City  have 
pumped  out  an  array 
of  rival  entries,  such  as  the  Ipsum  minivan  and  Spacio  sta- 
tion wagon.  And  he  has  stepped  up  dealer  incentives,  esti- 
mated at  $1,500  per  vehicle,  to  send  these  offerings  flying 
out  of  the  showi'oom.  In  February,  Toyota's  market  share 
jumped  to  39.5%,  still  shy  of  Okuda's  *40%  goal.  Stifl,  few 
doubt  he  will  pull  out  all  the  stops  to  recover  this  mark  by 
yearend.  "Toyota  will  not  just  sit  back  and  do  nothing," 
vows  Kanji  Kurioka,  executive  vice-president  for  domes- 
tic sales. 

To  make  sure  Toyota  is  never  caught  off  guard  again, 
Okuda  keeps  pushing  his  engineers  to  speed  up  the  time  it 
takes  to  turn  a  styling  concept  into  the  real  thing.  Until  re- 
cently, Toyota's  24-month  product-development  cycles  were  the 
gold  standard.  Ford  and  others  had  been  scrambling  to  reach 
the  same  level. 

WARP  SPEED.  But  Toyota  terrified  rivals  last  year  by  an- 
nouncing the  development  of  its  recently  launched  Ipsum  in 
a  record  15  months.  "Actually,  it  was  14^  months,"  brags  Ak- 
ihii'o  Wada,  an  executive  vice-president,  head  of  research  and 
development,  and  one  of  the  most  respected  executives  at 
Toyota.  To  speed  things  up,  Wada  and  his  team  focused  on 
the  underbody  development  first — including  the  powertrain 
and  chassis — and  worked  off  of  only  one  prototyjje  instead  of 

two.  Also,  Okuda  and  Wada 
made  sure  the  design-and-pro- 
duction  engineers  collaborated 
early  in  the  process,  saving 
months  of  time. 

Unless  there's  a  break- 
through in  engineering,  Wada 
figures  his  designers  have  prob- 
ably hit  the  human  limit  for 
product  development.  That's 
why  Okuda  is  spending  big  on 
the  company's  PC  21  program 
to  produce  an  engine  with  few- 
er parts  made  at  a  cost  one- 
third  lower  than  current  en- 
gines. Wada  is  mum  on  the 
subject,  but  a  top  finance  official 
created  a  stir  late  last  year  by 
suggesting  Toyota  is  close.  Oku- 
da is  doing  everything  possible 
to  make  it  happen.  Some  ob- 
servers in  Detroit  think  this 
may  simply  be  a  low-tech,  push- 
I'od  engine.  But  others  suspect 
liiat  Toyota  will  figure  out  how 
to  make  its  superefficient,  high- 
tech overhead  cam  engine  with 
far  fewer  parts.  Such  a  feat 
would  significantly  widen  the 
efficiency  gap  between  Toyota 
and  Detroit.  The  company  has 
also  announced  a  breakthrough 
in  making  affordable  hybrid  en- 
gines that  rely  on  both  electric 
batteries  and  gasoline. 

If  all  this  weren't  enough, 
Okuda  recently  shocked  ana- 
lysts by  vowing  to  generate 


10%  of  company  sales  from  nonauto  businesses  by  2000 — 
some  $10  billion  in  revenue.  Toyota  already  has  a  sizable 
prefabricated-housing  business  and  stakes  in  30-odd  tele- 
communications and  broadcasting  outfits.  The  company  is 

also  making  a  big 
push  into  leisure 
boats  and  looking  se- 
riously at  producing 
engines  for  the  small-aircraft  industry.  It  seems  dicey, 
considering  all  the  competition  in  autos.  But  Okuda  figures 
that  industries  prosper  and  then  decline  in  half-century 
cycles.  If  that  holds  true  for  autos,  he  wants  Toyota  to  be 
prepared. 


Cover  Story 


Add  it  all  up,  and  it's  clear  that  Okuda  has  Toyota  mo 
at  uncharacteristic  speed.  The  burning  question  is  how 
Toyota  can  keep  it  up.  Okuda  admits  he's  worn  out  ft'om 
travel  schedule  and  often  complains  about  the  heavy  seci 
entourage  that  can  cut  him  off  from  the  rank  and  file' 
really  don't  enjoy  being  accorded  all  this  careful  treatme' 
he  says.  But  don't  expect  this  dedicated  workhorse  to  let 
Better  to  count  on  this  most  unusual  Japanese  executiv 
cast  a  meticulous  eye  on  the  thousands  of  tiny  details 
make  a  gi'eat  car  company. 

By  Brian  Bremner  in  Tokyo,  with  Larry  Armstrong  in 
Angeles,  Kathleen  Kerwin  and  Keith  Naughton  in  Det. 
and  bureau  reports 


WILL  LEXUS  RUN  RINGS  AROUND  CADDY'S  NEW  BABY? 


Cadillac  execs  in  Detroit  were 
looking  for  an  import  stopper — 
a  luxury  sedan  that  would 
appeal  to  American  baby  boomers 
hooked  on  sleek  foreign  models.  The 
influx  of  new  buyers  would  also  help 
ease  Cadillac's  dependence  on  the 
aging  owners  of  the  company's  main 
model,  the  Deville.  So  they  gussied 
up  an  Opel  Omega  from  parent  Gen- 
eral Motors  Corp.'s  European  sub- 
sidiary, showed  it  off  at  auto  shows 
for  a  couple  of  years,  and  launched  it 
last  fall  with  a  quirky  ad  campaign 
as  the  Catera,  the  Caddy  that  zigs. 

Catera  never  got  much  of  a  honey- 
moon. Last  October,  Toyota  Motor 
Corp.  introduced  a  redesigned  ver- 
sion of  its  entiy-level  luxury  sedan, 
the  industry-leading  Lexus  ES  300. 
To  make  Hfe  even  more  difficult  for 
the  likes  of  Cadillac,  the  Japanese 
carmaker  cut  $2,500  off  the  stick 
er  price.  At  $30,395,  the 
ES  300  under- 
cut the  Ca- 
tera by  $240. 
By  the  end  of 
January,  Lex- 
us was  seUing 
more  ES  300s  a 
month  than 
Cadillac  had  sold 
Cateras  since  its 
launch. 

STALLED.  To  be 

siu'e,  the  es  300  is 
an  estabhshed 
brand,  while  Cadillac 
is  starting  from 
scratch  with  the  Catera.  And  Cadil- 
lac is  continuing  to  shai-pen  its  mar- 
keting skills.  It  quickly  dumped  a 
commercial  shown  during  the  Supei- 
Bowl  featiuing  model  Cindy  Craw- 
ford in  a  leather  miniskirt  that  irked 
some  of  the  professional  women  Ca- 
tei'a  was  trying  to  attract.  And  in  re 
sponse  to  dealer  demands,  Cadillac 


began  running  print  ads  comparing 
Catera's  price  and  features  to  rival 
offerings,  including  the  ES  300. 

In  anothei'  nod  to  its  dealers, 
Cadillac  in  late  January  added  a  fac- 
tory-sponsored lease  pro- 
gram that  cut  monthly 
payments  on  a  Catera 
from  $452  to  $399.  That 
amounts  to  a  subsidy  of 

1,100  per  car,  says 
Arthur  M.  Spinella,  vice- 
president  of  CNW  Mar- 
keting/Research Inc.  in 
Bandon,  Ore.  Rivals 
say  such  a  deep  rebate 
on  a  four-month  old 
car  is  a  sign  of  des- 
peration. But  GM  ex- 
ecutives insist  the 
new  lease 


simply 
matches  deals  they 
say  some  Lexus  dealers  are 
offering  on  the  ES  300.  In  any  event, 
Catera  sales  in  Februaiy  jumped  to 
2,232  cars.  Still,  Lexus  sold  4,126. 

While  the  leasing  progi-am  is  help- 
ing, Cadillac  must  also  assure  buyers 
that  the  Catera  is  here  to  stay.  In  an 
attitude  study  among  people  in  the 
market  for  near-luxury  cars,  CNW 
Marketing/Research  found  that  most 
of  them  were  skeptical  that  Cadillac 
would  stand  behind  the  Catera  for 


long.  The  feeling  stems  from  Cadil- 
lac's reputation  for  promoting  cars  a 
auto  shows  and  then  abandoning 
them,  and  for  products,  such  as  the 
Allante  convertible  that  are  intro- 
duced and  then  disappear.  Says 

Spinella:  "No  one  wants  to 
be  stuck 
driving  an 
orphan." 

One  bitter- 
sweet advan- 
tage for  Catera 
Toyota  can't 
build  ES  300s 
fast  enough  to 
meet  customer 
cravings  for  the 
Sales  have  been 
limning  20%  high- 
er than  Toyota  ex- 
pected, so  dealers 
have  only  a  five-day 
supply,  compared 
with  66  days  for  the 
Catera.  Toyota  will 
try  to  remedy  that 
later  this  year  by 
building  the  ES  300  in 
its  Kyushu  facto- 
ry as  well  as  in 
Toyota  City. 

Meanwhile,  in- 
stead of  waiting, 
some  would-be  ES 
300  buyers  are  de 
fecting  to  the  Catera.  "If  we  can't  ge 
them  an  es  300  in  a  reasonable  time, 
rather  than  lose  a  customer,  we'll 
show  them  the  Catera,"  says  Ken- 
neth Greene,  general  manager  of  Sil- 
ver Star  Motor  Car  Co.,  a  dealership 
in  Thousand  Oaks,  Calif.,  that  has 
both  Lexus  and  Cadillac  franchises,  i 
"And  some  who  have  looked  at  the  | 
Catera  have  bought  one."  For  the  \ 
newest  Caddy,  every  httle  bit  helps.  ' 

By  Larry  Armstrong  in  Los  Ange 
les,  with  Kathleen  Kerwin  in  Detroit 


CATCH-UP: 

Lease  deals-and 
a,  shortage  of 
Lexus  ES  300s- 
may  help  Caddy 


Success  starts  with  an  attitude.  A  confidence 
that  you  can  integrate  ideas  with  knowledge  to  change 
forever  the  way  business  approaches  a  challenge. 
The  greater  the  resources,  the  greater  the  possibilities. 


www.credit-suisse.com/fb 


Finance 


FIRST  QUARTER  MUTUAL  FUNDS  SCOREBOARD 


AFTER  THE  '96  FIREWORKS 
'97  LOOKS  PRETH  DRAB 

It's  not  exactly  a  disaster,  but  you  can  forget  about  those  30%  returns 
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For  the  past  two  years,  making- 
money  in  mutual  fimds  seemed  no 
harder  than  writing  a  check.  But 
1997  is  unfolding  as  a  different 
stoiy.  Interest  rates  are  jjushing  liigher, 
small-cap  stocks  are  heading  lower,  and 
piices  for  high-tech  stocks  are  in  a  near- 
meltdown.  As  a  result,  fund  returns 
earned  so  far  this  year  are  barely  in 
the  black.  The  total  return  for  the  av- 
erage equity  mutual  fund  is  just  1.1%, 
vs.  7.1%  for  the  Standard  &  Poor's  500- 
stock  index  (through  Mar.  24).  Fund  re- 
turns are  prepared  for  BUSINESS  WEEK 
by  Morningstar  Inc. 

But  behind  those  averages  are  some 
wide  divergences  in  performance.  Most 
funds  that  invest  in  large-cap  stocks  are 


still  faiing  well.  That's  because  investors 
have  been  increasingly  flocking  to  large- 
company  stocks  like  those  in  the  s&p 
500,  or  buying  index  funds  outright.  The 
Vanguard  Index  500  Portfolio,  which 
replicates  the  s&p  500,  is  now  the  sec- 
ond-largest equity  mutual  fund  and  is 
taking  in  cash  at  a  rate  of  over  $200 
million  a  week.  As  more  investors  buy 
s&p  500  funds,  more  money  is  spent  on 
those  same  500  stocks,  and  the  harder  it 
becomes  to  beat  the  index.  All  but  two 
of  the  10  largest  equity  funds  are  trail- 
ing the  s&p  500  index  (table). 

Returns  drop  off  quickly  for  funds 
that  invest  in  mid-cap  and  small-cap 
stocks.  Worst  of  all  are  the  results  from 
the  small-cap  growth  funds.  They're 
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down  over  9%,  even  worse  than  the 
turns  from  the  Japanese  funds,  wh 
are  suffering  from  a  sinking  yen  in 
dition  to  sagging  stock  prices.  E\|f,eeii(iof 
pui'e  technology  fimds  posted  better 
turns,  down  6.9%,  because  on  avers 
they  own  much  larger  companies 
the  small-cap  gi'owth  fimds. 

The  poorest-perfoiTning  fimds  for 
first  quarter  include  a  host  of  w( 
known  small-cap  growth  funds  tl 
soared  in  years  past:  pbhg  Emerg: 
Growth,  American  Century-20th 
tury  Giftrust,  and  pimco  Opportunity 
funds.  The  three  are  down  over 
each  (table).  "We  buy  the  compan 
vrith  the  highest  absolute  growth 
and  when  the  market  gets  appreb 
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The 

Best 
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TOTAL  RETURN* 

AMERICAN  HERITAGE       _  51.79% 

LEXINGTON  TROIKA  DIALOG  RUSSIA  46.44 

MERRILL  LYNCH  MIDDLE  EAST/AFRICA  B  21 .74 

MORGAN  STANLEY  LATIN  AMERICAN  A  1 8.27 

MERRILL  LYNCH  LATIN  AMERICA  B  1 7.68 

TCW/DW  LATIN  AMERICAN  GROWTH  1 7.57 

T.  ROWE  PRICE  LATIN  AMERICA  17.43 

GOVETT  LATIN  AMERICA  A  17.15 

FIDELITY  LATIN  AMERICA  ^  16.09 

SCUDDER  LATIN  AMERICA  16.03 

FEDERATED  LATIN  AMERICAN  GROWTH  A  1 5.94 

INVESCO  LATIN  AMERICAN  GROWTH  1 5.69 

CALVERT  NEW  AFRICA  A  15.55 

KEYSTONE  FUND  OF  THE  AMERICAS  B  15.20 

IVY  LATIN  AMERICA  STRATEGY  A  14.57 


TOTM.  RETURN* 

MORGAN  STANLEY  EMERGING  MARKETS  A  1 1 .51% 

EV  MARATHON  EMERGING  MARKETS  1 1 .08 

GT  LATIN  AMERICA  GROWTH  A       _  10.80 

LEGG  MASON  EMERGING  MARKETS  PRIM.  1 0.56 

INVESCO  STRATEGIC  FINANCIAL  SERVICES  10.40 

RYOEXNOVA  10.37 


TEMPLETON  LATIN  AMERICA  I  14.29 

VONTOBEL  EASTERN  EUROPEAN  EQUITY  13.36 

BT  INVESTMENT  LATIN  AMERICAN  EQUITY  13.21 

FIDELITY  SELECT  REGIONAL  BANKS  13.14 

FEDERATED  EMERGING  MARKETS  A  _  1 2.92 

EXCELSIOR  EMERGING  AMERICAS  12.12 

OAKMARK  SELECT  12.00 

DELAWARE  EMERGING  MARKETS  A  11.75 

SIFETRUSTI  11.72 

SCUDDER  EMERGING  MARKETS  GROWTTH  1 1 .59 


JOHN  HANCOCK  REGIONAL  BANK  B  10.22 

SELIGMAN  HENDERSON  EMRG.  MKTS.  GR.  A  10.16 

EV  MARATHON  GREATER  INDIA  10.15 

QUANTITATIVE  FOREIGN  FRONTIER  ORD.  10.06 

U.S.  GLOBAL  LEADERS  GROWTH  9.85 

SSGA  EMERGING  MARKETS  9.74 

RESERVE  LARGE-CAP  VALUE  EQUITY  A  9.61 

TOCQUEVILLE  INTERNATIONAL  VALUE  9.48 

FIDELITY  SELECT  HOME  FINANCE    _  9.46 

CENTURY  SHARES   9.33 

NICHOLAS-APPLEGATE  EMRG.  CNTRY.  A  9.30 

MONTGOMERY  EMERGING  MARKETS  R  9.23 

PHILADELPHIA  9.21 


Emerging 
markets 
funds  move 
to  the  head 
of  the  pack, 
especially 
those 
focusing 
on  Latin 
America 
and  Eastern! 
Europe 


PIONEER  EMERGING  MARKETS  A  9.14 

AMSOUTH  EQUITY  9.09 

LONGLEAF  PARTNERS  REALTY  9.09 

FIDELITY  SELECT  FINANCIAL  SERVICES  8.98 

GIT  WORLDWIDE  GROWTH  8.91 

MERRILL  LYNCH  DEV  CAP  MKTS.  B  8.79 


,  these  are  the  stocks  that  get 
ided  the  most,"  says  Gary  L. 
rim,  chief  investment  officer 
the  PBH(J  funds.  "But  over 
we've  found  the  returns 
e  it  worthwhile  to  live  thi'ough 
volatility."  So  don't  expect  the 
lagers  of  these  beaten-down 


Big  Funds  Trail  the  Market 


hange  the  character  of  your 
I,"  says  Glenn  Fogle,  lead  man- 
•  of  Giftrust. 

i  CREAM.  Ironically,  the  quar- 
;  best-performing  fund,  Amer- 
Heritage  Fund,  is  classified 
Morningstar  as  a  small-cap 
vth  fund,  but  it's  in  a  class  all 
tself.  A  onetime  high-flier,  the 
1  had  $150  million  in  assets  in 
I.  Then  it  plunged  in  1994,  and 
he  end  of  1996,  the  fund's  net  asset 
le  (nav)  was  down  57%.  Investors 
;emed  in  droves  duiing  those  years, 
;h  contributed  to  the  losses.  Portfo- 
nanager  Heiko  H.  Thieme  says  he 
)aded  many  winners  such  as  IBM 
Philip  Monis  to  meet  redemptions, 
ing  large,  illiquid  positions  in  ob- 
•e  companies.  One  such  holding,  the 
.ish  biotech  firm  Senetek  PLC,  now 
prises  half  the  fund's  $20  million  in 
its.  The  stock's  nearly  tripled  this 
r,  and  it's  the  reason  for  the  fund's 
)und.  The  firm  makes  beauty  ci'eams 
aging  skin,  and  its  male  impotence 


NET  ASSETS 

TOTAL 

FUND 

BILLIONS 

RETURN* 

FIDELITY  MAGELLAN 

$53.8 

3.16% 

VANGUARD  INDEX  500  PORTFOLIO 

34.6 

7.20 

INVESTMENT  COMPANY  OF  AMERICA 

32.8 

6.76 

W/ASHINGTON  MUTUAL  INVESTORS 

27.7 

7.81 

FIDELITY  GROWfTH  &  INCOME 

26.3 

5.37 

FIDELITY  CONTRAFUND 

25.0 

1.77 

FIDELITY  PURITAN 

19.4 

4.93 

AMER,  CENT-20TH  CENT  ULTRA  INV. 

19.0 

1.53 

VANGUARD/WINDSOR 

18.1 

5.91 

VANGUARD/WINDSOR  11 

17.3 

5.83 

APPRECIATION  PLUS  REINVESTMENT  Of  DIVIDENDS  AND  CAPITAL  GAINS  BEFORE  TAXES, 
JAN-  1-MAR  24,  1997 
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drug  is  currently  in  trials  in  Great 
Britain. 

Still,  American  Heritage  Fund  is  more 
of  a  fluke  than  a  harbinger  of  better 
times  for  small-cap  growth  funds.  This 
year's  fund  returns  are  a  continuation 
of  trends  that  began  in  the  middle  of 
1996.  That's  when  small-cap  stocks 
peaked  and  lost  their  leadership  posi- 
tion in  the  bull  mai'ket.  After  the  mai-ket 
swooned  in  early  summer,  the  blue-chips 
came  back  like  gangbusters  while  small- 
caps  and  mid-caps  stniggled  and  many 
ultimately  sank.  Since  mutual  funds,  on 
average,  invest  in  smaller  companies 
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TOTAL  RETURN* 

TOTAL  RETURN* 

CALVERT  STRATEGIC  GROWTH  A 

-26.42% 

PBHG  SELECT  EQUITY 

-15.26% 

PARKSTONE  SMALL  CAP.  INV.  A 

-20.86 

DOMINION  INSIGHT  GROWTH 

-15.25 

PBHG  EMERGING  GROWTH 

-19.40 

WARBURG  PINCUS  JAPAN  OTC  COMM. 

-15.03 

PIMCO  OPPORTUNITY  C 

-19.39 

PERKINS  OPPORTUNITY 

-14.72 

AMERICAN  CENT-20TH  CENT  GIFTRUST 

-19.27 

PIN  OAK  AGGRESSIVE  STOCK 

-14.70 

lAI  EMERGING  GROWTH 

-18.89 

FIDELITY  SELECT  NATURAL  GAS 

-14.69 

BB&T  SMALL  COMPANY  GROWTH  A 

-18.78 

STEIN  ROE  CAPITAL  OPPORTUNITIES 

-14.41 

PBHG  CORE  GROWTH 

-18.67 

VAN  WAGONER  POST-VENTURE 

-14.40 

GOVEn  SMALLER  COMPANIES  A 

-18.59 

VAN  WAGONER  MICRO-CAP 

-14.38 

FORTIS  ADVANTAGE  CAP  APP  A 

-18.58 

FIDELITY  JAPAN  SMALL  COMPANIES 

-14.23 

TCW/DW  SMALL  CAP  GROWTH 

-18.28 

MFS  AGGRESSIVE  SMALL  CAP  EQUITY  A 

-14.22 

VAN  KAMPEN  AMER.  CAP  AGGR.  GR.  B 

-18.04 

PHOENIX  SMALL  CAP  A 

-13.94 

PBHG  GROWTH 

-17.66 

PUTNAM  OTC  &  EMERGING  GROWTH  A 

-13.89 

OBERWEIS  EMERGING  GROWTH 

-17.39 

BERGER  NEW  GENERATION 

-13.71 

COMPASS  CAPITAL  SM,  CAP  GR.  A 

-17.23 

FIRST  AMERICAN  TECHNOLOGY  B 

-13.71 

IVY  GLOBAL  SCIENCE  &  TECHNOLOGY  A 

-17.13 

IVY  EMERGING  GROWTH  A 

-13.64 

VAN  WAGONER  EMERGING  GROWTH 

-16.86 

NICHOLAS-APPLEGATE  EMRG.  GROWTH  C 

-13.45 

JOHN  HANCOCK  DISCOVERY  B 

-16.69 

SHELBY 

-13.36 

STEADMAN  TECHNOLOGY  GROWTH 

-16.67 

MAnHEWS  KOREA 

-13.22 

TCW/DW  MID-CAP  EQUITY 

-16.65 

VICTORY  SPECIAL  GROWTH 

-13.15 

AMERICAN  CENI-20TH  CENT  VISTA  INV. 

-16.20 

RESERVE  EMERGING  GROWTH  A 

-13.15 

PBHG  TECHNOLOGY  &  COMMUNICATIONS 

-15.89 

FIDELITY  SELECT  DEVELOPING  COMM 

-13.12 

PBHG  LIMITED 

-15.85 

KEY  SBSF  CAPITAL  GROWTH 

-12.96 

STRONG  SMALL  CAP 

-15.73 

OVERLAND  EXPRESS  STRATEGIC  GROWTH  A-12.87 

JOHN  HANCOCK  SPECIAL  EQUITIES  B 

-15.39 

STAGECOACH  AGGRESSIVE  GROW/TH  A 

-12.83 

than  are  in  the  s&P  500,  their  re- 
sults have  lagged  as  well. 

The  performance  imttern  in  in- 
ternational equity  and  bond  funds 
is  a  carryover  fi'om  1996  as  well. 
Diversified  emerging  markets 
ftmds  are  beating  the  more  main- 
stream foreign  funds.  Likewise, 
emerging  markets  bond  ftmds  are 
far  ahead  of  general  international 
bond  funds.  They're  leading  do- 
mestic convertible  and  high-yield 
bond  funds  as  well.  Both  taxable 
and  tax-free  funds  had  a  break- 
even quarter,  with  interest  income 
offsetting  declines  in  nav  caused 
by  rising  rates. 

For  most  investors,  the  first 
quarter's  returns  are  more  disap- 
pointing than  disastrous.  There's 
nothing  yet  to  suggest  the  pubUc 
has  lost  its  appetite  for  ftmds.  In  the 
first  two  months  of  1997,  equity  funds 
netted  some  $50  billion,  a  pace  that,  if 
kept  up  thi'ough  the  year,  would  cer- 
tainly set  a  new  record.  But  Robert 
Adler  of  amg  Data  Services  Inc.  says 
the  pace  is  slowing.  He  says  equity 
funds  only  took  in  about  $6  billion  in 
the  first  two  weeks  of  March,  and  in- 
vestors are,  on  balance,  pulling  out  of 
the  aggi'essive  small-company  ftmds. 

Sure,  savvy  investors  should  be  able 
to  earn  more.  But  how?  Riding  the 
crest  of  the  index  boom?  That's  what 
they're  doing  at  Flex-funds  Muirfield 


Many 
highfliers 
of  the  last 
two  years 
are  now 
logging  large 
losses. 
Most  are 
small-cap 
growth  or 
technology 
funds 
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Fund,  which  has  80%  of  its  assets  in 
an  s&p  index  fund.  "Our  discipline  tells 
us  to  go  with  the  funds  that  are  per- 
forming best,"  says  Robert  S.  Meeder 
Jr.,  the  portfolio  manager.  Bottom-fishing 
among  the  bludgeoned  small-cap  gi'owth 
funds?  That's  an  interesting  contrarian 
bet,  but  there  are  few  signs  that  the 
bear  market  for  these  funds  is  over. 

Since  gi'owth  stocks  are  on  the  ropes, 
many  fund  strategists  see  the  best  o|> 
poitunities  in  "value"  funds.  These  funds 
buy  stocks  with  price-to-eamings  ratios 
and  piice-to-book  value  ratios  that  are 
below  the  market  average.  Some  of  the 
best  peifomiers  for  the  quailer  ai*e  from 
the  value  camp — the  Oakmark  Funds 
managed  by  Chicago-based  Hams  As- 
sociates. The  Oakmark  Select  Fund, 
launched  Nov.  1,  is  up  25%  since  incep- 
tion and  12%.  so  far  this  yeai'. 
BIGGER  BITE.  Portfolio  manager  William 
NygTen  invests  in  just  20  stocks,  with 
half  the  assets  in  the  five-largest  hold- 
ings. Tlie  newcomer  has  scored  big  with 
takeovers.  First  usa  and  McDonnell 
Douglas.  Such  concentration  has  risks: 
An  investment  gone  bad  will  take  a  big- 
ger bite  out  of  the  portfolio.  Because  it 
invests  in  smaller  companies,  sister  fund 
Oakmark  Small  Cap  sjjreads  its  money 
over  50  stocks.  That  fund  is  up  8.2%  this 
year  on  top  of  last  year's  39.8%.  Oak- 
mark's  management  says  it  will  consider 
closing  the  fund,  now  with  $648  million  in 
assets,  when  it  reaches  $750  miUion. 

To  liven  up  their  portfolios,  investors 
might  look  to  the  emerging  markets,  es- 
pecially to  Latin  America,  Eastern  Eu- 
rope, and  Aiiica.  The  Latin  fimds,  the 
only  fimd  categoiy  to  eani  double-digit 
returns  in  the  fii'st  cjuarter,  are  on  a  roll 
that  began  last  year.  Now,  the  whole  re- 
gion is  picking  up  momentum.  "People 


The  Bond  Fund  Leadera 


TAXABLE  FUNDS 

TOTAL  RETURN* 

PHOENIX  EMERGING  MKTS.  BOND  A  5.80% 
SCUDOER  EMERGING  MARKETS  INCOME  5.29 
T  ROWE  PRICE  EMERGING  MKTS.  BOND  4.81 
FIDELITY  NEW  MARKETS  INCOME  4.38 
ASTRA  ADJUSTABLE  U.S.  GOVT  SECS.  I  4.26 
FIDELITY  ADVISOR  EMERGING  MKTS.  INC.  T  4.22 
BEAR  STEARNS  EMERGING  MKTS.  DEBT  A  4.00 
NORTHEAST  INVESTORS  3.98 
MORGAN  STANLEY  W/ORLDW/IDE  HI-INC.  A  3.77 
BT  INVESTMENT  GLOBAL  HIGH-YIELD  SECS. 3.70 


TAX-FREE  FUNDS 

TOTAL  RETURN 

SOUTH  DAKOTA  TAX-FREE  1.14°/ 
STRONG  HIGH-YIELD  MUNICIPAL  BOND  1.11 
DAVIS  TAX-FREE  HIGH  INCOME  B  1 .08 

LORD  ABBEH  TAX-FREE  INCOME  WA  A  1.04 
VOYAGEUR  NATIONAL  HIGH-YIELD  MUNI.    1 .00 
OCEAN  STATE  TAX-EXEMPT 
RIVERSIDE  CAP  TN  MUNI.  OBLIGATIONS 
COLORADO  BONOSHARES 
EV  MARATHON  MS  MUNICIPALS 
ND  TAX-FREE 


ta 


AVERAGE  OF  1,062  FUNDS 


-0.03      AVERAGE  OF  1,166  FUNDS 


-0.03 
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who  were  reluctant  to  invest  because  of 
the  Mexican  crisis  of  1995  saw  last  yeai-'s 
performance  and  are  coming  back,"  says 
Paul  H.  Rogers,  a  manager  at  the  Scud- 
der  Latin  America  Fund.  Most  of  all,  in- 
vestors are  back  for  the  right  reasons. 
"Economic  growth  has  returned,  and  is 
accelerating  while  inflation  is  coming 
down,"  adds  Alex  de  Bethmarai,  portfolio 
manager  of  the  Federated  Latin  Ameri- 
can Growth  Fund. 

Investors  are  finding  opportunities 
even  in  Africa,  the  world's  poorest  con- 
tinent. One  big  winner  is  Eg^y^jt,  where 
the  stock  market  is  up  about  50%  in  the 
last  three  months.  "Inflation  is  coming 
down,  GDP  gi-owi:h  is  over  4%.,  and  the 
government  is  starting  to  privatize  busi- 
ness," says  Clifford  D.  Mpare,  portfolio 
manager  of  the  Calvert  New  Africa 
Fund,  up  over  15.6%  this  year.  About 
half  the  fund  is  invested  in  South  Africa, 

TOTAL  RETURN* 


which  is  rebounding  after  a  poor  19 
Industrial  stocks  are  up  about  12%,  £ 
the  rand  is  one  of  the  few  cun'enc 
appreciating  against  the  dollar. 

U.  S.  investors  shouldn't  have  to 
pend  on  exotic  markets  to  make  mor 
this  year.  Even  with  a  less-than-nota 
fii"st  quaiter,  many  still  forecast  good 
turns  for  1997.  "I'm  not  running  for  o 
er,"  says  Eric  Kobren,  a  fund  anal; 
who  just  launched  the  Kobren  Insij 
Funds,  a  series  of  thi-ee  funds-of-fun 
"It's  just  that  people  got  used  to  eara 
20%'  01'  30%'  annual  retiuns  with  no  ri 
and  that's  not  going  to  happen  this  yes 
Adds  Robert  J.  Markman  of  Markn 
MultiFunds:  "We'll  alternate  months 
euphoria  and  months  of  despair,  anc: 
yeai'  fi'om  now,  the  mai'ket  will  be  up 
tween  6%  and  12%." 

By  Jeffrey  M.  Laderm 
in  New  Yc 


TOTAL  RETURN* 


LATIN  AMERICA 

15.19% 

UTILITIES 

0.60% 

FINANCIAL 

8.95 

FOREIGN 

0.20 

DIVERSIFIED  EMERGING  MARKETS 

8.34 

NATURAL  RESOURCES 

-1.64 

LARGE-CAP  VALUE 

5.20 

SMALL-CAP  BLEND 

-1.94 

LARGE-CAP  BLEND 

5.04 

PRECIOUS  METALS 

-2.38 

REAL  ESTATE 

4.01 

COMMUNICATIONS 

-2.44 

MID-CAP  VALUE 

3.67 

PACIFIC/ASIA  EX-JAPAN 

-2.46 

EUROPE 

2.83 

DIVERSIFIED  PACIFIC/ASIA 

-3.35 

UNALIGNED 

2.58 

MID-CAP  GROWTH 

-3.69 

LARGE-CAP  GROWTH 

2.47 

TECHNOLOGY 

-6.93 

DOMESTIC  HYBRID 

1.94 

JAPAN 

-8.65 

INTERNATIONAL  HYBRID 

1.66 

SMALL-CAP  GROWTTH 

-9.33 

HEALTH 

1.57 

U.S.  DIVERSIFIED  EQUITY  FUNDS 

1.00 

MID-CAP  BLEND 

1.33 

ALL  EQUITY  FUNDS 

1.10 

SMALL-CAP  VALUE 

0.98 

S&P  500  INDEX 

7.09 

WORLD 

0.75 

Latin  American 
and  financial 
funds  lead,  and 
large-caps  still 
show  strength 
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ake    a    critical    Look    at    the  network. 

Time  was,  when  networking  was  relatively  simple.  But  that  was  before  the  Internet,  intranets  and 
K  extranets.  Now  everything's  getting  harder  to  implement,  more  complex,  and  definitely  riskier.  Which 
I  be  worrisome  when  you  have  to  trust  your  mission-critical  business  processes  to  a  network. 

That's  why  you  should  consider  us.  Because,  although  we're  known  as  a  communications  company, 
re  also  very  much  a  supplier  of  information  technology,  with  MCI  Systemhouse'"  recognized  by  industry 
alysts  as  a  Leader  in  client/server  computing.  To  the  point.  Data  Communications  magazine  just  voted 
'  end-to-end  systems  support  one  of  their  "Hot  Products"  for  1997.  And  because  we  create  networks 
ng  proven  architectural  modules,  their  functionality  and  reliability  are  never  in  doubt. 

To  find  out  even  more  about  MCI  networking  solutions,  visit  www.mci.com  or  call  1-800-368-6547. 
re  ready  for  the  most  critical  scrutiny. 


17  MCI  Telecommunications  Corporation  -r       j.L"  /-•r>£io-4--H-5mQ    /->r>iikio*-0  1^^^—  I 

tits  reserved  Is  this  a  great  time,  or  wnat' IS  a  service  mark  ol  MCI  IS   t  111  S   3   grcdL   Lime,OrWnaL.  ■  W  ■ 
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REAL  ESTATE 

FAST,  SMART. 
DANGEROUS' 

Dealmaker  Sternlicht  is 
eyeing  all  of  Westin's  hotels 

For  most  dealmakers,  a  $425  million 
loss  on  a  single  transaction  could 
easily  spell  the  end  of  a  career.  In 
1989,  Bai-ry  S.  Sternlicht,  a  brash  29- 
year-old  partner  at  Chicago's  jmb  Real- 
ty Corp.,  engineered  a  huge  leveraged 
buyout  of  Randsworth  Trust  plc,  a 
British  property  company.  Two  years 
later,  when  the  British  real  estate  mar- 
ket fell  apart,  Randsworth  Ti'ust  col- 
lapsed, wiping  out  equity  holders. 

When  he  set  out  on  his  own  that 
year,  though,  he  so  impressed  investors 
with  his  ambitious  plans  to  invest  in 
the  depressed  property  market  that  the 
likes  of  the  Ziff  publishing  family  and 
New  Yoi'k's  Burden  family  invested  $60 
million.  That  was  just  the  beginning. 
He  has  since  raised  $3.3  billion,  which 
has  allowed  him  to  build  a  $5  billion 
portfolio  of  hotels,  offices,  and  land.  He 
has  also  emerged  as  among  the  nation's 
savviest  real  estate  dealmakers,  re- 
warding his  investors  with  returns  av- 
eraging more  than  50%  per  year  since 
1991.  "He  is  veiy  smart,  an  awesome 
player,"  says  Chicago  real  estate  in- 
vestor Samuel  Zell. 

TWO  STARS.  SteiTilicht's  investors  will  no 
doubt  like  him  even  more  in  coming- 
weeks.  Goldman,  Sachs  &  Co.,  which 
owns  50%  of  Westin  Hotel  &  Resorts,  is 
offering  to  sell  the  enth'e  chain  for  more 
than  $1  billion.  His  Stai'wood  Capital 
owns  the  other  half  of  Westin  and  would 
stand  to  more  than  double  the  $273.5 
million  he  paid  for  its  stake  in  1995. 
But  in  an  unusual  twist,  another  Stern- 
licht vehicle,  Stai-wood  Lodging  Tinst,  a 
real  estate  investment 
trust  that  Sternlicht 
created  in  1995,  is  the 
leading  bidder  for  West- 
in. If  vStarwood  Lodg- 
ing, which  is  already 
worth  .$2.6  billion,  buys 
the  entii'e  property,  it 
would  become  one  of 
the  biggest  and  best-po- 
sitioned hotel  companies 
in  the  U.  S.  "What  has 
made  us  dangerous  in 
the  market  is  that  we 
have  real  estate  back- 
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STERNLICHrS  EMPIRE 

STARWOOD  CAPITAL 

(Private  investment  group)  9,300  apartment 
units,  50%  stake  in  Westin  Hotels,  4.3  million 
square  feet  of  office  space,  16,000  residential 
lots.  Assets:  More  than  $3  billion 

STARWOOD  LODGING  TRUST 

(Publicly  traded  REIT)  100  hotels  including  Boston 
Park  Piaza,  Ritz  Carlton  (Philadelphia),  Westin 
Washington  (D.C.),  Westwood  Marquis  (Los  Ange- 
les). Market  capitalization:  $2.6  billion 

DATA  BUSINESSWEEK 


ground  but  we  also  understand  Wall 
Street,"  says  Sternlicht.  With  Westin, 
Starwood  Lodging  would  control  the 
fourth-lai'gest  chain,  a  196-hotel  poitfoUo, 
with  68,971  rooms  and  a  strong  brand 
name  in  a  rapidly  consolidating  industi'y. 

The  son  of  the  president  of  a  small 
manufacturing  company  fi'om  Stamford, 
Conn.,  Sternlicht  has  always  knowTi  he 
wanted  to  do  big  deals.  Just  months  af- 
ter joining  .jmk  from 
Hai-vai'd  business  school, 
he  was  a  key  player  in 
the  Chicago  company's 
$404  million  acquisition 
in  1987  of  real  estate 
developei'  Arvida  Corp. 
from  Walt  DTsney  Co. 
Sternhcht  knew  the  as- 
sets, having  analyzed 
Disney's  real  estate 
holdings  as  part  of  a 
Harvard  project.  "Bar- 
ly  was  just  two  months 
out  of  school,  and  he 


was  opening  doors  fori 
at  Disney,"  says  J| 
President  Neil  G."  BI 

After  leaving  .jmb 
go  it  alone,  Sternli 
showed  his  knack 
finding  value  in  the 
lapsing  real  estate  m| 
ket.  He  picked  up 
million  worth  of  mu 
family  apartments 
dirt-cheap  prices  at  R 
olution  Ti'ust  Corp.  a 
tions.  He  then  sold 
portfolio  for  a  20%  st; 
in  Zell's  Equity  Resid' 
tial  Property  Trust  t^ 
was  worth  $180  mill 
when  the  company  wi 
public  in  1993.  At 
same  time,  Sternli 
was  among  the  first 
start  buying  into  the 
pi'essed  hotel  mai'ket. 
focused  on  urban  an 
where    building  co; 
were  steep  and  exist 
hotel  properties  selli| 
at  a  fraction  of  replai 
ment  cost. 

NO  TAXES.  Sternlic 
key  deal  in  the  ho 
field  was  his  1995  acq 
sition  of  Hotel  Investc 
Ti-ust,  a  troubled  Ri 
that,  due  to  a  legal  wi' 
kle,  was  able  to  simul 
neously  buy  and  mana 
hotels,  unlike  othei'  i 
tel  REITS  that  must  lei 
assets  to  a  managenn 
company.  But  it  still  escapes  coi'pn)-; 
income  taxes  that  burden  eonventiui 
hotel  companies. 

The  REIT,  renamed  Stai-wood  Loils 
is  located  in  Phoenix.  But  Sternlic 
strikes  his  deals  from  a  simple  sub 
office  above  the  main  commercial  stn 
in  Greenwich,  Conn.  This  spring,  he  1 
spent  $587  million  to  acquii'e  15  hot 
and  9  management  contracts  from  Chi* 
go  to  New  Orleans.  And  he's  trying 
develop  a  partnership  with  Ian  M 
Schrager,  who  owns  a  hip  hotel  chain 
Despite  liis  fiirious  dealmaking,  Ste: 
licht  has  few  skeptics.  Yet  when  he  I 
gins  going  head-to-head  with  the  likes 
Hilton,  Sheraton,  and  Mairiott,  the  £ 
ing  may  get  haitler.  Says  jmb's  Bluh 
"He  is  running  fast  and  furious.  But 
may  not  know  when  to  slow  down."  I- 
future  success  may  depend  on  wheth 
he  keeps  remembering  the  humbli 
wipeout  in  his  past. 

By  Kathleen  Morris  in  Los  Angel' 
with  Keith  Felcijn  in  Greenwich,  Con. 


CSA  MEANS 
BUSINESS 

Every  day,  our  Standards,  Product  Testing,  and 
A/lanagement  System  Registration  Services  are 
hard  at  work  in  thousands  of  businesses 
across  the  U.S.  and  worldwide. 

CSA  can  test  and  certify  your  products  to  North 
American  or  international  standards.  Over  one 
billion  products  already  bear  the  CSA  A/lark. 

QMI-a  division  of  CSA-is  North  America's 
leading  ISO  9000  Quality  Standards  Registrar. 
Globally  recognized  and  respected.  QA/II  can 
guide  you  effectively  through  the  registration 
process. 

More  Than  A  Mark 

CSA  is  also  spearheading  standards  develop- 
ment in  such  vital  areas  as  forest  management 
and  personal  information  security.  In  fact,  we 
led  the  development  of  the  new  ISO  14000 
Series  on  the  Environment. 

To  learn  how  CSA  can  A/lean  Business  for  you 
simply  call  1-800-463-6727  today.  Or,  visit 
our  web  site  at  http://www.csa.ca. 


For  a  free  sample  video  call: 

1  -888-NORMAN 1 
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ifILL  KEYCORP 
\l  SHARK  BAIT? 

le  bank  turns  to  fancy  marketing  to  stay  independent 


■ifty-five  stories  above  downtown 
I  Cleveland,  in  his  office  with  a  zebra- 
skin  on  the  floor,  KeyCorp  market- 
:  maven  Stephen  A.  Cone  dicks  on  a 
R.  Up  flashes  an  ad  with  the  bank's 
pitchman,  actor  Anthony  Edwards, 

0  stars  as  the  much-loved  Dr.  Greene 
NBC's  ER  hospital  drama, 
nthony  is  sensitive,  com 
:ent,  and  caring.  Those 
!  the  virtues  we  want 

project,"    says    the  \r 
irded,  tieless  Cone,  who  ' 
trying  to  remake  the 
ik's  fuzzy  image. 
Dr.  Greene's  mar- 
ting  medicine 

1  better  work 
KeyCorp.  The 

7  billion  bank 
s  been  scram- 
iig  since  it  stum- 
sd  in  its  March, 
M,  merger  with 
?iety  Corp.  Unless 
comeback  strategy 
rks  this  year,  Key- 
rp  is  almost  certain 
be  taken  over  Says 
omas  K.  Brown,  an 
alyst  at  Donaldson, 
ikin  &  Jenrette:  "It's 
ing  to  be  a  fun  year, 
ey've  got  to  perform,  or 
;y  won't  be  independent." 
ICK  ADS.  As  Robert  W. 
llespie.    Key's  affable 
airman  and  ceo,  sees  it, 
5  core  of  the  bank's  new 
•ategy  is  aggressive  mar- 
ting.  Whfle  shck  ads  raise 
i  company's  profile,  Key  will 
e  data  banks  to  target  cus- 
ners  by  income,  age,  and 
>te.  The  goal  is  to  hit  the  baby- 
omer  market  hard  by  giving 
!y  a  fresh  and  distinctly  modern 

:0  GILLESPIE 

3's  been  scrambling 
nee  the  1994  KeyCorp- 
)ciety  merger  stumbled 


brand  identity.  Gillespie,  53,  who  had 
been  Society's  ceo,  says  his  plans  are 
not  just  viable  but  visionary.  "We  are 
now  seen  as  a  kind  of  leader  in  this 
new  breed  of  national  bank-based  ser- 
vices," he  says. 

But  Gillespie  may  be  nanning  out  of 
time.  Demographics-driven  marketing 
is  hard  to  execute,  and  Gillespie's  got  a 
lot  of  competition.  Having  a  TV  doctor 
hawking  a  real-life  bank  may  be  too 
gimmicky.  Thomas  H.  Hanley,  an  an- 
alyst at  UBS  Securities,  says:  "It's  too 
early  to  judge  if  the  plan  will  work. 
It  will  take  a  year,  but  a  least 
they  have  a  plan."  The  ceo 
of  a  rival  bank  is  less 
kind:  "They  have  no 
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strategy  that  makes 
any  sense  to  me." 

Gillespie  is  paying  big 
bucks  to  make  his  plan 
succeed.  He  nearly  dou- 
bled   Key's  marketing 
spending,  to  $100  milhon, 
in  1996  and  will  spend  the 
same  in  1997.  Since  1995, 
he  has  plowed  $500  mil- 
ion  into  technology  up- 
grades to  monitor  mar- 
kets and  expedite  credit 
checks  and  loans.  He 
aims  to  push  earnings 
per  share  gi'owth  up  to 
12%  in  each  of  the  next 
three  years  from  last 
year's  7%. 

The  need  for  dramatic 
action  dawned  on  Gilles- 


pie in  mid- 1994  as  the  merger  began 
floundering.  The  two  banks'  fit  had 
been  iffy  from  the  start:  KeyCorp, 
based  in  Albany,  N.Y.,  focused  on 
smaller,  northern  U.  S.  towns,  while 
Cleveland-based  Society  was  a  citified 
corporate  and  trust  bank.  The  merger 
created  a  broad  yet  disparate  new  mar- 
ket stretching  from  Maine  to  Alaska. 
Says  Gillespie:  "I  began  to  question 
the  wisdom  of  consolidating  Key  and 
Society  on  a  1950s  bank  model,"  a  time 
when  bank  managements  could  afford 
to  be  more  relaxed. 
RESCUE  PLAN.  Key's  bottom  line  quickly 
suffered.  Profits  fell  from  $853  million  in 
1994  to  $789  milhon  in  1995  and  $783 
milHon  in  1996.  Concurrently,  other 
banks'  earnings  gi-ew  briskly,  thanks 
partly  to  low  interest  rates.  Key's  stock 
rose  74%  from  1994  to  1997,  well  below 
the  132%  shown  by  the  Standard  & 
Poor's  bank-stock  index. 

Worried  Key  executives  spent  nine 
months  devising  a  rescue  plan,  which 
was  announced  in  March,  1995.  Five 
months  later,  Gillespie  replaced  Victor  J. 
Riley  Jr.,  who  had  also  led  the  old  Key, 
as  CEO.  That  signaled  that  the  new  hank 
would  look  a  lot  more  urban.  Last  No- 
vember, Gillespie  an- 
nounced plans  to  sell  140 
nu'al  branches  and  shutter 
140  more — about  one  fifth 
of  the  total.  Instead,  Key 
will  expand  in  cities. 

Gillespie  also  wants  to 
develop    other  product 
lines.  Key  has  a  toehold 
in  investment  banking, 
and  he  is  scouting  for  a 
life  insurance  company. 
Subprime   auto  lending 
still  looks  good  despite 
some  recent  credit  deba- 
cles. Says  A.  Jay  Meyerson,  who  is 
head  of  KeyCorp's  consumer-finance 
group:  "The  spreads  for  these  loans 
are  very  attractive." 

But  the  major  open  question  is  Cone's 
razzle-dazzle  marketing  schemes.  Since 
joining  Key  nearly  three  years  ago, 
Cone  has  come  up  with  unusual  ideas, 
such  as  making  an  automatic  teller  ma- 
chine at  Cleveland's  Rock  &  Roll  Hall  of 
Fame  resemble  a  1950s  jukebox.  He  re- 
cruited Edwards,  launching  his  ads  dur- 
ing the  1996  Super  Bowl.  "Brand  aware- 
ness has  gone  up  dramatically,  to  50% 
over  all  groups,"  says  Cone. 

Right  now,  it  looks  Uke  KeyCorp,  is 
out  of  the  ER.  But  unless  the  marketing 
bUtz  really  lures  lots  of  new  customers, 
not  even  the  good  Dr.  Greene  will  be 
able  to  save  Key's  independence. 

By  Peter  Galuszka  in  Cleveland 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

ONE-ARMED  BANDITS 
MAY  GET  A  LEG  UP 

Investors  in  Jackpot  Enterprises  (j) 
have  yet  to,  well,  hit  the  jackpot. 
Now  trading  at  10,  the  stock  has  lan- 
guished between  9  and  18  in  the  past 
year,  reflecting  the  lackluster  perfor- 
mance of  the  Las  Vegas  slot-machine 
operator.  But  lately,  some  money  pros 
have  been  accu- 
LACKLUSTER        mulating  shares. 
SLOT  MACHINES         W  h  y  ?  B  o  1  e  r  o 
Investment  Group 
in  Newport  Beach, 
Calif.,  has  bought 
2%  of  the  gam- 
bling operator  and 
plans     to  buy 
more.  Bolero  has 
a  record  of  taking 
stakes  in  compa- 
nies that  it  ulti- 
mately forces  to 
adopt  measures 
to  boost  share- 
holder value.  Ken 
Pavia,  a  Bolero 
general  partner,  says  his  gi'oup  wants 
to  wake  up  the  management. 

The  stock  is  in  a  funk,  notes  Pavia, 
because  "investors  have  lost  confidence 
in  management,  which  has  been  un- 
able, in  more  than  two  years,  to  use 
the  company's  cash  hoard  of  $5  a  share 
to  bolster  Jackpot's  bottom  line."  As 
a  result,  he  adds,  the  stock  remains 
gi'ossly  undervalued.  Another  big  Jack- 
pot stakeholder  is  Mario  GabeUi. 

Pavia's  goal  is  to  amass  moi'e  than 
5%  in  Jackpot.  Tliat  would  allow  liim  to 
exercise  some  control  over  the  compa- 
ny's affairs.  For  starters,  he  thinks  it 
should  be  on  the  trail  of  acquisitions 
that  could  improve  sales  and  net  in- 
come. Jackpot  now  operates  4,211  slot 
machines  in  high-volume  retail  chain 
stoi'es,  bars,  and  restaurants. 

Failing  that,  Pavia  says,  management 
should  seek  to  sell  the  company.  Or,  if  it 
is  determined  to  hold  on,  it  should 
launch  a  leveraged  buyout.  In  a 
takeover.  Jackpot  may  be  worth  15  to 
18  a  share,  figures  investment  adviser 
Leo  Rishty,  editor  of  the  market  letter 
Uniqm  Situatiotis  in  Fort  Lauderdale, 
Fla.  He  notes  that  the  company,  which 
has  little  debt,  has  ehminated  the  divi- 
dend in  order  to  increase  cash  resei"ves. 
In  the  meantime,  Jackpot's  sales 
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have  been  sluggish:  Revenue  is  ex- 
pected to  drop  to  $90  milfion  in  the 
year  ending  June  30,  1997 — down  from 
$91.1  million  last  year  and  $96  million 
in  1995.  And  the  earnings  pictiu'e  isn't 
much  brightei"  Value  Line  analyst  Ben 
Sharav  expects  Jackpot  to  make  75(2 
a  share  this  fiscal  year,  vs.  1996's  63^ 
and  1995's  72(2. 

Bolero's  Pavia  thinks  that  Jackpot 
CEO  Don  Kornstein  should  understand 
the  concerns  of  shareholders  because 
he  used  to  be  top  gun  at  Bear 
Stearns's  mergers-and-acquisitions  unit 
before  he  took  the  helm  nearly  thi'ee 
years  ago.  If  Kornstein  doesn't  re- 
spond, says  Pavia,  "I  am  ready  to  step 
in  and  make  something  happen."  Korn- 
stein is  on  vacation  and  couldn't  be 
reached  for  comment. 

ANOTHER  JERSEY 
BANK  JOB? 

Densely  populated  New  Jersey  "has 
become  a  hotbed  of  bank  take- 
over's," says  money  manager  JeiTy  Bal- 
lan  of  c-B  Partners,  a  New  York  in- 
vestment group.  Since  July,  at  least 
nine  have  been  bought  out. 

Bank  deals  in  the  state  have  become 
so  heated  that,  just  as  one  bank  was 
expressing  an  interest  last  year  in  ac- 
quiring 100-year-old  Tnjst  Co.  of  New 
Jersey  (tcnj),  the  suitor  was  snapped 
up  and  taken  over  by  an  even  larger 
Jersey  bank.  But  no  matter.  Ballan  ar- 
gues that  Trust  Co.,  which  owns  50 
branches  in  upscale  areas  of  central 
and  northern  New  Jersey,  remains  an 
attractive  tai'get. 
THE  RUMOR  MILL  Indeed,  Chair 
IS  HUMMING  man  Siggi  Wilzig 
concedes  that 
"only  price"  has 
come  between  the 
bank  and  suitors, 
indicating  that  he 
has  had  talks 
with  interested 
parties.  Wilzig  de- 
clined to  specify 
what  the  right 
price  is.  But  Bal- 
lan says  the 
benchmark  in  re- 
cent bank  buy- 
outs has  been 
about  2'/i  times  book  value.  'Loist's  book 
is  $9  a  share,  estimates  Ballan,  pointing 
to  a  value  of  24  a  share.  The  stock 
sells  for  just  under  17. 

Wilzig  says,  however,  that  valuations 
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in  recent  deals  have  edged  toward 
three  times  book.  Management  has 
been  busy  increasing  shareholder  value 
by  improving  and  expanding  opera- 
tions, says  Wilzig,  whose  family  con- 
trols about  30%  of  the  bank's  stock. 

Ballan  estimates  that  Trust  will  earn 
mor-e  than  $1.25  a  share  this  year,  up 
from  last  year's  $1.02  and  1995's  62^. 


LEVEL  8  IS  POISED 
TO  BOUNCE  BACK 


For  a  small  company.  Level  8  Sys- 
tems (LVEL)  has  big  connections.  The 
New  York  developer  of  messaging 
"middleware"  has  strategic  alliances 
with  both  IBM  and  Microsoft. 

Big  Blue  has  chosen  Level  8  as  a 
"premier  partner-"  in  supporting  IBM's 
Miseries  software.  Microsoft,  on  the 
other  hand,  has  signed  an  exclusive 
pact  for  Level  8  to  develop  gateways 
between  Microsoft's  Falcon  messaging 
middleware  and  other  incompatible 
hardware  platforms,  such  as  the 
MQSeries.  Middleware  lets  computers 
communicate  with  other  operating  sys- 
tems and  server  softwai'e  and  with  (dif- 
ferent networking  systems. 

Level  8's  stock 
got  a  big  boost  ON  THE  LOOKOUT 
from  the  IBM  and  FOR  NEW  TIE-INS 
Microsoft  pacts. 
The  company, 
which  went  pub- 
lic in  July,  1995, 
at  5'A  a  share,  did 
a  secondary  offer- 
ing at  11  on  Dec. 
17,  1996.  It  trad- 
ed as  high  as  ITXr, 
in  mid-January, 
but  has  since 
tumbled  to  11. 

Not  to  worry, 
says  analyst  Vivek 
Rao  at  Hamp- 
shire Securities,  which  took  the  com- 
pany public.  He  expects  a  rebound 
soon  as  a  result  of  another  alliance 
with  a  computer  biggie  yet  to  be  an- 
nounced. The  impact  of  the  new  deal 
hasn't  been  included  in  Rao's  current 
earnings  estimates  of  12(2  for  1997  and 
54(2  for  1998.  Neither  is  it  in  his  tar-get 
of  27  for  the  stock.  Rao  figur-es  Level  8 
will  produce  revenues  of  $21.5  million 
in  1997  and  $41.9  milfion  next  year,  up 
from  last  year's  $12.8  milfion. 

Level  8  ceo  Arik  Kilman  says  the 
full  impact  of  the  IBM  and  Microsoft 
pacts  will  be  more  visible  next  year. 


LEVEL  8  ! 
SYSTEMS  ! 
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WITH  OUR  ADVANCED  NEW  ONLINE  TOOL,  YOU  CAN  EVALUATE  AND  GET  RECENT  QUOTES  ELECTRONICALLY  ON  MORE  THAN  1,200  MUTUAL 
FUNDS.  YOU  CAN  USE  THE  SITE  TO  IDENTIFY  FUNDS  THAT  MEET  YOUR  EXACT  CRITERIA,  AND  YOU  CAN  EVEN  PURCHASE  THEM  ONLINE. 
ONESOURCE  ONLINE  IS  FREE  TO  EVERYONE.  IF  YOU'RE  NOT  CURRENTLY  A  SCHWAB  CUSTOMER,  WHY  NOT  CALL  1-800-71 1-5504  TODAY' 


View  profiles  of  1,200  mutual 
funds,  incMing  Iheir  objectives, 
historicsl  performance  and  more 


Evaluate  funds  to  determine 
witich  ones  may  be  appropriate 
for  your  portfolio 


GO  ONLINE  NOW 

TO  ACCESS  OUR  NEW  4"*  QUARTER  SELECT  UST. 
Visit  www.schwab.com  for  a  listing  of  historically 
high-performing  funds  available  through  Schwab. 


CharlesSchwab 


The  Wav  It  Should  Be. 


Prospectus  containing  more  complete  information  including  management  fees,  charges  and  expenses  is  available  from  Schwab. 
Please  read  the  prospectus  carefully  before  investing.  ©1997  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (4/97) 
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STRATEGIES 


CAN  TOYS  R'  US  GET 
ON  TOP  OF  ITS  GAME? 

Even  snazzy  makeovers  may  not  win  back  lost  share 


For  Michael  Goldstein,  chief  execu- 
tive of  Toys  'R'  Us  Inc.,  the  past 
three  years  have  been  anything 
but  child's  play.  Since  he  took  over 
the  top  job  at  the  giant  toy  retailer  in 
February,  1994,  Toys  stock  has  lost  a 
fifth  of  its  value,  and  operating  earn- 
ings have  fallen  11%  from  results  his 
first  year  "It's  been  exhilarating,"  Gold- 
stein says  stoutly  of  his  tumultuous 
tenure.  "It's  also  been  exasperating." 

Toys  'R'  Us,  the  company  that  long 
dazzled  Wall  Street  with  its  unstoppable 
gi'owth,  has  been  fighting — and  losing — 
a  series  of  battles  on  all  fronts.  At  home, 
the  market  it  once  owned  has  been  un- 
der assault  ft'om  giant  discounters  that 


use  toys  as  loss  leaders.  Despite  being  a 
market  share  loser.  Toys  has  been  ac- 
cused by  the  Federal  Tr-ade  Commis- 
sion of  unfaii"  price  competition  in  a  case 
still  pending.  An  attempt  to  translate 
its  formula  overseas  has  stalled.  Even 
the  much  copied  design  of  its  stores — 
cavernous  big  boxes  heavy  on  merchan- 
dise and  short  on  ambience — has  lost 
favor  with  shoppers.  "Customers  didn't 
like  the  shopping  experience  anymore," 
Goldstein  says. 

REDESIGN.  Not  that  Goldstein  isn't  fight- 
ing back.  Following  an  18%  slide  in  op- 
erating eaiTiings  in  1995,  he  announced  a 
wide-ranging  strategy  early  last  year 
aimed  at  refocusing  eveiy  facet  of  the 


company's  business. 
The  plans  include  a  ma 
jor  redesign  for  the 
flagship   toy  stores 
that  was  imveOed  last 
summer.  In  October, 
the  retailer  an- 
nounced  plans  to 
buy  its  biggest  com- 
petitor in  the  baby- 
equipment  market 
and  is  planning  to 
redesign  its  chil- 
dren's clothing 
stores.  It's  also 
experimenting 
with  new  con- 
cepts, notably  a 
megastore  that 
combines  elements 
of  all  thi'ee  chains. 

So  far,  however, 
the  moves  have 
failed  to  recapture 
Toys's  old  momen- 

TRUST  THE  FORCE 

The  Star  Wars  bonanza  reaped  $f 
million  in  January,  and  customerj 
seem  to  like  the  new  stores 


1.  Anticipating  improvement  in  tiie 
ce  of  Goldstein's  turnaround  plans, 
II  Street  sent  Toys's  stock  steadily 
ler  last  year.  From  22  in  January, 
climbed  above  34  in  November.  But 
hen  came  Christmas.  Despite  lobby- 
ing trips  to  Nintendo  headquarters 
in  Japan  by  Toys  'R'  Us  execs,  the 
retailer  couldn't  get  enough  stock 
of  the  popular  video  games  and 
turned  away  100,000  disappointed 
customers.  Tickle  Me  Elmo?  "They 
it  on  TV  and  were  disappoint- 


ed when  they  came  here  to  get  it," 
Goldstein  says. 

The  result:  For  the  eight-week  holi- 
day season,  sales  were  flat.  That  stiff 
dose  of  reality  helped  knock  share 
prices  back  down  to  the  mid-20s  in  Jan- 
uary. It  has  since  recovered  to  29.  Toys 
ended  the  year  with  operating  earn- 
ings of  $813.8  million,  up  8.8%  from 
1995,  on  sales  of  $9.9  billion,  up  5.4%. 
Not  tenible,  but  not  enough  to  make  it 
a  growth  stock  either. 

This  is  a  long  fall  for  the  company 
that  pioneered  the 
categoiy-killer  style  of 
retaihng  in  the  1980s. 
Back  then,  the  giant 
stores  made  no  at- 
tempt to  offer  enter- 
tainment or  even 
charm.  With  all  the 
excitement  of  a  su- 
permarket. Toys  'R' 
Us  piled  Barbies  like 
s(j  many  cereal  boxes 
on  ch-ab  floor-to-ceiLtng 
shelves.  Customers 
fought  through  the 
maze  of  aisles,  reach- 
ing high  overhead  for 
toys,  diapers,  and  par- 


ty favors.  But  with  a  huge  assortment 
and  decent  prices.  Toys  drew  baby- 
boomer  parents  in  droves.  Boasting  dou- 
ble-digit earnings  gi-ov\rth  thi-ough  most 
of  the  1980s,  Toys  looked  unstoppable. 
"This  was  a  case  where  ti-ees  really  could 
grow  to  the  sky,"  says  Frederick  Marx,  a 
paitner  at  Marx-Layne  Retail  Consulting 
in  FaiTnington  Hills,  Mich. 
COURT  CASE.  But  an  onslaught  of  new 
competitors  stopped  Toys  in  its  tracks. 
Foremost  among  them:  Wal-Mart  Stores 
Inc.,  which  had  long  avoided  the  low- 
margin  toy  business.  The  discounter 
reentered  with  a  vengeance  in  1990, 
stocking  up  on  the  hottest-selling  20% 
of  toys  that  account  for  the  bulk  of 
sales  and  practically  gave  them  away, 
according  to  Marx  and  other  industry 
analysts.  Since  toys  only  accounted  for 
a  fraction  of  its  business,  Wal-Mart 
could  afford  to  cut  prices.  So  could  oth- 
er discounters.  They  retaliated  by  fol- 
lowing suit. 

The  company  that  couldn't  afford  to 
fight  this  war  was  Toys  'R'  Us.  With 
toys  its  only  category,  lowering  prices 
hurt  it  far  more  than  the  competition. 
It  tried  using  its  dwindling  clout  by 
thi'eatening  to  dump  certain  toys  if  they 
were  also  sold  to  warehouse  clubs,  an- 


e  don't  just  make  better  software.  We  make  better  companies. 

;  do  that  by  giving  you  a  better  return  on  information.  A  better 
:urn  on  information  means  meeting  customers" needs  faster.  It 
;ans  making  the  most  of  changes  in  the  marketplace.  It  means 
:reased  revenues,  profits  and  growth  opportunities, 
better  return  on  information  means  different 
ings  to  different  companies.  But  it  always 
;ans  a  better  company.  And,  so  far,  SAP 
s  helped  nearly  7,()()()  companies  in 
countries  become  just  that.  To 
d  out  what  a  better  return  on 


brmation  can  do  for  you, 
it  us  at  http://www. 
3. com,  or  call 
500-283- 
AP. 
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NEC  NEWSCOPE 


WALL-SIZED  MULTIMEDIA  SCREEN: 
42-INCH  COLOR  PLASMA  DISPLAY 


Lai'qe,  wall-mounted  screens 
ai'e  the  ideal  display-format 
for  multimedia  entertainment 
in  tile  home,  (^nlor  plasma  displays 
are  the  enablinq  technology  which 
will  turn  this  ideal  into  a  reality. 

( j)nvenln)nal  cathode  ray  tubes 
are  too  heavy  and  bulky  for  wall- 
mountinq.  By  contrast,  plasma  display 
panels  (PI  )[^s)  are  thin,  flat,  linhtweiyht 
displays  that  offer  a  wide  viewinc) 


angle.  Imaqes  are  bright,  clear  and 
free  from  flicker,  distortion  or  mis- 
convergence. 

In  a  PDP,  mixed  gases  (Xe,  He,  Ne) 
and  electrodes  (for  discharge  and 
data)  are  sealed  in  a  thin  glass 
package.  Gas  discharges  cause  the 
emission  of  ultra-violet  rays.  This  illu- 
minates RGB  phosphors  arrayed  in 
stripes  on  a  flat  glass  substrate. 

NEC  is  a  pioneer  in  color  PDP 


technology.  We  introduced  a  33-in(  lar.siud- 
model  for  monitor  applications  last  R 
year.  Now  we  are  marketing  a  42-ir  litefocds 
PDP  designed  for  multimedia  dispL'ftwebsi 
in  the  home. 

Our  new  screen  features  an  aspe 
ratio  of  16:9.  It  has  853  x  480  pixels  a 
displays  16.7  million  colors.  The  ne' 
PDP  is  designed  for  PCs,  video,  NT 
TV  and  digital  TV.  It  automatically 
converts  pictures  from  4:3  to  16:9 
aspect  ratio.  For  PC  display,  it  accej 
both  VGA  and  SV(  jA  signals. 
The  new  wide  plasma  display  meas 
ures  1,005mm  wide,  598mm  high  an 
99mm  deep.  It  weighs  only  40kg 
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For  further  information,  please  contact: 

NEC  USA.  Inc  Tel  800-338-9549  NEC  Corporation  Fax:  -1-8I ■3-3798-6333 
Visit  our  web  site:  http://www.nec.co.jp/newscope/ 
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INTERNET 

NEW  PAGER 

CLASSROOM 

SHARES  DATA 

FOR  CHILDREN 

WITH  PCs 

"T"  EC  is  combining  tlie  global 
k  I   reach  of  the  Internet  with 

1   the  excitement  of  multimedia 
nology  to  create  an  attractive 
mational  virtual  school 
16  unique  Global  Network  Class  is 
d  "Gakkos"  (schools  in  Japanese), 
cos  is  a  web  site  where  registered 
.entary  or  secondary  school  chil- 

from  around  the  world  can 
cipate  in  a  variety  of  interactive 
:ational  activities. 

le  purpose  of  the  Gakkos  is  to  fos- 
sense  of  global  citizenship  among 
Iren.  Gakkos  offers  seminars  on 
ice  and  culture.  World-famous 
itists  conduct  the  science  seminar. 
'  lecture,  discuss  themes  and  an- 
■  student  questions.  In  the  culture 
nar,  students  learn  about  different 
ires  by  discussing  topics  such  as 
rite  foods,  colors  and  lucky  signs. 
ie  web  site  (http://www. gakkos. 
0  also  offers  a  school  communica- 
network  and  a  library  linked  to 
llent  databases  around  the  world. 


NEC 

Global  Network 
Class 


Sakkos 
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NEC  has  introduced  a  new 
type  of  pager  that  can  share 
data  with  Windows-based 
PCs.  The  Beacon  '  Data  Pager  gives 
users  convenient,  on-the-go  access 
to  personal  schedules,  contacts 
and  other  PC-based  in 
formation. 

The  Bea- 
con pager 
uses  Micro- 
soft software 
for  data  ex- 
change and  in- 
formation man- 
agement. With  a 
built-in  bi-direc- 
tional infrared  link,  it 
exchanges  Personal  Information 


Manager  or  other  application-based 
information  with  Windows  PCs  or 
other  Beacon  pagers.  Users  can  easily 
archive  and  catalog  incoming  data  for 
later  transfer  back  to  their  PCs. 

The  Beacon  Data  Pager  has  a  large 
screen  that  displays  128  characters 
(8  lines  x  16  characters).  A  128KB 
memory  stores  both  paging  and 
applications  data.  It  can  hold,  for 
example,  paging  messages,  contacts, 
schedules  and  addi- 
tional data. 

Beacon  pagers 
feature  a  flexible 
design  by 
allowing  new 
services  and 
software  to 
be  added  at 
any  time. 
Several  major  pro- 
viders of  paging  services  in 
the  US  are  currently  evaluating  the 
enhanced  capabilities  of  the  Beacon 
Data  Pager. 


3V  RISC  DELIVERS  38MIPS 


High  speed,  low  voltage  and 
single-chip  system  control. 
Those  are  the  benefits  of  the 
V854  RISC  microcontroller  from  NEC. 
It's  ideal  for  handheld  products  with 
built-in  motor  drives  such  as  video 
cameras  and  electronic  still  cameras. 

The  V854  is  a  32-bit  RISC  imple- 
mented with  a  0.35-micron  CMOS 
process.  It  executes  38MIPS  at  33MHz/ 
3V  operation.  The  V854  incorporates 
two  large  memories;  128KB  flash 


EEPROM  and  4KB  RAM. 

The  V854  also  features  a  compre- 
hensive set  of  on-chip  peripheral 
functions.  It  provides  precise  control 
over  servo-motors  with  24-bit  multi- 
function timers.  EC  bus  interface  facili- 
tates single-chip  system  control. 

Eor  fast  develooment,  the  V854  is 
supported  by  the  mature  design  environ- 
ment used  f(jr  (jur  V800  series  of  RISC 
microcontrollers.  Tools  include  a  C  com- 
piler, debugger,  simulator  and  analyzer. 
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other  group  of  low-cost  competitors. 
But  that  brought  the  ftc  complaint 
against  the  retailer  in  a  case  that  went 
to  court  last  month.  "This  is  common 
practice,"  Goldstein  says.  "It's  the  same 
thing  as  department  stores  saying  they 
won't  carry  clothes  that  Kids  'R'  Us 
carries.  It  happens." 

None  of  that  stopped  the  company's 
market  share  from  sliding.  Its  slice  of 
the  $80.2  billion  toy  market  has  dropped 
fr-om  25.4%  in  1990  to  20.5%  last  year, 
according  to  Tactical  Retail  Solutions 
Inc.,  a  New  York  consulting  finn.  Mean- 
while, Wal-Mart's  portion  has  grown 
fi-om  9.5%'  to  15%.  "Toys  'R'  Us  had  the 
lion's  share  of  the  gi'owth  path,"  says 
Sean  McGowan,  an  analyst  with  Gerard 
Klauer  Mattison,  a  New  York  brokerage 


manager  at  John  Hancock  Funds,  who 
holds  Wal-Mart  stock  but  not  Toys. 
"Toys  'R'  Us  is  at  that  point." 

That's  why  Goldstein  is  looking  be- 
yond toys  for  growth.  A  $376  million 
deal  to  buy  Baby  Supei-stores  Inc,  closed ' 
in  February,  leapfi'ogging  the  company's 
Babies  'R'  Us  chain  to  the  head  of  the 
line  in  the  $20  bilUon  market  for  baby 
clothes,  fiuTiitm-e,  and  toys.  By  the  end  of 
the  year.  Toys  expects  to  have  104  baby 
stores  genei'ating  $650  million  in  sales, 
compared  with  just  six  in  1996.  As  the 
leader  in  a  fragmented  market,  this 
may  well  be  Goldstein's  strongest  bid 
for  gi'owth,  although  he  will  need  to 
consolidate  his  position  fast.  Othei' 
retailers  are  also  eyeing  this  market. 

Goldstein  also  needs  to  improve 


fii'm.  "Wal-Mart  stopped  it." 

Early  last  year,  Goldstein  RARITAN,  N.J.  The  revamped  stores,  with 
moved  to  show  the  world  Toys  gj^ss  brick  fronts  and  low  floor  displays, 

was  back  on  ti'ack.  He  imveiled        ,  aoaa  aaa  j_   ^.i  r  -h- 
an  airay  of  initiatives  designed  ^OSt  $800,000  tO  $1.5  million  a  pop 
to  win  back  customers.  Foi'e- 
most  was  Concept  2000,  a  plan 
to  convert  each  of  the  683  U.  S. 
stores  to  a  snazzy  new  look  by 
the  end  of  the  decade.  The 
new  stores  feature  a  wall  of 
glass  in  place  of  the  drab  stuc- 
co facade.  The  old  high  shelves 
have  given  way  to  low-slung 
floor  displays,  allowing  a  view 
cleai'  across  the  store,  from  tin 
Barbie  boutique  to  the  Leei- 
arena.  Bright  decals  dot  the 
floors.  And  to  make  the  stores 
easier  to  shop  in.  Toys  cut  the 
number  of  items  it  stocks  by  a 
fifth.  "We  can't  compete  witli 
prices  at  Wal-Mart  and  other 
discounters,"  Goldstein  says.  "So  vve'iv 
installing  a  wow  factor." 
BIG  CONCEPT.  Eai'ly  buzz  is  encoui'ag- 
ing.  (  Goldstein  says  so  far  customers  are 
spending  moi'e  time  and  more  money  in 
the  13  stores  that  sport  the  new  design. 
Still,  the  changes  have  been  too  slow  to 
make  much  of  a  dent:  The  company  has 
670  locations  yet  to  convert,  at  $800,000 
to  $1.5  million  a  pop.  Toys  plans  to  build 
25  Concept  2000  stores  this 
year  and  convert  -57  existing 
locations,  taking  up  most  of  its 
estimated  $630  million  1997 
capital  spending  budget. 

The  new  stores  may  pre- 
serve the  company's  market 
position,  but  some  doubt  they 
will  increase  it  dramatically. 
"There's  a  point  at  which  you 
get  so  much  market  shai-e — 
in  any  industry — that  there's 
nowhere  to  go  but  down,"  says 
Berniee  Behar,  a  portfolio 


loinp 
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results  at  Ivids  'R'  Us,  its  212-sture  cliil- 
dren's  clothing  chain.  A  redesign  may 
help,  but  Toys  faces  stiff  competition 
from  dejjartment  stores  and  specialty 
retailers.  The  best  hope  in  clothing  may 
lie  in  Kids  World,  the  95,000-square-foot 
megastoi'es  that  combine  all  thi-ee  chiuns 
under  one  roof.  Borrovdng  from  retail- 
ers such  as  Banies  &  Noble  Inc.  and 
Disney  Stores  that  use  food  and  enter- 
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tainment  to  keep  customers  in  t 
stores  longer.  Toys  has  added  party  ; 
eas,  hair  salons,  and  a  photo  studio 
tlie  megastores.  Two  opened  last  ye 
and  Toys  plans  to  roll  out  two  a  ye 
starting  in  1998.  Goldstein  says  resu 
have  been  strong  so  far,  but  the  pote 
tial  of  KidsWorld  is  limited  by  t 
stores'  sheer  size.  "The  country  can  or 
sustain  so  many,"  says  Toys  boar-d  me] 
ber'  Howarxl  W.  Moore,  a  retail  cons' 
tant  and  foi-mer  Toys  executive. 
PLOWING  AHEAD.  Toys  has  also  made! 
big  investment  outside  the  U.  S., 

it  has  396  stores  in  23  countrii 
But  so  far  those  markets  ha 
failed  to  live  up  to  expectatioi 
Early  this  decade,  Goldste 
predicted  that  Toys  would 
cr-ease  international  sales  3(|lo(ee. 
a  year  and  hit  sales  of  $ 
billion  by  2000.  Instead,  4f(,„f/fi 
ternational  revenues  gr€ 
less  than  1%  last  year,  to  $^ 
billion,  in  part  because 
weakening  economies  in  E 
i"ope  and  Asia.  Nonetheles 
Goldstein  is  plowing  ahea 
convinced  that  foreign  ma 
kets  still  offer  good  grow 
pi'ospects.  Tliis  year.  Toys  w 
add  40  new  stores,  mostly 
Japan. 

Toys  may  never  recaptu 
the  luster  of  its  high-gr-ow 
year's.  But  this  year,  at  leas  ^ 
it  could  get  a  boost  fro 
something  totally  beyond 
control:  a  better  market 
toys.  "This  is  the  stronge|||f( 
start  I've  seen  in  years,"  sa; 
Ed  Roth,  who  directs  toy-i 
ilusti'y  analysis  for-  npd  Gr-oup,  a  mark 
I'esear'ch  finn.  The  re-release  of  the  St 
Wars  movies  has  sparked  a  mini-indu 
try  in  hcensed  space  toys,  accounti: 
for-  $55  million  in  sales  in  January  aloi 
according  to  npd  Group. 

Having  lear-ned  from  Elmo  ar 
Nintendo,  Goldstein  is  ready  this  tim 
On  a  tour  of  a  newly  refurbished  Ne 
Jersey  store,  he  proudly  shows 

the  stor-e's  massive  Star  Wa^ 
display.  As  if  on  cue,  a  gr-an' 
father  walks  in,  five  kids 
tow.  "Wow,  Andy,  look  ; 
that,"  he  says,  pointing  to  tl 
giant  spaceship  suspende 
from  the  ceiling.  Goldste 
looks  as  if  he's  just  heard 
baby's  first  wor-ds.  "Did  y 
hear  him?"  he  gloats, 
said,  'Wow.' "  If  only  Wg| 
Str-eet  could  hear. 

By  I.  Jeanne  Dugo 
in  Raritan,  N. 
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Theft,  Vandalism,  Akd  Chaos. 


Three  Compelling  Reasons 
To  DO  Business  With  McAfee. 


McAfee  has  the  third  most  popular  software  Web  site  on  the  |P  internet.  People  download 
our  products  jree.  then  pay  us  to  get  upgrades  and  our  award-winning  technical  support 


1 


lAost  companies  don't 
onage  their  networks. 
They  survive  them. 

's  because  today's  networks 
onstantly  vandalized  by  viruses,  hackers,  and  even  your  own 
loyees.  While  your  managers  battle  the  chaos  of  demanding 
end  useft,  more  complex  software  and 
multiple  operating  systems. 

It's  a  tough  environment  that,  frankly, 
we  like  veiy  much. 

After  all,  finding  innovative  ways  to 
keep  networks  safe,  sane,  and  simple  to 
manage  is  what  we  do  better  than  anyone. 

And  it's  why  McAfee  is  the  largest  and 
fastest  growing  company  in  PC  network 
security  and  management. 


Download  McAfee 


m  imlmlw 


1  is  one  of  the  top  10 
iware  companies  in 
wld  -  and  the  fastest 
ng- 


Some  people  think  they're  stealing  our  software. 

cAfee,  our  innovations  aren't  limited  to  our  products.  We've 


changed  the  very  way 
companies  buy  software. 

We  pioneered  the 
subscription  pricing  model 
that  Netscape  and  others  now  use.  It's  simple:  People  download  our 
software  without  paying  for  it  -  then  they 
come  back  and  pay  us  just  to  get  the 
technical  support  and  two 
years  of  free  upgrades. 

Last  year,  8  million 
people  did  just  that. 

Of  course,  some  people 
do  steal  our  softv/are. 
But  they  end  up  spreading 
the  word  about  McAfee's  good 
will  and  top-rated  products. 
All  of  which  reinforces  our 
position  as  the  market  leader. 


McAfee 's  leading-edge  security  products 
keep  the  thousands  of  hackers  ami  viruses 
where  they  belong-out  of  your  network. 


80  of  the  Fortune  100  rely  on  .llci/ec  In  lirmiil  iigauisl  the  chaos  threatening  their  networks. 


Networks:  powerful,  necessary,  and  chaotic. 

At  McAfee,  we  understand  how  important  your  network  is 
to  your  company's  growth  and  success.  And  we  have  the 
products  and  experience  to  help  you  handle  the  chaos 
that  threatens  it. 

Maybe  that's  why  more  than  80%  of  the  Fortune  100 
rely  on  McAfee.  More  than  Microsoft.  More  than  Intel. 
More  than  Symantec. 

Shouldn't  your  company  be  doing  business  with  the 
leader  in  network  security  and  management? 

With  innovative  pricing,  superior  products,  and 
award-winning  support, 
McAfee  is  the  best  choice 
for  guarding  and  restoring 
order  to  your  network. 


McAfee. 


Network  Security  &  Management 
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A  memory  promotion  may  not  seem  like  a  big 
thing.  Then  again,  you've  probably  never  seen  a 
promotion  like  this  before.  Thanks  to  Microsoft® 
and  Kingston,®  users  of  IVIicrosoft  software  are  headed  for  the 
next  level  of  computing  with  a  special  opportunity  to  get  32MB 
of  Kingston  memory  for  only  $199.*  With  more  memory,  you'll 
be  ready  for  all  kinds  of  possibilities.  Soon, 
software  will  allow  your  PC  to  talk,  listen, 
even  learn  from  you  while  you  work. 
So  it  becomes  an  intelligent,  intuitive 
partner.  You  could  find  yourself  retrieving 
information  from  the  Internet  at  light  speed. 
Browsing  interactive  malls.  Or  playing 
3D  games  that  possess  the  texture  and 
richness  of  reality.  Whatever  you  do,  memory  is  the  magic  that 
makes  it  all  happen.  And  now,  j-f 
thanks  to  this  ground-breaking 
promotion,  you  can  take  your 
older  PC  to  the  next  level  of 
performance.  Want  a  road  map 

to  your  PC  S  future?  Just  look  „„w.mlcrosoft.com/promo/klngston.htm 

for  the  Hardware  Migration  Guide  posted  on  our  Web  site  at 
www.kingston.com/bw.htm.  To  place  your  memory  order,  call 
your  preferred  reseller;  or  call  us  toll-free  at  (888)  435-5451. 


Microsoft 
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COMPUTERS 


WHIRLWIND 
ON  THE  WEB 


Computer  maker  Dell 
is  showing  the  world 
how  to  run  a  business 
in  the  Cyber  Age 


M 


I  ichael  S.  Dell  eases  his  Mercedes 
r>()o,SL  down  the  driveway  of  his 
$10  miUion  mountain-top  estate. 
1  Bundled  against  the  cold  in  a 
sweater  and  ski  parka,  he  guns  the  car 
as  he  pulls  onto  State  Highway  1.  He's 
in  a  i-ush,  weaving  the  silver  two-seater 
in  and  out  of  the  early  moniing  com- 
muters as  he  heads  for  his  office,  a 
gleaming  complex  jutting  up  from  the 
prairie  lands  of  Round  Rock,  Tex.,  just 
north  of  Austin. 

Fifteen  minutes  later,  Dell  reaches 
the  center  of  his  fast-rising  computer 
empire.  Today's  fii'st  stoj):  the  team  re- 
sponsible for  making  Dell  Computer 
Corp.  an  Internet  phenom,  selhng  $1 
million  worth  of  computers  a  day  on  its 
Web  site.  Dell  tosses  off  his  parka  and 
plows  into  a  discussion  on  how  to  pump 
up  sales  even  more.  He  wants  Web 
pages  tailored  for  coipomte  customei*s  to 
order  onhne.  And  he's  impatient  for  a 
new  featiu'e  that  dashes  a  digital  confii'- 
mation  to  customers  within  five  minutes 
of  placing  an  ordei' — his  way  of  reas- 
suring buyers.  Says  Dell:  "The  Internet 
is  one  of  the  things  I'm  most  excited 
about  in  our  business." 

For  good  reason.  In  just  six  months, 
Dell  has  gone  from  nowhere  in  cyber- 
space to  being  the  No.  1  PC  retailer  on 
the  Web — with  sales  growing  20%  each 
month.  For  the  Texas  computer  maker, 
electronic  commerce  is  the  perfect  ex- 
tension of  the  company's  direct-sales 
business.  Coiporations  and  techno-sawy 
customers  that  were  willing  to  buy  over 
the  phone  are  the  first  ones  dialing  in 


to  purchase  on  the  Web.  "The  Inter- 
net," says  Dell,  "is  the  ultimate  di- 
rect model." 

Suddenly,  Dell  looks  like  the  right 
company  at  the  right  time.  After 
years  of  skeptics  predicting  that  the 
dii'ect-sales  approach,  like  mail-order  ' 
clothing,  would  never  amount  to  moi*e  " 
than  15%  of  the  market,  Dell  is  cashing 
in  on  an  altogether  different  scenario. 
Direct  buyers  now  account  for  nearly  a 
third  of  the  P( :  business,  up  from  15%-  six 
years  ago.  Throw  in  an  increasingly 
vrired  population  that  is  just  a  mouse 
click  away  from  buying  over  the  Net, 
and  direct  marketers — Dell,  Gateway 
2000,  and  Micron  Electronics — are  sit- 
ting pretty. 

HOT  STOCK.  But  none  are  as  well-posi- 
tionefl  as  Dell.  In  the  past  three  years,  it 
has  been  on  a  jihad  to  make  its  manu- 
facturing and  assembly  process  as  fast 
and  fine-tuned  as  Dell's  Mercedes.  Today, 
a  custom  order  placed  at  9  a.m.  on  a 
Monday  can  be  on  a  deUveiy  ti-uck  by  9 
p.m.  Tuesday.  What's  more,  this  speed 
has  allowed  DeU  to  slash  inventories  and 
keep  parts  costs  down  so  low  it  can  un- 
derjorice  its  rivals  by  10%  to  15%-. 

The  result:  Dell  is  now  one  of  high- 
tech's best  gi'owth  engines.  Last  year, 
unit  sales  in  the  U.  S.  jumped  71% — 
more  than  five  times  the  industiy's  13.6% 
gTowth  rate.  That  pushed  revenues  up 
47%',  to  $7.8  billion,  and,  combined  with 
Dell's  low-cost  style  of  doing  business, 
sent  profits  skyrocketing  91%,  to  $518 
million.  The  siu"ge  is  expected  to  contin- 
ue this  year  vrith  sales  liitting  $10.2  bil- 
lion. That  could  catapult  Dell,  which 
took  root  in  a  Texas  college  donn 
room  in  1984,  fi'om  the  No.  5  PC 
maker  to  No.  3,  ahead  of  Packard 
Bell  NEC,  and  Apple  Computer. 

For  investors,  owning  Dell 
shares  has  been  like  putting  heli- 


4  4  Speed  is  everything  in  this  business. 
We're  setting  the  pace  for  the  industry  ?  ? 

MICHAEL  DELL,  chairman  and  CEO,  Dell  Computer  Corp. 
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Teamwork  works/Int  <i  recent  stiidy  conducted  by*  ^ 
BtoOMBERC  Personai.  magazine,  mutual  funds  run  by 
multiple  managers  were  shown  to  be  better  than  those 
;        run  by  only  one.  Why?  One  reason;  "(TfeAMS)  are 
-  .  ,  ._^^y,V^    more  likely  to  have  a  disciplined  method  for 
;    r^^^^^^  inA^ting,"  After  all,individual  managers  don't  have 

the  same  accountability  when  it  conies  to  keeping  a, 
fund  within  its  classification.  This  can  lead  to 
j^^^j^^Hj  impulsive  btrjing  and  selling  ahd,  ultimately,  what 

INVESTMENTS     ^"  ^^^^^^^    ''^^       *®  industry  calls  "style  drift,"  Pivs  what  happens 
I  to  a  fiind  thaft  tndividirally  fnanaged when  that  one^ 

:  >  \  -  manager  goes  on  vacation?  Or  leaves?  That's  why 

:  ■  'c^^       at  Putnam,  we  have  teams  ofmanagers,  analysts,  and 

-  :  %  ;  :     :  •       strategists.lT  cnsinres  that  the  necessary  checks  and 
V    -      ;  -    V  ■c.L,      balances  are  ahvays  in  place  to  keep  a  flmd  consistent 

"^^^-^^  ^J-^  ^ 

_  7    ,   .  J  .  ^     '  ,  "  cjf  different  skills,  experiences.-and  points  of  vievv;. 

'    >         .  !  It''^  something  we Ve  leamed  frbrh  our  60  yeafs  of^ 

-  V  i  -  "  experience  iti  the  business.  An1>  in  fact,  \vidi  atrhost 

-  -  -  ^  -  seven  rhillion  indTvidital  investors,  weVe  got  more  than 

just  a  ^fecbnd  opinion  OA  our  side.  - 
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For  more  information  about  the  Putnarfi  Family  ofFunds,  indutiinginvestment  policies,  chargesrind  expenses.^jsk  ysur  financial  adviJor"&ra  free  pro^iectus.  Pl^isereadiJie , 
prospectus  carefully  before  yoo  invest  orsend  mortey ,  Source:  Bloombere  Personal  magazine,  Nfovember/December  19%,  PutnairvMutuaiFunds  Corp..  Memi5er,  >^ ASD, 
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um  in  their  portfolios.  The  stock  nearly 
quadnipled  in  1996  and  ran  as  high  as 
$76  in  Februaiy.  With  the  selloff  in  Wgh 
tech,  Dell  now  trades  at  $67.50,  up  27% 
this  yeai' — a  gi'eater  lise  than  IBM,  Com- 
paq, Hewlett-Packard,  Cisco  Systems, 
even  Intel  and  Microsoft.  Dell's  23%  re- 
turn on  equity  last  quarter  was  nearly 
triple  that  of  PC  king  Compaq  (at  7.9%). 

What's  Dell's  secret?  How  has  the 
computer  maker  managed  to  defy  the 
naysayers  and  turn  a  classically  low-mai-- 
gin  mail-order  operation  ijito  a  liigh-prof- 
it,  high-sen'ice  business  that'.s  the  envy 
of  the  industiy?  In  a  word:  speed.  Dell 
has  long  been  a  model  of 
just-in-time  manufactur- 
ing, but  now  it  has  upped 
the  ante  by  applying  the 
same  brutal  time  stan- 
dai'd  to  its  sup{jly  chain — 
insisting,  for  example, 
that  the  bulk  of  its  com- 
ponents be  warehoused 
within  15  minutes  of  a 
DeU  factoi-y.  DeU  also  has 
seized  on  the  ultimate  in 
low-cost,  fast-paced  busi- 
ness— electronic  com- 
merce. The  combination 
puts  Dell  in  the  vanguai'd 
of  manufacturers  in  any 
industry.  "If  you're  good 
at  both,  you  get  a  multi- 
plier effect,"  says  Robert 
E.  MacAvoy,  president  of 
Easton  Consultants,  a 
Stamford,  Conn,  manage- 
ment consulting  firm. 
"That  is  Dell." 

The  company  calls  it 
"velocity,"  squeezing  time 
out  of  eveiy  step  in  the 
process — from  the  mo- 
ment an  order  is  taken 
to  collecting  the  cash.  Es- 
pecially the  cash.  Dell 
converts  the  average  sale 
to  cash  in  less  than  24 
hours,  by  tapping  credit  cards  and  elec- 
tronic payment.  By  contrast,  industiy 
giant  Compaq  Computer  Corp.,  which 
sells  primarily  tlirough  dealers,  takes  35 
days,  and  even  mail-order  rival  Gateway 
2000  takes  16.4  days.  "Speed  is  eveiy- 
thing  in  this  business,"  says  Dell,  whose 
15%  stake  in  the  company  is  now  worth 
$1.8  billion.  "We're  setting  the  pace  for 
the  industiy."  Think  of  it  as  Dell-ocity,  a 
pace  so  fast  that  even  whii-lwind  Silicon 
Valley  has  taken  notice.  "I  have  bniises 
on  my  back  from  Mr.  Michael  [Dell] 
when  we  can't  keep  up  with  them,"  says 
Intel  CEO  Andrew  S.  Grove. 

That  has  rivals  itching  to  do  the  same. 
PC  makers,  such  as  ibm,  Compaq,  and 


Hewlett-Packard  are  trying  to  imitate 
Dell  with  their  own  schemes  to  slash 
production  time  and  boost  service.  IBM, 
for  example,  no  longer  assembles  PCs 
for  most  of  its  corporate  customers.  In- 
stead, computer  dealers,  such  as  Micro- 
Age Inc.,  do  the  work.  And  in  June, 
Compaq  will  begin  roUing  out  its  own 
Internet  connection,  allowing  customers 
to  manage  everything  ft-om  ordering  a 
machine  to  scheduling  software  updates 
online.  "If  copying  is  the  sincerest  form 
of  flattery.  Dell's  getting  a  lot  of  flat- 
tery right  now,"  says  Robertson, 
Stephens  &  Co.  PC  analyst  Dan  Niles. 


IE  I 


keep  components  warehoused  just  mi 
utes  fi'om  Dell's  factories  in  Austin,  Lii 
erick,  Ireland,  and  Penang,  Malaysia, 
part,  Dell  has  done  this  by  reducing  i 
number  of  suppliers  to  those  that  w 
cooperate  with  its  warehousing  pla 
Dell  now  buys  its  components  from  ju 
47  companies,  down  fi-om  204  companii 
in  1992. 

MEXICAN  PIPELINE.  Keeping  the  flow 
parts  nmning  smoothly  requu'es  preci; 
coordination.  For  tliis,  DeU  has  turned 
outside  help.  In  the  U.  S.,  for  exampl 
Caliber  Logistics  Inc.,  a  specialist  in  se 
ting  up  efficient  supply  chains,  manages 


THE  RACE  Turnaround  between  custom  order  and  delivery  can  be  3S  hours 
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DELL  IS  A  MASTER  AT 
MANAGING  INVENTORY. 


...AND  TURNING  SALES 
INTO  GASH-FAST... 


...MAKING  IT  TOPS  IN 
HIGH-TECH  PROFITABILITY 
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StiU,  competitors  have  a  ways  to  go  to 
beat  Dell  at  its  own  game.  Take  com- 
puter production.  While  machines  from 
Comjjaq  and  ibm  can  languish  on  dealer 
shelves  for  two  months,  Dell  doesn't  stait 
ordering  components  and  assembling 
computers  untO  an  order  is  booked.  That 
may  sound  like  no  biggie,  but  the  price 
of  PC  parts  can  fall  rapidly  in  just  a  few 
months.  By  ordering  right  before  as- 
sembly, DeU  figui'es  his  paits,  on  average, 
are  60  days  newer  than  those  in  an  IBM 
or  Compaq  machine  sold  at  the  same 
time.  That  can  translate  into  a  6%  profit 
advantage  in  components  alone. 

Dell  doesn't  stop  there.  It  has  also 
found  a  way  to  get  most  suppliers  to 


wai"ehouse  15  minutes  fi'om  Dell's  Austii' 
assembly  plant.  Suppliers  restock  the 
warehouse  and  manage  then*  own  inven 
toiies,  while  Calibei'  whisks  the  parts  to 
Dell  as  needed.  The  best  part:  Dell 
doesn't  get  billed  for  the  components  im- 
til  they  leave  the  warehouse. 

So  far,  the  system  is  a  time  killer.  STB 
Systems  Inc.,  a  maker  of  video  graphics 
cards,  stocks  tlii'ee  weeks  worth  of  its 
products  in  warehouses  near  Dell  plants 
The  Richaixlson  (Tex.)  company  also  sup 
plies  PC  makers  such  as  IBM,  Compaq, 
and  Gateway,  but  none  are  as  stream- 
lined as  Dell.  Were  Compaq  to  suddenly 
need  a  nrsh  supply,  it  could  take  12  to  18 
hoiu's.  IBM  and  Gateway,  he  says,  could 
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CFO  Vision 


THE  POWER  TO 

FIGURE  IT  OUT 


iCISIONS  ARE  TOUGHER. 


IE  IS  CRITICAL. 


SOURCES  ARE  LEANER. 


DTHE  BUCK  STOPS  WITH  YOU 


iYPE  JUST  WONT  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively. . .and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidatjon,  reporting, 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency. 

Powerful,  award-winning  data  warehousing, 
OLAP,  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 

)pport  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 

at  bw@sas.sas.com 


919.677.8200    Fax  919.677.4444  vww.sas.com/vision/ 
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SAS  is  a  reqislered  trademark,  and  CFO  Vision  a  trademark. 
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take  two  days.  "Dell  is  different 
in  that  their  inventory  is  minutes 
away — not  hours  or  days,"  says 
STB  procurement  director  Rick 
Spencer. 

For  high-cost  items,  such  as 
the  main  circuit  board — the 
heart  of  a  computer — Dell  has 
cut  more  time  by  switching  to 
regional  suppliers.  Dell  used  to 
order  in  bulk  from  one  supplier 
as  a  way  to  get  discounts.  No 
more.  Last  year,  it  went  to  three 
regional  subcontractors  instead 
of  a  single  manufacturer  for  all. 
What  it  lost  in  discounts,  it  more 
than  made  up  for  in  time.  Now, 
Dell's  Austin  plant  gets  circuit 
boards  trucked  in  ft-om  Mexico 
in  15  hours,  instead  of  22  day^ 
by  boat  from  its  previous  Indian 
supplier. 

And  then  there's  monitors.  This 
year,  Dell  stopped  accepting  de- 
liveries of  video  displays  for  its 
PCs.  Instead,  when  a  machine  is 
ready  to  be  shipped  from  any  of 
its  factories,  Dell  sends  an  E-mail 
message  to  a  shipper,  such  as 
United  Parcel  Service.  The  ship- 
per pulls  a  computer  monitor 
from  supplier  stocks  and  sched- 
ules it  to  arrive  with  the  PC.  By 
no  longer  shipping  monitors  first 
to  Dell  and  then  on  to  buyers, 
Dell  saves  some  per  display 
in  freight  costs. 

Such  rethinking  of  operations  lets  Dell 
operate  more  efficiently  than  any  other 
computer  company.  Its  total  inventories 
amount  to  13  days  of  sales,  vs.  25  days 
for  Compaq.  If  this  sounds  Uke  much 
ado  about  nothing,  consider  this:  For 
every  new  dollar  of  capital  investment 
last  quarter,  Dell  shareholders  got  $1.54 
back  in  profits,  compared  with  59(2  for 
Compaq  and  47(2  for  IBM. 
BOLD  PROMISE.  One  of  Dell's  tricks  for 
managing  inventories  is  shaping  demand. 
In  telephone  sales,  it  can  daily  alter  its 
suggested  configurations  to  guide  cus- 
tomers to  PCS  with  widely  available 
parts.  As  many  as  two-thirds  of  the  tele- 
phone buyers  accept  the  recommended 
configuration.  And  for  big  corjiorate  buy- 
ers, who  account  for  nearly  60%  of  sales, 
it  holds  annual  "technology-  briefings"  in 
which  Dell  offers  its  view  uf  what  key 
technologies  are  coming — and  pivks  cus- 
tomers' brains  on  their  needs,  too. 

It's  paying  off.  At  Eastman  Chemical 
Co.,  Dell  snared  a  contract  for  10,000 
PCs  by  guaranteeing  all  its  machines 
would  have  the  same  paits  and  softwai'e 
regardless  of  when  and  where  in  the 
world  they're  needed — something  the 


U  We  spent  15  months 
educating  [our]  people  about 
return  on  invested  capital 


TOM  MEREDITH, 
Dell  Computer  Corp. 


senior  vice-president  and  CFO, 


vrith  Dell,"  says  3Com  CEO  Eric 
Benhamou.  "They  know  more 
rectly  what  the  customer  wants 

Rivals  are  simply  impressed, 
one  time,  we  said  only  so  m: 
customers  are  willing  to  buy 
rect,"  says  Larry  Chang,  contro 
for  hp's  PC  business.  "But  it's 
creasing.   Dell   has  proven 
wrong,"  In  an  effort  to  catch  JJliirj 
HP  started  building  business  PCs. 
a  customer's  specification. 
GRIM  DAYS.  It  wasn't  that  long 
that  the  PC  cognoscenti  were 
dieting  Michael  Dell  and  his  n 
order  model  would  hit  the  wall, 
certainly  came  close.  In  the  fi 
six  months  of  1993,  Dell  had  a 
million  loss  from  inventory  wii 
downs  and  an  industrywide  pi 
war  started  by  Compaq 

But  the  close  call  was  tra 
formed  into  a  lesson  on  the  d; 
gers  of  growth  at  all  costs, 
wised  up  and  recruited  operatioLi^t  tf 
savvy  managers  from  Motorola,  " 
Microsystems,  and  Western  Di 
tal.  Financial  teams  fanned  out 
talk  with  employees  about  n 
metrics  for  loxnning  the  business 
minimizing  inventories  and  incre 
ing  return  on  capital.  Today,  the 
nancial    nitty-gritty    is    dee]  ^^yg^ 
ingrained  in  Dell's  10,350  employe 


previous  supplier,  IBM,  had  failed  to  do 
several  times.  This  helped  Eastman  slash 
its  annual  PC  costs  by  $5  million  a  year, 
and  made  Dell  its  exclusive  PC  supplier. 
"Dell  has  done  some  wonderful  things 
in  customizing  these  machines,"  says 
Eastman's  director  of  computing  services, 
Charlie  Oliver. 

Today,  the  Dell  machine  is  firing  on  all 
cyhnders.  In  addition  to  being  a  PC  jug- 
gernaut, Dell  is  moving  fast  into  the  $10 
billion  network  sei-ver  business.  Dell's 
server  business,  while  contributing  just 
6%  of  its  total  revenues,  soared  300% 
la.st  quarter  In  notebook  pes,  Dell  has 
become  the  sixth-largest  seller  in  the 
$40  bilhon  market. 

Now,  Dell  is  working  on  ways  to  com- 
bine its  PC  knowhow  vdth  better  net- 
working service.  Thi"ough  a  partnership 
with  network  equipment  maker  3Com 
Corp.,  Dell  is  trying  to  slash  the  60  to  90 
days  required  to  test  computer  and  net- 
working configurations  to  just  two  weeks. 
Instead  of  each  running  independent 
tests  of  the  same  geai-,  Dell  will  deliver 
to  3Com  each  new  computer  so  that 
3Com  can  test  compatibility  with  its  net- 
working devices.  "There's  a  big  advan- 
tage to  getting  product  quickly  to  market 
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The  marketing  department  cal 
lates  the  return  on  investment 
each  mailing;  purchasing  managers  figi 
the  cost  of  unsold  inventory  each  d 
"We  spent  15  months  educating  peo] 
about  return  on  invested  capital,  cc 
vincing  them  they  could  impact  our 
ture,"  says  Chief  Financial  Offic 
Thomas  J.  Meredith 

One  way  to  get  more  bang  for  t 
buck:  selling  PCs  over  the  Web,  whe 
Dell  has  a  crew  of  only  30  people 
contrast  to  the  700  reps  that  take 
ders  over  the  phone.  In  coming  montl|j 
Dell  plans  to  make  this  even  more 
tractive  by  creating  custom  home  pag 
for  its  biggest  buyers,  including  Ea 
man  Chemical,  Monsanto,  and  We 
Fargo.  By  midyear,  Dell  plans  to  del 
er  E-commerce  set-ups  to  75  comf|jj^' 
nies.  Their  em.ployees  will  be  able 
order  a  PC  and  automatically  recei 
the  corporate  price. 

For  Dell,  the  online  world  promis 
even  greater  speed  and  cost  savinj 
With  Dell  racing  past  rivals  like  Su 
day  drivers  on  the  Information  Hig 
way,  there  may  be  a  new  pace  for  ma 
ufacturers  in  the  Age  of  the  Interm 
Dell-ocity. 

By  Gary  McWiUiar 
in  Round  Rock,  r<| 
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TRANSPUNT  BREAKTHROUGH 
.WITH  ONE  BIG  CATCH 

I  organs  with  human  genes  could  save  thousands,  but  many  fear  a  viral  epidemic 


Antonio  and  a  leading  critic  of  the 
transplant  of  animal  organs  into  humans, 
a  process  called  xenotransplantation. 

The  battle  over  pig  organs  pits  two 
groups  of  doctors  against  each  other — 
transplant  siu'geons  and  vii-ologists.  Sur- 
geons who  see  their  patients  dying  don't 
worry  so  much  about  the  long-term 
risks  that  virologists  find  so  temfying. 


Iransplant  surgeons  are  often  unable 
to  help  many  of  their  patients  be- 
cause of  a  critical  shortage  of  or- 
3.  Each  year,  3,000  patients  die  while 
fishing  on  transplant  waiting  Usts. 
a  desperate  situation  that  seems  to 
for  desperate  measures. 
Inter  genetically  engineered  pigs. 
;ed  in  solitary  confinement  in  ultra- 
n  rooms  from  birth,  these  high- 
i  porcines  don't  narse  because 
too  dirty.  They  wouldn't  recog- 

slop  if  they  fell  in  it.  For  the 
isplant  industry,  these  pigs  rep- 
int  a  shining  hope.  Theii"  organs 
ely  resemble  our  own.  And  the 
1  have  been  engineered  to  cany 

human  genes  that  make  the 
ins  look  nearly  human  to  a  re- 
ent's  immune  system — and 
'efore  less  hkely  to  be  rejected. 
HEALLY  BAD  IDEA."  Pig  hearts 
e  been  kept  beating  in  monkeys 
as  long  as  60  days.  With  recent 
ances  in  cloning,  scientists  could 
)retically  raise  genetically  iden- 
1  pig  litters,  greatly  reducing 
variables.  Pigs  ai'e  cleaner  than 
cons — another  potential  soiu'ce 
wgans — and  using  pigs  is  less 
ly  to  elicit  complaints  from  ani- 

activists.  Pig  organs  could  help 
3  200,000  lives  a  year  in  Ameri- 
says  John  J.  Fung,  transplanta- 

director  at  the  University  of 
sburgh  Medical  Center, 
lecently,  however,  researchers 
e  pointed  to  what  could  be  a 

istrous  drawback  to  the  use  of  ll        j_  i  j_ 

organs.  Last  month,  reseaix-hers  EFC  HOW  SOlt  01  E  CFapSnOOt 
jondon's  Institute  of  Cancer  Re-  rrrx  a        •       j.  •  x 

i-ch  reported  that  a  virus  found  SayS  ail  t  DA  SCientlSt 

3ig  cells  had  crossed  over  and   

cted  human  cells — an  event  doc- 
3  had  thought  was  unlikely.  Other 
ups  have  observed  the  same  thing. 
(  implications  ai"e  ominous:  The  trans- 
ntation  of  pig  organs  into  humans 
Id  unleash  a  new  human  viral  epi- 
nic.  "From  an  infectious  disease 
idpoint,  transplanting  animal  organs 
I  really  bad  idea,"  says  Jonathan  S. 
m,  vii'ologist  at  the  Southwest  Foun- 
ion  for  Biomedical  Research  in  San 


Cross-species  transplants 


In  Britain,  the  virologists'  camp  won 
out:  In  January,  the  government  placed 
a  moratorium  on  xenotransplants. 

In  the  U.  S.,  the  Food  &  Drug  Ad- 
ministration has  given  the  $4  billion 
transplant  industry  the  go-ahead,  stipu- 
lating strict  monitoiing  of  tissues,  or- 
gans, and  patients  and  the  estabhsh- 
ment  of  nationwide  tissue  banks.  "We're 
building  more  safety  into  the  approach," 


says  Philip  D.  Noguchi,  director  of  cel- 
lular and  gene  therapies  at  the  fda. 

Livers,  hearts,  and  other  intact  or- 
gans present  the  gi'eatest  risks  for  the 
transmission  of  animal  viruses  to  hu- 
mans. Such  organs  can  easily  spread 
any  viruses  they  might  carry  through- 
out the  bloodstream.  Most  healthy  peo- 
ple might  have  immune  systems  power- 
ful enough  to  resist  the  viruses.  But 
transplant  patients  are  given  dings 
to  suppress  their  immune  systems 
to  prevent  rejection  of  their  trans- 
planted organs.  That  leaves  them 
vulnerable  to  the  animal  viruses, 
which  could  in  turn  leap  fi'om  them 
to  the  rest  of  us. 

YEARS  OF  TESTING.  Besides  whole 
organ  transplants,  researchers  are 
also  devising  ways  to  transplant  live 
animal  tissues  and  cells  to  treat 
some  diseases.  Theoretically,  it's  eas- 
ier to  screen  the  tissues  for  the 
presence  of  viruses.  Doctors  in 
Boston,  for  example,  have  inserted 
fetal  pig  cells  into  the  brains  of  12 
Parkinson's  disease  patients — with 
startling  success.  In  some  cases  pa- 
tients have  begun  walking  again. 
Biotech  companies  are  rigging  up 
"bioartificial"  livers,  circulating  pa- 
tients' blood  through  pig  liver  cells 
and  then  back  into  the  body. 

Meanwhile,  researchers  are  ex- 
perimenting with  animal  tissues  and 
cells  for  use  against  diabetes,  mul- 
tiple sclerosis,  and  aids.  Although 
hkely  safer,  even  tissue  and  cell  im- 
plants  pose  unknown  risks.  Nogxichi 
I  emphasizes  that  more  research  is 
needed.  "It  makes  it  sort  of  a  crap- 
shoot,"  he  says.  That  could  change 
as  scientists  develop  tests  sensitive 
enough  to  proclaim  tissues  virus- 
free — but  that  could  take  years. 

Some  researchers  argue  that  the  fda 
must  push  the  industry  to  build 
stronger  fii-ewalls  between  species  by 
banning  some  procedures  and  demand- 
ing the  most  rigorous  testing.  Other- 
wise, in  the  fight  against  familiar  old 
diseases,  we  could  end  up  creating  mys- 
terious new  ones. 

By  Stephen  Baker  in  Pittsburgh 


IN  THIS  BLOODTHIRSTY  BUSINESS 
ARENA,  IT'S  BE  IN  CONTROL  OF 
YOUR_IWEOR^IVLAtiail  FLOW  OR 


GET 


UNDER  IT 


1  LOTUS  NOTES®  4.5.  WORKING  THE  WEB  TO  WORK  TOGETHER  BETTER. 

I  Alright,  so  there's  a  lot  going  on  in  your  day:  managing  e-mail,  sharing  work,  juggling  your 
calendar,  coordinating  appointments  and  staying  on  top  of  web-based  information  that 
changes  every  minute.  Hey,  that's  business.  And  since  you're  not  going  to  get  any  sympathy, 
you'd  do  well  to  get  Lotus  Notes  4.5.  It's  designed  to  leverage  the  power  of  the  Web  so  you 
can  work  more  closely  with  your  colleagues,  and  put  all  the  information  your  job  demands 
right  there  on  your  desktop. 

A  PLACE  WHERE  YOU  CAN  REALLY  GET  SOME  WORK  DONE.  Lotus  Notes  4.5 
is  your  central  access  point  for  all  information  in  the  business  world.  It  ensures  that  the 
information  you  depend  on  is  literally  up-to-the-second,  and  that  you  become  aware  when 
something  important  changes  -  whether  it's  the  starting  time  for  your  afternoon  meeting 
or  an  update  to  a  website  that's  vital  to  your  business. 

Notes  is  now  thoroughly  tied  to  the  Web,  so  it  not  only  gives  you  direct  access  to  the 
expanding  universe,  it  lets  you  update  the  content  of  your  company  website  directly.  It  even 
helps  you  stay  productive  while  you're  off-line,  stuck  on  a  plane  or  wherever. 

Notes  has  always  been  about  working  together  better.  In  its  latest  version,  it's  also  the  best 
Internet  client,  so  you  can  move  to  a  whole  new  level  of  web-based  collaboration  -  and  get 
on  top  of  all  that  information  before  it  gets  on  top  of  you.  Find  out  more  about  how  you  can 
use  Lotus  Notes  4.5  to  do  your  job  better  by  visiting  our  website  at  www.  lotus. com. 


NOTES  4.5 
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Developments  to  Watch 


EDITED  BY  OTIS  PORT 


PURGING  DRUGS  OF  THEIR  EVIL  TWINS 

PROMISING  DRUGS  MUST  SOMETIMES  BE  SHELVED  BE- 

cause  they  contain  sinister  elements  that  are  mir- 
ror images  of  the  beneficial  ingredients.  Many  mol- 
ecules come  in  two  versions — chemically  identical, 
but  reversed  in  stincture.  Chemists  dub  them 
right-handed  or  left-handed  and  refer  to  them  as 
chiral  molecules.  When  thahdomide  was  marketed 
40  years  ago,  a  left-handed  molecule  provided  re- 
lief from  morning  sickness.  But  its  right-handed 
counterpart  caused  horrible  birth  defects. 

Because  chiral  molecules  behave  the  same  in 
chemical  reactions,  separating  them  is  tough. 
That  may  soon  change.  Isiah  M.  Wai'ner,  chair- 
man of  Louisiana  State  University's  chemistry 
department,  recently  received  $750,000  in  federal 
gi'ants  to  develop  promising  solutions  he  has  pioneered. 

One  uses  tiny  balls  of  special  siufactant  molecules.  While  these  attach  to  both  chiral 
forms,  either  the  right-handed  or  the  left-handed  version  has  a  slightly  stronger  bond — 
and  this  can  be  exploited.  Pass  a  cuiTent  thi-ough  the  solution,  and  the  weak-bond 
clumps  move  more  rapidly  toward  an  electrode,  leaving  behind  the  strong-bond  clumps. 
Warner  beHeves  this  process  could  be  scaled  up  to  purify  bulk  chemicals.  □ 


OPEN  WIDE:  YOUR 
DENTIST  GOULD  HELP 
PREVENT  STROKE 

EACH  YEAR,  HALF  A  MILLION 

Americans  suffer  a  stroke. 
For  some,  it's  deadly.  Oth- 
ers are  left  with  disabilities 
such  as  partial  paralysis  in 
a  limb,  or  a  speech  impedi- 
ment. Usually,  there  are  no 
warning  signs.  But  dentists 
may  soon  fill  that  void  and 
become  a  first  line  of  de- 
fense against  strokes. 


Researchers  at  the  Uni- 
versity at  BulTalo  have  found 
that  routine  dental  X-rays 
seem  to  be  an  effective  tool 
for  spotting  potentially  dan- 
gerous calcium  buildups  in 
the  cai'otid  aiteries.  These  ai"- 
teries  are  near  both  ends  of 
the  jawbone  and  supply  the 
brain  with  blood.  Arterial  cal- 
cium deposits  that  choke  off 
blood  to  the  brain  are  a  ma- 
jor cause  of  stroke. 

Dr.  Laurie  C.  Carter,  a  ra- 
diologist at  the  university's 
School  of  Dental  Medicine, 


led  the  team  in  examining 
the  X-rays  of  2,752  new  chn- 
ical  patients.  About  5%  of 
them  had  calcification  and 
were  advised  to  visit  their 
doctors.  Now  the  team  is 
gearing  up  to  corrobo- 
rate the  research.  For 
example,  one  study  in- 
volves taking  dental  X- 
rays  of  recent  stroke 
victims  to  see  how 
many  have  visible  cal- 
cium deposits  that 
might  have  warned 
they  were  at  risk.  □ 


INNOYATIONS 


Li 


■  Researchers  at  CytoThc 
peutics  in  Providence  are 
veloping  a  possible  then 
for  Huntington's  disease, 
the  latest  issue  of  the  jour 
Nature,  they  report  inject 
hamsters'  brains  with  c( 
engineered  to  make  a  ne 
growth  factor.  The  grov 
factor  protected  brain  c( 
from  a  toxic  substance  t 
produces  syinptoms  similai 
Huntington's  disease.  The  I 
gineered  cells  were  shiek 
by  a  capsule  just  permea 
enough  to  let  the  growth  f 
tor  out. 

»  Late  Mai'ch  and  early  Aj 
are  prime  viewing  times 
Comet  Hale-Bopp  and  its  i 
usual  twin  tails.  While  t 
Internet  is  awash  in  Ha 
Bopp  information,  the  U 
Naval  Obsei-vatoiy  site  ha; 
valuable  guide.  Just  type 
your  city  and  state,  and  hi 
come  viewing  times  a 
whei'e  to  look.  The  guide  is 
http://aa.usno.navy.mi1/aa/d 
docs/lialeboppprog.html. 
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EASY-TO-SWALLOW  NEWS  FOR  DIABETICS 


A  NUMBER  OF  DRUGS,  SUCH 

as  insulin  and  immunoglobu- 
lins, are  too  fragile  to  sur- 
vive digestion  or  too  big  to 
pass  through  the  intestinal 
wall  into  the  bloodstream.  So 
millions  of  diabetics  and  oth- 
er patients  must  endure  dai- 
ly injections.  But  researchers 
are  r'acing  to  turn  these  in- 
jectable drugs  into  easy-to- 
swallow  pills. 

One  approach  is  to  coat 
the  drug  with  a  biodegi'ad- 


able  polymer  The  coated 
drug  passes  through  the 
stomach,  then  sticks  to  the 
walls  of  the  small  intestine. 
There  the  polymer  breaks 
down,  and  the  drug  can  en- 
ter the  blood.  In  animal  ex- 
periments reported  in  the 
Mar  27  issue  of  Nature,  a 
team  led  by  Edith  Math- 
iowitz  of  Brown  University 
showed  this  method  can 
work  for  insuHn. 

Even  more  impressive  i-e- 


sults  come  from  borrowing 
one  of  natiu-e's  tiicks.  While 
developing  a  cholera  vaccine 
in  1991,  pediatrician  Alessio 
Fasano  of  the  University  of 
Maiyland  fliscovered  a  pre- 
viously unknown  bacterial 
protein  that  can  open  gaps 
in  the  small  intestine's  wall. 
The  cholera  bug  uses  this 
protein,  dubbed  Zot,  to  tap 
the  body  for  fluids.  But 
Fasano  reahzed  the  openings 
could  also  be  portals  for 
moving  big  molecules  into 
the  blood.  "We  found  the 


key  for  a  gate  already 
there,"  he  notes. 

In  experiments  with  rats, 
Fasano  has  shown  that  in- 
suHn given  orally  with  Zot 
does  ends  up  in  the  blood. 
Next,  the  method  will  be 
tested  in  monkeys  and  peo- 
ple. "If  this  technique  brings 
the  possibihty  of  giving  in- 
sulin orally,  it  will  be  a  ma- 
jor breakthrough,"  enthuses 
Fasano.  He's  already  talking 
to  several  choig  companies 
that  want  to  commercialize 
the  approach.     John  Carey 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwapr@businessweek.com 
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YOUR  NEXT  PRESENTATION 
GOULD  PACK  ANYTHING  FROM  A  NIGE  PUNGH 


TO  A  BIG  WALLOP. 


MiilliSyric  is  a  registered  trademark  and  Ml  and  See,  Hear  and  Feel  the  Difference  are  trademariis 
of  NEC  Technologies,  Inc.  GSA#  GS.03F.4070B.  '6 1996  NEC  Technologies.  Inc. 


Visit  our  new  web  site  at  http://www.nec.com. 


MultiSync'*  Multimedia  Monitors: 
29"  CRT  (27"  viewable  image  size)  and 
37"  CRT  (35"  viewable  image  size). 
Excellent  image  quality  and  reliability 
for  groups  from  3-20. 


Multisync®  MT'"  Series  LCD  Projectors: 
Lightweight  and  portable 
for  the  truly  mobile  professional. 


Multisync'^  XG  Series  CRT  Projectors: 
Our  most  technically  precise,  versatile 
projector  for  fixed  installations. 


You  want  your  next  presentation 
to  have  impact?  Well,  you've  got  it. 
NEC  offers  a  complete  range  of 
large  screen  displays,  including 
multimedia  monitors,  LCD  projectors, 
and  CRT  projection  systems.  We've 
designed  image  systems  to  insure 
maximum  presentation  impact  for 
virtually  any  audience,  any  room, 
or  any  lighting  situation. 

No  matter  which  system  fits 
your  needs,  you  will  experience  the 
superior  image  quality  inherent  in 
all  NEC  displays.  And,  naturally,  you 
can  count  on  NEC's  reliability  and 
compatibility  with  nearly  every 
video  and  computer  source. 

Whether  you  just  want  to  raise 
eyebrows  or  completely  blow  doors 
off,  call  1-800-NEC-INFO.  To  receive 
information  via  your  fax  machine, 
call  1-800-366-0476. 
SEE,  HEAR  AND  FEEL  THE  DIFFERENCE." 
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owjto  Put Jhem  Togethe 
iFrom  Jechnique  to  ilechnologv 


BY  CLAUDYNE  WILDER 


I  he  advent  of  powerful 
laptop  computers  and 
easy-to-use  software  has 
made  it  possible  for  busi- 
ness people  to  produce  graphic 
presentations  without  the  aid  of 
professional  designers.  Although 
this  may  result  in  cost  savings  and 
new  communication  opportuni- 
ties, the  outcome  is,  too  often, 
presentations  that  are  inadequate- 
ly planned,  clumsily  executed  and 
poorly  received. 

Technology  can  give  you  a  signifi- 
cant edge,  but  only  if  you  know  how  to 
use  it.  More  than  a  laptop  and  a  state- 
of-the-art  projection  system  are  needed 
to  create  effective  presentations.  This 
article  will  explain  how  your  presenta- 
tions can  be  made  more  successful 
through  improved  body  language, 
format  and  content,  as  well  as  through 
the  effective  use  of  available  technology. 

The  five  key  areas  to  be  considered 
in  developing  presentations  are: 
I  The  technology. 
I  The  messenger. 
I  The  audience. 
I  The  screens. 
I  The  preparation. 


KNOW  THE 
TECHNOLOGY 

Before  creating  screens,  you  need  to 
know  how  they  will  be  shown.  There's 
no  sense  in  creating  screens  in  gorgeous 
color  if  they're  going  to  end  up  being 
shown  in  black  and  white.  There's  no 
point  in  using  photos  and  video  clips  if 
they're  going  to  be  run  at  a  size  that 
makes  them  invisible  beyond  the  first 
few  rows  ot  the  audience.  You  don't 
have  to  be  an  expert  in  the  technology, 
but  you  should  know  what  your  choic- 
es are  and  their  benefits  and  drawbacks. 

Laptop  Computers  A  client  recently 
told  me  that  despite  having  a  better 
product,  he'd  lost  an  important  sale 
when  the  competi- 
tion— using  a  laptop 
computer — delivered 
a  more  exciting  pre- 
sentation. Apparently 
the  glamour  and  glitz 
of  the  multimedia  show 
had  overshadowed  the 
hard  data.  As  a  result   

"  NEC 

the  client  now  insists 
that  his  sales  people  be  trained  to  use 
laptops.  And  he's  not  alone.  More  and 
more  companies  are  finding  that  their 
sales,  technical  and  field  people  need 


XM37 


not  only  laptops,  but  the  software,  the 
projection  equipment  and,  particularly, 
the  training  that  will  enable  them  to 
give  more  cftcctive  presentations. 

LCD  Panels  An  Lc:i)  (liquid-crystal 
display)  panel  is  a  fiat  piece  of  equip- 
ment about  two  inches  thick,  weighing 
around  seven  pounds.  It  is  placed  on 
top  of  an  overhead  projector  and  the 
panel  is  plugged  into  the  computer 
holding  the  images  for  the  presentation. 
The  images  appear  on  the  panel,  and 
the  light  from  the  overiiead  projector 
shines  through,  projecting  them  onto 
the  screen.  If  the  overhead  projector 
puts  out  4,000  lumens  (standard  units 
of  brightness)  or  more,  the  panel  will 
display  a  fairly  bright 
picture.  Some  older 
overhead  projectors, 
though  they  are  bright 
enough  for  transparen- 
cies, don't  have  enough 
lumens  to  make  com- 
puter images  sparkle 
on  the  screen. 
LCD  panels  may  be  a  good  alterna- 
tive for  cost-conscious  buyers,  as  there's 
a  price  difference  bet\veen  LCD  panels 
and  LCD  projectors.  And  for  some 
users,  especially  those  using  only 
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Picture  the  beauty  of  digital  light. 

The  dramatic  new  dig 
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You  know  the  feeling.  You 
put  enormous  effort  into 


E(AS  INSTRUMENTS  TECHNOLOGY 

le  subtleties  of  a  visual  presentation,  only  to  have 
lem  lost  on  their  way  to  the  screen.  No  longer. 
Introducing  a  revolutionary  all-digital  display 
■chnology.  The  final  link  to  presenting  informa- 
on  digitally.  (Since  you  already  create,  edit 
id  store  your 
"esentation  digi- 
Jly,  shouldn't 
)U  display  it  that 
ay,  too?)  An 
[novation  made 
Dssible  by  digitiz- 
ig  light.  Ti'eating 
1  images  as 
igital  data.  And 
ifiecting  them 
cm  their  original 
Durce  directly 
)  the  screen, 
's  called  Digital 
ight  Processing" 


Your  presentation  was  created  digitally. 
Edited  digitally.  And  stored  digitally 
Now  there 's  a  way  to  present  it  digitally 

bloom.  And  PowerPoiiif" 
slides  appear  as  sharp  as  35nmi  film.  From  nearly 
any  viewing  angle.  Even  in  a,  well-lit  room. 

But  to  be  truly  revolutionary,  a  new  technology 
also  must  be  accessible.  That's  why  projection 

systems  featuring 


DLP 


technol- 


Witness  the  revolution  in  visual  resolution  with  DLP  technology  Text  and  graphics  have  the 
sharpness  of  35mm  film  while  projecting  seamlessly  with  uniform  brightness  from  top  to  bottom, 
side  to  side  and  corner  to  corner  of  a  screen. 


DLP™)  created  by  Texas  Instruments. 

The  result  is  a  presentation  that  loses  notliing  in 
le  translation.  For  the  fii'st  tin^ie  the  screen  is  as 
[ear  as  a  just-washed  window.  The  colors  of  the 
raphics  look  natural  without  the  usual  flicker  and 


ICTHOHOl 


ogy  are  afford- 
able. Easy  to 
use.  (Imagine  the 
freedom  of  a 
technology  you 
don't  need  a  tech- 
nician to  control.) 
And  available 
today  fi'om  Davis, 
E 1  e  c  t  r  o  h  o  m  e , 
InFocus,  nView, 
Projectavision 
and  Vidikron  at  a 
dealer  near  you. 
You  may  also  call  1-888-DLP-BY-TI,  ext.  999,  to 
receive  more  detailed  infoi-mation.  Or,  if  you  pre- 
fer, visit  http://wvvw.ti.com/dlp  for  an  online 
demonstration  of  TPs  revolutionary  all-digital 
display  technology. 


Digital  Light  Ptocessrng  and  DLP  are  trademarks  of  Texas  Instruments  Incorporaieti 
PowerPoint  is  a  regisleted  trademark  o(  Microsoft  Corporation 
1997  Tl 
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Digital  Light  Processing: 

Texas  Instruments  Lights  The  Way 

Texas  Instruments'  announcement  in  April  1996  that  it  was  shipping  its  new  Digital 
Light  Processing  subsystems  for  use  in  display  systems  marked  the  end  of  a  con- 
centrated four-year  effort  to  develop  a  digital  projection  system  based  on  Ti's 
Digital  Micromirror  Device.  Since  then,  13  companies  have  introduced  or  announced 
products  using  DLP  subsystems  for  a  wide  variety  of  applications,  including  business, 
education,  home  entertainment,  commercial  theaters  and  sports. 

In  the  past,  most  images  have  begun  as  analog 
signals,  which  move  from  source  to  destination  as  a 
stream  of  electronic  impulses.  Because  they  travel 
as  a  continuous  stream,  varying  in  strength 
according  to  the  nature  of  the  content, 
the  precision  of  the  resulting  image  can  vary 
as  well,  depending  on  how  wellor  at  which  point  in 
its  cycle  the  signal  is  read.  DLPprojectors,  on  the  other 
hand,  are  all-digital,  frominput  to  display.  Digital  signals 
carry  their  messages  as  precise  pulses  of  electronic      ^^^'^  instruments  dlp 
information,  which  are  restored  to  the  form  of  an  image  when  they  reach 
their  destination,  resulting  in  high  brightness,  sharpness,  contrast,  resolution 
and  color  fidelity. 

The  combination  of  DLP  systems'  versatility  and  the  high  quality  of  their 
images  make  these  systems  leading  contenders  for  movies,  business  appli- 
cations, television  and  computers.  DLP  systems  can  switch  between  television 
or  movie  projection  to  computer  display  projection  with  no  degradation  in 
image  or  color  quality — an  ability  most  of  today's  analog  systems  lack. 

Some  visionaries  are  already  predicting  that  televisions  and  personal 
computers  will  become  one  device.  Others  believe  that  TV  cable  services, 
telephone  networks  or  satellite  systems  will  be  the  interactive  pipelines  of 
information.  Regardless  of  what  type  of  convergence  between  delivery  systems 
occurs,  the  display  of  the  future  is  available  today:  Digital  Light  Processing. 


black-and-white  screens,  even  a  low- 
end  LCD  panel  may  suttlcc. 

LCD  Projectors  In  the  past  few 
years,  LCD  projectors,  combining  a 
projector  and  an  LCD  panel,  have 
become  increasingly  popular.  One 
reason  for  this  is  that  all  you  need  to 
display  images  is  a  single  cable  that 
connects  the  projector  to  the  laptop. 
LCD  projectors  are  also 
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becoming  more 
portable  and  easier  to  use,  which  makes 
them  favorite  s  of  presenters  who  travel. 

DLP  The  latest  thing  in  projection 
technology  is  DLP — Digital  Light 
Processing.  Digital  Light  Processing  is 
based  on  a  microchip  called  a  Digital 
Micromirror  Device  (DMD),  which 
was  developed  by  Texas  Instruments. 
On  the  front  of  each  chip  are  508,000 
tiny  aluminum  mirrors,  each  repre- 
senting one  pixel  in  an  848-by-600 
array.  Light  is  reflected  off  these 
mirrors  and  through  a  color  wheel, 
producing  color  video  or  data  images 
ot  extremely  high  quality. 

Traveling  A  presenter  who  uses 
equipment  supplied  at  the  site  of  the 
presentation  is  at  the  mercy  of  that 
equipment's  quality  and  condition.  If 
you  dislike  surprises,  you'll  probably 
want  to  bring  your  own  equipment. 
The  benefits  are  many:  You  can  thor- 
oughly test  all  the  equipment  before 
the  presentation.  You'll  know  how  to 
hook  up  the  equipment.  You'll  know 
how  your  screens  are  going  to  look  with 
this  particular  projection  system,  and 
how  to  adjust  the  system  to  get  the  best 
color.  You  won't  have  to  worry  about 
whether  the  equipment  will,  in  fact,  be 
waiting  for  you  when  you  arrive.  The 


disadvantage,  of  course,  is  that  you'll  be 
lugging  everything  around  with  you. 

Resolution  Here's  another  pitfall — 
potentially  a  fatal  one — awaiting 
presenters  who  rely  on  someone  else's 
projection  system. 

Until  recently,  most  laptop  comput- 
ers had  a  resolution  of  640  by  480  pixels, 
meaning  that  there  are  640  columns  ot 
pixels  going  down  the  screen  and  480 
rows  of  pixels  going  across.  Manu- 
facturers of  LCD  panels  and  projection 
systems  made  products  to  work  with 
640-by-480  resolution. 

Most  new  computers  now  offer  800- 
by-600  resolution,  which  provides  a 
much  sharper  picture.  Projection- 
system  manufacturers,  therefore,  are 
now  making  systems  that  work  with 
this  higher  resolution.  If  you  have  a 
computer  with  640-by-480  resolution 


and  you  come  across  an  800-by-600 
projection  system,  the  equipment 
should  work  just  fine.  If,  however,  you 
have  a  new  computer  with  800-by-600 
resolution  and  are  given  a  projection 
system  that  operates  at  the  lower  resolu- 
tion, you  may  run  into  problems.  The 
system  may  work  well,  or  it  may  work 
poorly,  meaning  that  part  of  your  image 
could  be  cut  off,  or  it  may  not  work  at 
all.  The  importance  ot  finding  out  the 
resolution  of  the  projection  system 
you'll  be  using  should  be  obvious. 

Hint:  If  you're  in  the  market  for  an 
LCD  projection  system  and  you  don't 
need  the  higher  resolution,  you  should 
be  able  to  find  some  excellent  bargains 
on  640-by-480  systems. 

The  next  special  advertising  section 
in  this  series  will  include  a  checklist  to 
help  you  shop  for  a  projection  system. 
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TuRFWAY  Park  Wins  Big  With  Philips 


Philips  LC3500 


Officials  at  Turfway  Park,  a  raceway  in  Kentucky,  wanted  to  expand  and  remodel 
their  facility  to  allow  live  broadcasts  of  racing  events  from  other  tracks.  How  could 
they  showcase  up  to  five  live  races  from  around  the  country,  along  with  on-screen 
statistics  and  wagering  information,  with  picture  quality  suitable  for  an  audience 
of  more  than  300  racing  fans? 

Philips  Professional  Products  provided 
a  winning  solution  with  the  installation 
of  five  LC3500  projectors,  which 
are  now  part  of  Turfway  Park's 
closed-circuit  television  system, 
displaying  live  races  from 
around  the  country  via  satellite. 
The  system  provides  every  seat  in  the 
room  with  a  clear,  sharp  view  of  each 
race  and  the  accompanying  information, 
making  it  easier  for  fans  to  take  notes  and  making  the  entire  experience  of 
The  Race  Book,  as  the  remodeled  facility  is  called,  more  realistic. 

"The  Philips  LCD  projectors  replaced  the  CRT  projectors  that  were  being 
used,"  says  Mark  Galjour  of  Galjour  Electronics,  the  video-production  and 
closed-circuit-television  operator  for  Turfway  Park.  "We  compared  Philips 
projectors  with  other  LCD  projectors  and  CRTs,  and  selected  Philips  LC3500 
projectors  for  their  brightness,  sharp  picture  and  sealed-light-path  technology, 
which  gives  extra  life  to  the  lamp.  Since  these  projectors  run  10  to  12  hours 
per  day,  seven  days  a  week,  reliability  and  long  lamp  life  were  important 
factors  in  our  recommendation  to  our  customer." 

The  Philips  projectors  broadcast  up  to  five  events  on  15-foot  diagonal 
screens  from  more  than  30  feet  away.  Each  screen  is  surrounded  by  27-, 
31-  and  35-inch  television  monitors,  providing  race  footage,  prerace 
events,  and  statistics  and  wagering  information. 

The  LC3500  is  ideal  for  any  educational  or  training  setting.  The  projec- 
tor's high  light  output,  outstanding  color  uniformity  and  brightness  allow 
even  large  audiences  to  view  presentations  easily  under  almost  all  lighting 
conditions,  including  daylight.  With  the  "plug-and-present"  capabilities  of 
the  LC3500,  users  can  display  text,  data,  graphics  and  video  presentations 
from  a  single  projector,  using  almost  any  computer  or  video  source. 

Following  up  its  success  at  Turfway  Park,  Galjour  Electronics  is  currently 
replacing  CRT  projectors  with  Philips  LCD  projectors  in  an  off-track  betting 
parlor  in  Louisiana.  With  the  LC3500,  fans  of  simulcast  live  racing  need 
never  again  miss  a  photo  finish. 


Bells,  Whistles  And  Mice  I  hcre  are 
product.s  available  tor  every  need. 
Many  L(~l)  projectors  have  a  built-in 
sound  system,  many  have  a  remote 
mouse,  and  some  have  a  disk  drive, 
which  means  that  you  don't  even  need 
your  laptop:  lust  put  in  your  disk  and 
start  your  presentation!  Keep  in  mind 
that  without  a  laptop,  you  won't  be  able 
to  eustonii/e  or  tweak  your  presenta- 
tion, but  this  may  not  be  a  problem.  It 
it  isn't,  having  to  carry  only  one  piece  of 
equipment  is  great! 

/\n  obvious  but  important  point:  It 
you're  going  to  rely  on  the  site's  system, 
talk  beforehand  with  the  person  in 
charge  of  the  equipment,  and  ask  lots  ot 
questions.  If  you're  going  to  be  using  an 
LCI)  panel,  be  sure  to  ask  whether  the 
overhead  projector  on  which  the  panel 
sits  puts  out  at  least  4,000  lumens — 
ideally  more.  If  your  contact  assures  you 
that  he  used  the  equipment  just  last 
week  and  the  screens  looked  fine,  don't 
stop  there.  Maybe  his  screens  contained 
nothing  but  text  and  hardly  any  color. 
That  won't  tell  you  much  about  how 
your  photo-intensive,  brightly  colored 
presentation  is  going  io  look. 

If  you  can't  tlnd  anyone  to  answer 
your  questions,  arrive  early.  You  may 
even  want  to  come  prepared  with  two 
presentations:  one  in  color,  one  in 
black  and  white.  If  the  equipment  is 
old  and  the  light  very  dim,  go  with  the 
black  and  white. 

////;/;  Don't  use  a  stark  white  back- 
ground. It's  hard  on  viewers'  eyes.  Use 
a  light  gray  ( 10  percent)  or  a  light  blue. 

THE  MESSENGER  IS 
THE  MESSAGE 

In  the  words  ot  Roger  y\iles,  Ronald 
Reagan's  media  coach,  "  The  secret  ot 
presentation  training  has  always  been: 
You  are  the  message."  fancy  screens 
won't  make  up  for  a  soft  monotone 
coming  from  a  stiff,  robotic  presenter. 
Studies  show  that  73  percent  ot  a  pre- 
sentation's effectiveness  is  created  by  the 
tone,  style  and  body  language  of  the 


speaker.  Vet  most  people,  especially  now 
that  the  tools  for  creating  presentations 
are  widely  available,  devote  a  great  deal 
of  time  and  effort  to  developing  a  pre- 
sentation and  almost  none  to  practicing 
it.  Speaking  skills  and  body  language  are 
matters  of  life  and  death:  You  can  give 
your  message  life  with  the  enthusiasm  it 
deserves,  or  lay  it  to  rest  with  a  voice 
worthy  of  an  eulogy. 

Presenters  must  learn  to  establish 
rapport  with  the  audience  by  looking  at 
them  and  speaking  to  each  person. 


Some  projection  systems  can  now  be 
used  with  the  room  lights  on  high  or 
only  partly  dimmed,  but  even  it  the 
lights  will  be  off  while  you're  displaying 
your  screens,  don't  take  refuge  in  dark- 
ness. Begin  with  the  lights  on  high  and 
on  you.  Have  someone  dim  them  once 
you  start  showing  the  screens  and  turn 
them  back  on  at  the  end  of  your  talk — 
or  before,  if  you  decide  to  take  questions 
partway  through. 

That  brings  us  to  the  actual  talk  and 
how  it  is  delivered.  Do  you  recognize  your- 
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Facing  a  tough  audienc 


Relax. You'll  feel  comfortable 
and  look  good  presenting 
mth  a  Philips  LCD  projector. 


Everything  about  the  new  Philips  Brilliance  LCD  projectors  is  designed  to 
boost  your  confidence.  Unique  Limesco  technology  offers  future-proof  PC 
compatibility  and  instant  recognition  of  connected  equipment.  Hassle-free 
operation  lets  you  concentrate  on  your  performance,  not  your  projector's. 
You'll  impress  your  audience  with  award-winning  picture  quality.  And  with  the 
Philips  Ultra  High  Performance  lamp  you'll  project  brighter  pictures  for  up  to 
5  times  longer  than  with  a  conventional  lamp.  Sounds  like  what  you  need  to  win 
over  your  next  audience?  Call  Philips  direaly  1-800-504-9978  or  visit  our  Web  site^ 
at  http://wv/w.philipslcd.com 

Circle  89  on  Reader  Sen/ice  CartM 
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Back  to  School  with  Proxima 

Presenters  University  is  a  free,  on-line  resource,  sponsored  by  Proxima  Corporation, 
with  tips,  tools  and  training  for  everyone  on  giving  effective  presentations.  Select 
from  Courses,  Advisor,  Library,  Cafe  and  Special  Events  for  the  latest  updates  in 
presentation  techniques  and  technologies. 

In  the  Courses  area,  you'll  find  introductory 
and  advanced  classes  on  a  variety  of  topics. 
Courses  are  updated  monthly  with  new/ 
applications  based  on  research  in  the 
areas  of  audience  retention  and  presen- 
tation effectiveness. 

In  the  Advisors  section,  an  on-line 
instructor  helps  you  determine  which 
courses  are  best  suited  for  your  presentation 
style  and  level  of  experience.  The  Library  carries  ^ 
free  clip  art  as  well  as  links  to  other  companies 
provided  to  assist  you  in  locating  information  about  presentation  software, 
PC  systems  and  peripherals  and  presentation  accessories. 

Campus  Cafe  is  a  live  chat  room  that  lets  you  exchange  ideas  and 
share  experiences  with  other  presenters.  Advice  for  first-time  presenters, 
technology  tips,  questions  for  experts,  along  with  a  list  of  venue  favorites 
are  some  of  the  topics  being  discussed  in  the  Campus  Cafe. 

Special  Events  includes  up-to-date  information  on  Presenters  University 
Road  Tours  and  Games. 

Presenters  University  is  located  at  http://vww.presentersuniversity.com. 


Presenters  University 


self  in  any  of  the  following  descriptions? 

The  Speed  Demon  Many  people  dis- 
like being  at  center  stage,  so  they  speak 
as  quickly  as  possible  to  get  the  talk  over 
with  as  soon  as  possible.  If  they  can 
shave  off  tour  minutes  by  never  pausing 
at  the  end  of  sentences,  they  do. 
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Get  into  the  habit  of  pausing  to  let  the 


audience  digest  what  you've  said.  This  j 
can  be  practiced.  ^Vhen  you  are  alone,  in 
the  shower  or  in  your  car,  talk  out  loud. 
Talk  about  anything  you  like,  and  pause  ™ 
after  each  sentence.  Be  careful  not  to  fall 
into  the  number-one  problem  of  presen- 
ters: filling  silences  with  "uhs"  and  "urns." 
Instead,  breathe  between  the  sentences. 
Once  you  get  the  feeling  of  pausing, 
you'll  be  able  to  do  it  in  front  of  an  audi- 
ence. And  it  will  keep  you  out  of  another 
bad  habit:  speaking  in  a  monotone.  As 
you  begin  each  new  sentence  after  a 
pause,  you'll  emphasize  the  opening 
words.  You  can  also  train  yourself  not  to 
mumble  the  last  few  words  in  a  sentence 
but  to  speak  them  loudly  and  forcefully. 
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500  ANSI  lumens 

Get  more  per/onmiiice.  tote  fewer  pounds.  That's  the  hnlliani  idea  behind  our  SM'"  MP863()  mulltmedui  projector  Revving  up  your 
KWKtm    off-site  nil  etiny^s  is  a  snap — vou  get  true  SVGA  resolution  to  meet  the  demands  of  today's  notebook  computers,  combined  with  an 
easy-cany  handle  and  ingeiiunis.  fully  enclosed  lens  design.  The  3M  MPS6M)  projector  is  compact  enough  to  jit  under  your  seat  on  the  plane  or  in 
the  lightest  overhead  compartment.  And  it  comes  with  a  multi-voltage  power  supply.  VirtucdMouse  remote,  and  jull  multimedia  capacit}:  including 

'£'3M  1397 
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The  Screen  Gazer  Ihe  second- 
v'orst  habit  of  presenters  is  not  making 
ye  contact.  Too  many  speakers  deliver 
heir  presentations  to  the 
creen.  You  may  think  that 
he  audience's  attention  is 
ixed  on  your  fascinating 
creens  and  that  no  one  is 
vatching  you,  but  that's 
lot  the  case.  People  look 
It  you  to  see  whether 
'ou're  interested  in  them, 
.ook  at  individuals  in  the  audience. 
Don't  make  it  a  staring  contest,  but  look 
it  someone  for  a  full  sentence  or  two. 
Kbu  may  not  be  able  to  look  at  everyone, 
mt  you  can  certainly  address  each 
;ection  of  the  room,  aiming  your  talk  at 
)ne  person  in  each  area.  (If  you're  going 
o  be  delivering  a  presentation  overseas, 
;heck  that  country's  etiquette  concern- 
ng  eye  contact  first.) 

The  Robot  When  you  stand  in  front 
)f  an  audience,  you  become  another 
person.  In  many  cases,  unfortunately. 


that  other  person  resembles  an  android. 

I  was  eating  lunch  one  day  with  a 
group  of  people  attending  my  presenta- 
tion seminar.  One  man  was  telling 
jokes,  laughing,  gesturing 
and  getting  all  of  us 
involved.  Just  before  lunch 
this  man  had  given  a  presen- 
tation in  what  I  call  Robot 
Mode:  stiff,  unsmiling  and 
uninteresting.  After  lunch  I 
asked  him,  "How  come  you 
turn  off  all  your  personality 
when  you  get  in  front  of  the  group?"  His 
reply:  "I  remember  deciding  that  a  good 
presenter  should  be  serious,  not  move, 
never  smile  and  just  give  out  the  infor- 
mation." I  encouraged  him  to  let  him- 
self go  in  his  next  presentations,  to  be 
the  person  I  saw  during  lunch.  By  the 
end  ot  the  two-day  event,  his  colleagues 
were  congratulating  him  on  how  much 
better  he  looked,  sounded  and  acted. 
He  had  learned  to  be  himself  and  to 
enjoy  delivering  a  presentation. 


3M  MP8650 
multimedia 
projector  with 
remote 


3M  Visual  Systems  Division 


How  can  you  tell  whether  you  have 
any  of  these  bad  habits?  Videotape 
yourself  once  a  year.  You  will  see  your 
habits,  both  good  and  bad,  and  you'll  be 
able  to  correct  what  you  don't  like  and 
gain  more  confidence  in  what  you  do 
like.  Also,  ask  for  feedback — real  feed- 


18  lbs. 

total  video  and  audio  capabilities.  We  offer  a  broad  line  of  multimedia  projectors  ideal  for  most  computer  or  video  applications. 
We'll  even  send  you  a  free  video  or  informative  CD-ROM.  which  demonstrates  all  the  ihf  electronic  projection  systems.  So  when 
your  on-the-road  meetings  demand  the  best  combination  of  image  quality  and  purtahilit}:  let  3M  make  the 

meeting.  Just  give  us  a  call  at  1-800-952-4059,  or  visit  our  website  at  http://www.mmm.com/presentations.        3M  Innovation 
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BLANK  ENLARGE 


Success  depends  on  powerful  presentations. 

You  should  know.  You've  built  your  career  on  them.  If  only  the 
presentation  equipment  could  be  simpler  to  use.  And  simple  is 
e.\actly  what  you  get  from  the  most  advanced  digital  multimedia 
projector  on  the  market.  The  DAVIS  Powerbeam'  V  with  Digital 
Light  Processing  '  is  as  simple  to  set  up  as  it  is  to  operate. 

Use  our  interactive  remote  control  to  run  the 

entire  show— including  the  computer.  There  is  no  learning  curve. 
The  unique  remote  embodies  the  simplicity  of  our  entire  system. 
Even  under  high  ambient  light  conditions,  you'll  get  bright  color 
and  vibrant  SVGA  800  x  600  resolution  from  any  PC,  Mac, 
CD,  or  video  source.  All  in  a  footprint  little  bigger  than 
the  magazine  you're  reading  right  now. 

Why  DAVIS?  simply  because  we're  dedicated  to  digital 
multimedia  presentation  technology  that  serves  you— not  the  other 
way  around.  It's  simple  by  design.  It's  the  DAVIS  Powerbeam  series. 
The  true  plug-and-play  solution  for  more  powerful  presentations. 

Make  your  next  presentation  simple  by  design. 
Call  888-798-9998  or  visit  vvww.davisna.com 


THE 


POWER 


BEHIND 


YOUR 


PRESENTATIONS 


A  Special  Advertising  Section 


)ack — from  your  colleagues.  Don't  ask: 
How  was  my  presentation?"  The 
espouse  is  going  to  be:  "Fine."  Ask 
ocused  questions  instead:  "What  do 
'ou  think  I  should  continue,  start  or 
■top  doing  with  my  speaking  voice?" 
'What  two  things  can  I  do  that  will 
iiake  me  a  more  effective  speaker?" 
How  can  I  improve  my  visuals  in  order 
0  get  the  audience's  attention?"  Direct 
questions  will  get  you  real  information. 

MATCH  THE  PRESENTATION 
TO  THE  AUDIENCE 

Single-Mindedness  lo  be  effective,  a 
talk  should  have  a  single  objective 
focused  on  the  audience.  Most  don't. 
Your  listeners  want  to  know  about  the 
products'  features,  certainly,  but  mainly 
they  want  to  know  how  the  products 
will  help  them  do  their  jobs  better.  Your 
goal  is  not  to  tell  everything  you  know 
about  a  product  or  process;  it's  to 
explain  how  the  product  or  process  will 
help  your  audience. 

A  future  special  advertising  section 
will  take  a  more  detailed  look  at  creating 
an  effective  sales  presentation  with  a 
single  objective. 

The  Techie's  Hex  You've  probably 
attended  technical  presentations  being 
delivered  to  a  nontechnical  audience. 
The  danger  is  obvious.  The  technical 
presenter  cannot  give  potential  cus- 
tomers the  same  talk  he  gives  his 
colleagues.  The  objective  of  the  presenta- 
tion must  change  from  "Give  them 
all  the  technical  nitty-gritty  data  of  the 
new  system"  to  "Provide  a 
clear  overview  of  the  sys- 
tem." Don't  leave  out  all  your 
technical  screens,  however. 
Most  software  programs  have 
a  "hide  slide"  feature  that's 
very  easy  to  use.  A  similar 
feature  is  called  "branching." 
You  can  keep  screens  that  prob- 
ably won't  be  needed  in  a  separate 
presentation  file  and  create  an  icon  on 
one  of  your  presentation  screens  that, 
when  clicked,  takes  you  to  that  other  file. 


Capitalizing  On  CD-R 
With  Hewlett-Packard 

Because  CD-ROM  is  a  universal  medium  that  evety  computer  can  use,  it's  a  natural 
for  presentations.  In  the  words  of  Greg  Brakel,  vice  president  of  multimedia  and 
graphics  for  Computers  Made  Simple,  a  training  company  in  San  Antonio,  Texas, 
"CD-R's  multimedia  functionality  is  ideal  for  creating  course  materials,  presentation 
packages  and  interactive  learning  programs."  Using  a  variety  of  applications,  all 
multimedia  materials  can  be  incorporated  into  a  seamless  end  product. 

For  reasons  including  capacity,  price 
and  portability,  CD-Recorders  have 
become  increasingly  popular  in 
business  and  government.  CD 
recording,  however,  has  been 
hampered  by  the  complex,  time- 
consuming  and  costly  procedure  of 
CD  mastering.  This  procedure  has  _ 
proved  too  cumbersome  for  many         S"restore  CD-writer 
users,  especially  when  only  one  or  a  few  copies 
of  a  CD  are  needed.  CD-R  is  changing  this.  New,  inexpensive  CD-R 
drives,  such  as  the  Hewlett-Packard  SureStore  CD-Writer  6020,  are  bringing 
the  benefits  of  CDs  to  users  with  limited  distribution  requirements. 

The  HP  SureStore  CD-Writer  6020  comes  loaded  with  software  and  is 
ready  to  run  on  most  IBM  and  compatible  PCs.  The  PC  connects  directly 
to  the  CD-Writer,  with  all  interface  settings  automatically  handled  by  the 
bundled  software.  Recording  files  to  this  device  is  as  simple  as  recording 
files  to  a  hard  drive. 

Easy-CD  Pro  software,  included  with  each  CD-Writer  6020,  writes  the 
CDs.  It  installs  into  the  Windows  File  Manager  as  a  pull-down  menu.  To  copy 
files  from  the  hard  disk  to  the  CD,  the  operator  simply  selects  the  files  to 
be  copied  and  lets  the  Easy-CD  Pro  program  complete  the  file  transfer  Files 
can  be  of  any  type — sound,  data  or  multimedia.  Alchemy  Personal  software, 
also  included,  automatically  provides  a  table  of  contents  or  index  for  all 
recorded  data  on  the  CD.  The  table  or  index  is  placed  on  the  actual  CD-ROM, 
where  it  is  accessible  from  any  PC  reading  the  CD-ROM. 


Know  Your  Limits    One  of  the 

advantages  ot  overheads  (a  very  small 
advantage)  was  that  when  you  found 
yourself  trapped  in  the  audience  at  a 
ong,  boring  presentation,  you 
could  watch  the  pile  ot  over- 
lieads  slowly  go  down  as  the 
speaker  droned  on,  and  you 
could  estimate  how  much 
longer  you'd  have  to  sit 
there.  With  laptop  com- 
puters, the  audience  has 
no  clue  to  how  long  the 
presentation  is  going  to  continue, 
unless  a  time  limit  has  been  set.  The 
lesson  is  simple:  Tell  the  audience  how 
long  you  will  be  talking,  and  quit  when 
you  are  supposed  to.  Don't  go  beyond 
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your  time  limit  unless  encouraged  by 
the  audience. 

The  Teller  Of  Tales  One  excellent 
way  of  making  your  presentation  speak 
to  a  specific  audience — and,  incidentally, 
of  staying  out  of  the  Robot  and  Screen 
Gazer  categories — is  to  tell  stories.  Most 
people  remember  stories  much  longer 
than  they  remember  collections  of  sta- 
tistics. If  the  story  is  a  good  one,  they 
may  even  tell  it  to  their  friends.  Just  be 
sure  that  the  story  fits  logically  into  your 
talk  and  relates  to  your  audience. 

Here's  a  story  that  was  told  at  an 
investor-relations  conference  to  illus- 
trate the  perils  of  insider  trading: 

W^icii  John  Smith  gets  liomc  from 
work  one  Friday  evening,  lie  plays  briefly 
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Davis  Powerbeam  V 


Davis  Carries  The  Day  At  Carrier 

Carrier  Corporation,  the  maker  of  heating,  ventilation  and  air-conditioning 
equipment  and  systems,  wanted  to  modernize  the  presentation  capabilities  of 
its  Customer  Technical  Training  Centers  with  projection  equipment  that  could  be 
easily  carried,  plugged  in  and  used  anywhere,  even  in  a  fully  lit  room.  The  six- 
month  selection  process  included  reviews  of  at  least  25  projectors.  The  result 
was  the  selection  of  the  Davis  Powerbeam  V. 

In  mid-1996,  Carrier  decided  to  revamp 
its  training  facilities  in  Atlanta,  Los  Angeles 
and  Syracuse,  New  York.  The  equipment- 
selection  committee  focused  on  two  basic 
criteria:  The  new  projection  equipment 
would  have  to  provide  a  simultaneous 
display  on  the  computer  system  and  the 
screen,  and  it  would  have  to  provide  S-VGA 
resolution  (800  by  600). 

"We  wanted  our  presenters  to  be  able  to  see  their  group,  addressing 
classes  face-to-face  in  a  bright  room,"  says  Wayne  Keller,  instructional 
designer  and  chairman  of  Garner's  equipment-selection  committee.  "We 
did  not  want  our  presenters  turning  around  to  make  sure  the  image  on  the 
screen  matched  the  image  on  their  laptop.  And  we  wanted  our  students  to 
be  able  to  take  notes." 

David  J.  Cizenski  of  Audio-Video  Corporation,  an  Albany,  New  York, 
company  specializing  in  video  projectors,  multimedia  and  distance-learning 
systems,  happened  to  be  on-site  while  the  Carrier  team  was  reviewing 
various  projection  systems.  He  recommended  the  Davis  Powerbeam  V. 

"The  Davis  Powerbeam  connected  to  and  worked  with  our  laptops  better 
than  any  other  projector,"  says  Denise  Bliss,  Carrier's  production  adminis- 
trator. Carrier  decided  to  purchase  15  units,  seven  of  which  are  being 
installed  in  Carrier's  three  domestic  training  facilities.  The  remaining  eight 
will  be  used  with  laptops  in  portable  presentations.  "The  projector  almost 
sets  itself  up  automatically,"  says  Bliss.  "It  zooms  to  the  proper  focus,  and 
it's  truly  plug-and-play,  even  adapting  to  the  electrical  current  of  an  offshore 
location.  What's  more,  the  unit  'knows'  and  reads  its  source  of  input — PC, 
Mac  or  a  UNIX-based  system." 

The  first  step  into  the  digital  world  at  Carrier  is  laptop  training  for  Carrier 
instructors  by  outside  trainers.  "Using  the  Davis  Powerbeam  for  the  first 
time,  together  with  their  laptops,  provoked  a  universal  'Wow'  as  these 
trainers  viewed  the  brightest  and  sharpest  output  they  had  ever  seen  from 
their  own  equipment,"  says  Bliss. 


w'illi  /;;>  7-ycar  ohi  (hiii^^litci:  ihcii  says 
goodbye.  "Daddy,  where  are  you  goings 
she  iiskf.  "lb  eainp  for  the  weekeiidj' 
replies  Snulh,  the  toniier  viee-presideiit  of 
iiiwstor  reliUlons  at  a  large  eoiiipatiy.  For 
two  years,  Smith  tells  his  daughter  the 
same  lie.  The  truth  ts  that  he's  spending 
his  weekends  m  jail  for  insider  trading. 

This  story  is  very  good  at  addressing 
the  interests,  priorities  and  motives  of 
its  audience.  It  you  want  your  message 
heard,  you  must  connect  it  to  the  lives 
of  your  audience,  preferably  in  a  dra- 


matic way.  A  story  can  do  this  in  a  way 

that  another  fancy  screen  simply  can't. 
When  you  tell  a  story: 

I  Make  it  relevant  to  the  audience. 

I  Keep  it  simple  and  to  the  point. 

I  Use  silence  for  drama,  pausing 
between  sentences  and  emphasizing 
certain  words. 

I  Don't  tell  the  story  as  if  you  were  read- 
ing numbers  oft  a  chart. 

I  Let  yourself  be  dramatic:  (iesture, 
use  facial  expressions  and  walk 
around  if  appropriate. 


Make  It  Flow  Ask  yourself  whethe 
your  presentation  makes  sense  anc 
whether  it  has  a  logical  flow.  Does  wha 
you're  trying  to  communicate  follow  c 
logical  course  in  the  audience's  mind* 
Most  graphics  software  on  the  market 
offers  formats  that  you  can  use  to  pu' 
together  your  presentation.  Formats  ar 
provided  for  such  topics  as  recom 
mending  a  strategy,  selling  a  prc^duc 
and  communicating  had  news.  LIsing  £ 
format  will  give  you  a  logical  frame- 
work that  you  can  then  modify  based 
on  your  audience. 
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SCREEN  YOUR 
SCREENS 

There  are  two  ways  to  analyze  your 
visuals:  looking  at  each  screen  individu- 
ally and  looking  at  the  presentation  as  a 
whole.  Do  both. 

The  Parts  As  you  examine  each 
screen,  ask  yourself  what  its  single  most 
important  concept  is,  and  how  well  it 
communicates  that  to  the  audience. 
Look  at  your  charts  and  graphs.  Have 
you  chosen  the  best  way  to  illustrate 
each  point?  Are  the  charts  big  enough 
to  be  read?  Are  there  so  many  bars  on 
the  bar  chart  that  none  of  them  is 
decipherable?  Is  the  pie  chart  cut  into 
so  many  pieces  that  it  no  longer  means 
anything?  Is  the  trend  line  on  the  graph 
so  faint  that  you  can  barely  see  it''  You 
don't  have  to  show  everything  on  one 
screen.  In  tact,  you  should  consider 
showing  your  audience  only  the  high- 
lights and  saving  the  detailed  statistics 
for  your  handouts. 

Check  the  text  on  each  screen  for 
clarity,  brevity  and  legibility.  The  sooner 
the  message  gets  across,  the  better.  And 
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ul timate 

I  presentation 


YouVe  got  powerful  ideas.  And  finally,  theres  a  tool  that 
can  bnng  them  to  life.  Introducing  the  Epson"'  PowerLite  '  5000 
SVGA  projector.  With  the  perfect  conibinatjon  of  portability, 
brightness  and  versatility,  you  can  now  deliver 
dazzling  presentations  anytime,  anywhere.  •- 
The  world  leader  iii 


The  PowarLite  5000  is  the  iieum 
member  oj  our  au  ard-winnmi;  line  of 


liigh-{jerforiiiaiiee,  portable 
projectors.  With  450  ANSI 
umens,  its  the  brightest 

portable  SVGA  projector  in  its    ,  „,„  „„.„„,_,„,„„„^ 

class,  so  you  can  make  brilliant  ■^"'-'■'^  lugh-performume projectors 
presentations  without  turning  off  the  lights.  All  of  this  comes 
in  a  comjiact  package  that  weighs  about  14  lbs.,  so  it  is  easy 
to  take  on  the  road.  Plus,  Epson's  revolutionaiy  SizeWise  "  ' 
Resizing  Technology  e\  en  reproduces  high-resolution  XGA 
images  with  astonishing  clarity. 

Greater  versatility  and  ease-of-use.  In  just  seconds, 
you  can  connect  to  two  computers  (PC/Mac)  plm  a  VCR, 
simultaneously.  The  Epson  PowerLite  5000  supports  full- 
motion  video,  colorful  text,  animated  giaphics  and  3-D  stereo 
sound  to  add  more  impact  to  your  multimedia  presentations. 
And  with  our  new  Chronos '"  lamp,  you  can  get  about  five 
years  of  lamp  life,  without  the  hassle  or  expense  of  constant 
lamp  changes.  For  added  confidence  on  the  road,  Epson's 
Road  Service  Program  can  offer  a  replacement  projector, 
usually  overnight. 

So.  whether  you're  going  around  the  comer  or  ;uoiind  the 
world,  the  Epson  PowerLite  5000  gives  you  the  power  to 
make  the  ultimate  presentation.. .every  time. 
For  more  information,  call  our  toll-free 
number  or  visit  us  at 
wvw.epson.com 


YOU'VE  GOT  TO  SEE  IT  IN 
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Canada  nnU  and  >s  Iree  while  under  Epson  s  one-year  limited  warranty.  ©1996  Epson  America.  Inc 
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check  your  spelling,  too,  if  you  don't 
want  to  hear  snickers  trom  the  audience 
when  a  particularly  silly  error  shows  up 
in  big,  bold  type. 

The  Whole  Once  you  have  created 
all  \()ur  screens,  lay  out  a  hard  copy  of 
your  presentation  on  a  table  and  look  at 
it  in  its  entirety'.  See  how  everything 


Sharp  Note  Vision  XG-NVIU  LCD  projector 


works  together,  whether  you  have 
inconsistencies  in  font  sizes,  unclear  or 
overlong  headings,  unnecessary  clip  art 
and  so  on.  Are  there  transitions 
between  the  major  points?  Does  the 
presentation  look  like  a  single  entity,  or 
like  a  couple  ot  different  presentations 
thrown  together  in  a  hurry? 

As  you  examine  the  organization  of 
your  presentation,  think  about  how  to 
make  it  clear  which  product  or  project 
you  are  discussing  at  any  given  time. 
Suppose  you  are  going  to  cover  three 
projects,  each  of  which  will  need  four 
or  five  screens.  You  don't  want  to  run 
the  name  of  each  project  at  the  top  of 
each  screen — that  would  contlict  with 
your  headings — but  you're  sure  that 
without  some  reminder,  the  audience 
will  lose  track  of  which  project  you're 
talking  about.  One  effective  solution  is 
to  run  the  name  down  the  side  of  the 
screen.  Everyone  sees  the  name  of  the 
project  or  product  all  the  time,  but 
it's  not  in  the  heading.  The  headings 
themselves  should  be  different  on  each 
visual.  Both  the  audience  and  you 
should  be  able  to  look  at  the  screen  and 
know  instantly  what  it's  about.  A  clear, 
simple  heading  tells  you. 

As  you  look  at  the  content  and  flow, 
decide  \vhere  in  your  presentation  you 
ha\e  the  chance  to  interact  with  the 


audience.  Have  you  put  in  questions  to 
ask  the  audience?  Have  you  put  in 
information  about  the  audience?  If 
your  presentation  is  going  to  take  an 
hour  and  a  half,  have  you  planned  for 
a  pause  in  the  middle  to  let  your 
listeners  ask  questions?  All  these  things 
can  be  put  right  on  your  screens. 
Including  a  screen  with  the  word 
"Questions?"  in  big  letters  guarantees 
that  you  won't  forget  to  ask. 

Some  presenters  think  that  every 
screen  should  have  a  new  picture.  Not 
so.  Though  today's  technology  lets  you 
create  exciting  visual  effects  quickly  and 
affordably,  many  people  bewilder  their 


audiences  with  enough  pictures  in 
20-screen  presentation  to  start  a  clip-a 
library.  Most  people  do  absorb  and  pre 
cess  information  more  effectively  wh 
it's  conveyed  visually,  but  too  much  a 
will  obscure  your  message  rather  tha 
highlight  it.  Laying  your  entire  preset 
tation  out  on  a  table  will  let  you  s 
whether  you've  used  too  many  picture 

PRACTICE,  PREPARATION, 
PROTECTION 

You  need  to  practice  your  presenta 
tion — out  loud,  using  all  your  equip 
ment.  in  the  clothes  you'll  be  wearin 
for  the  real  thing.  This  generally  mean 


SCREENCHECKLISI] 


ORGANIZATION  TEXT 


I  Major  point: 
Wliat  is  the  major  point  of  this 
visual? 

I  Information  to  leave  out: 
What  information  can  be  omitted 
from  the  screen  and  covered  in  the 
speaker's  text? 

I  aip  art: 
Use  only  clip  art  relevant  to  the  point 
in  question. 


CLARITY 

I  Illustration: 
Can  this  information  be  best  illustrat- 
ed by  a  chart,  a  table  or  a  pictiire? 

I  Attention: 
WTiere  in  the  visual  is  the  attention 
focused? 

I  Arrows: 
Use  an  arrow  or  other  symbol  to 
point  out  the  important  part  of  a 
chart  or  diagram. 

I  Emphasis: 
Can  key  information  in  a  table  be 
highlighted  for  emphasis? 

I  Statistics: 
Use  speaker  notes  explaining  how 
statistics  were  gathered. 

I  Photos: 

Will  the  photos  work  with  the  equip- 
ment they  will  be  displayed  oh?  Will 
the  colors  show  up?  Is  there  enough 
>   memory  to  bring  them  up  quickly? 
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doing  a  complete  run-through  shortly 
before  the  actual  presentation  is  to 
begin.  You  may  think  you  know  how  to 
use  the  machines,  and  you  may  think 
you  know  where  you'll  stand  in  order  to 
see  the  laptop  or  the  screen,  but  until 
you  actually  practice  the  presentation, 
you  can't  be  sure. 

In  one  of  the  fust  presentations  I 
gave  from  my  laptop  computer,  I  found 
myself  using  an  old  overhead  projector 
and  an  L(]D  panel  to  deliver  a  presenta- 
tion to  200  people.  The  five-star  confer- 
ence center  had  assured  me  that  it  had 
the  equipment  I  needed,  so  1  didn't  ask 
any  questions.  I  discovered  that  a  lack  of 
screen  brightness  and  washed-out  col- 
ors at  an  8  a.m.  meeting  does  not  make 
for  a  cheery,  motivating  session. 

rhat  experience  was  the  only  lesson 
I  needed.  Since  then,  I've  always  made 
sure  that  the  equipment  is  really  going 
to  do  what  I  want  it  to  do.  If  you're  giv- 
ing a  talk  at  a  company's  site,  it  will  be 
very  difficult  to  complain  about  your 
equipment  once  the  conference  is  under 
way.  You  need  to  do  your  research,  try 
out  your  equipment  and  make  your 
demands  before  the  conference  begins. 

If  you're  delivering  a  presentation  at 
a  reputable  hotel,  it  may  be  natural  to 
assume  that  the  hotel's  equipment  will 
be  of  high  quality.  That,  alas,  is  not 
always  the  case.  Talk  to  the  stafi",  and  ask 
lots  of  questions.  Many  hotels  now  rely 
on  an  outside  company  to  supply  their 
presentation  equipment.  Such  a  setup 
tends  to  be  better:  The  equipment  is 
usually  newer,  and  the  technicians  gen- 
erally know  how  it  works.  But  don't 
assume  anything.  Make  sure  that  the 
service  doesn't  simply  leave  the  stutt  in 
the  conference  room,  expecting  you  to 
set  it  all  up.  You  want  the  technician 
there  when  you  arrive,  and  you  want 
him  to  stay  until  you  have  your  visuals 
up  on  the  screen  and  you're  satisfied 
with  them.  And  find  out  whether  a 
technician  will  be  available  during  the 
day,  in  case  the  system  stops  working. 

Oucial  questions  to  ask  when  using 
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Sharp  Lays  Down  The  Law  On  LCDs 

With  the  community  growing  at  a  steady  pace  and  dozens  of  new  officers  coming 
on  board,  the  Oxnard  Police  Department  in  California  faced  an  enormous  training 
challenge.  More  than  179  sworn  police  officers  service  a  24-square-mile  area, 
home  to  more  than  155,000  people. 

Tom  Chronister,  senior  police  officer, 
decided  that  the  department  needed  to 
upgrade  Its  training  tools  to  meet  new 
demands.  "We  were  falling  behind  in  our 
ability  to  sufficiently  train  our  officers  on 
how  to  work  in  the  field,"  says 
Chronister.  "We  had  a  15-inch  TV 
screen  in  a  classroom  setting  with  30  squinting 
eyes,  and  the  messages  weren't  getting  across  to  our  officers. 
This  all  changed  when  I  outfitted  our  class  with  the  Sharp  projector." 

Using  the  Sharp  XG-EIOOOU  multimedia  LCD  projector  in  officer  training 
classes,  instructors  are  able  to  deliver  a  more  impressive  and  practical 
form  of  field  training  than  slide  projectors  and  VCRs  can  provide. 

The  XG-EIOOOU  and  its  successor,  the  XG-EllOOU,  are  LCD  multimedia 
projectors  that  offer  600  ANSI  lumens  of  light  output.  These  data/video 
projectors  are  directly  compatible  with  most  popular  computers  and  video 
sources,  including  VCRs,  camcorders  and  videodisc  players.  They  produce 
bright,  clear  images  in  almost  any  lighting  environment.  Both  incorporate 
carrying  handles,  and  they  can  be  operated  from  any  table  or  AV  cart.  They 
can  also  be  ceiling-mounted  for  more  permanent  installations. 

"Besides  the  fact  that  we  can  now  keep  the  lights  on  when  using  the 
XG-EIOOOU,  the  other  big  draw  of  the  projectors  is  that  they  are  so  easy  to 
use,"  Chronister  says.  "Having  this  type  of  equipment  with  a  plug-and-play 
approach  was  what  I  was  looking  for  when  reviewing  several  different 
models."  The  department  has  begun  implementing  the  XG-EIOOOU  for 
training  in  how  to  use  the  department's  laptop  computers  in  the  field, 
and  for  video  instruction. 


someone  else's  equipment: 
I  What  are  the  make  and 

model  of  the  equipment  I  will 

be  using  (to  be  sure  of  the 

lumens,  the  resolution  and 

other  important  factors)? 
I  How  tar  ahead  ot  time  can  I  set 

up  the  equipment  and  try  it  out? 
I  Will  a  technician  be  there  to  help 

you  set  up  and  to  make  sure  that 

everything  is  working? 
I  Will  a  technician  be  available  during 

the  day? 

It  you're  buying  your  own  equipment, 
you  should  check  out  the  available 
support.  Most  of  the  equipment  we're 
discussing  requires  some  technical 
support — not  a  lot,  but  some.  Unless  you 
love  fiddling  with  machinery,  you  won't 
want  to  spend  several  hours  learning 


how  to  make  the  equipment 
do  its  job.  You'll  want  local 
dealer  support:  someone  to 
show  you  how  the  stuff 
works,  explain  the  menus, 
teach  you  some  tricks  and 
techniques  and  watch  you 
while  you  practice.  Then 
you'll  feel  a  lot  more  comfortable  using 
the  system  on  your  own. 

What  Could  Go  Wrong?  Plenty. 
You  definitely  want  to  err  on  the  side 
of  too  much  preparation.  The  follow- 
ing checklist  will  protect  you  from 
most  of  the  more  common  causes  ot 
presentation  disaster. 

Plan  for  a  crash:  What's  your  back- 
up plan  in  case  the  computer  goes 
down?  Will  you  have  overheads?  Slides? 
Printed  copies  of  your  talk? 
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WERALi:  LOOK  CHECKLIS1] 


ORGANIZATION 

I  Logical  flow: 
The  presentation  should  follow  an 
agenda. 

I  Group  your  data: 
Arrange  your  information  so  that  the 
audience  can  follow  it  easily. 

CONTENT  AND  FLOW 

I  Variety: 
Is  there  variety  in  the  visuals?  Don't 
show  six  pie  charts  in  a  row.  Vary  your 
layout  styles  as  well. 

A  Number  of  visuab: 

Don't  use  too  many  screens.  Save 
some  as  backup  material  in  case  ques- 
tions are  asked. 

I  Audience  interaction: 
It's  often  a  good  idea,  especially  in 
long  presentations,  to  pause  midway, 
turn  up^the  lights  and  take  questions.  ^ 


Electrical  adapter:  If  you  are  travel- 
tig  overseas,  do  you  have  an  electrical 
dapter  kit,  just  in  case  the  hotel  or 
ompany  youVe  visiting  does  not? 

Surge  protector:  Use  one.  It  needn't 
)e  a  pain  to  carry  around:  You  can  buy 
)ne  in  the  form  of  a  plug  that  tits  on  the 
nd  of  your  laptop's  power  cord. 

Extension  cord:  It  may  increase  your 
)ptions  of  where  to  put  your  laptop. 

Extra  power  cord:  If  you're  rough 
)n  your  equipment,  you  may  wish  to 
:arry  an  extra  cord.  I  once  arrived  at  a 
onference  and  discovered  that  the 
)lug  on  my  laptop  was  broken,  the  bat- 
ery  was  drained  and  the  charger  didn't 
vork.  Not  a  pleasant  experience. 

Battery  charger:  Do  you  have  it? 
Does  it  work? 

Remote  mouse:  Is  it  installed  on  your 
omputer?  Have  you  practiced  using  it? 
*L  speaker  I  know  had  never  practiced 
ising  her  new  remote  mouse.  Several 
imes  during  her  presentation  she 
ooked  up  at  the  screen  and  was  shocked 
o  see  that  the  next  visual  was  already  up 
here.  It  turned  out  that  she  had  a 


I  Transitions: 

Use  verbal  and  visual  transitions  to 
move  to  new  subjects. 

I  Personalize: 

How  has  the  presentation  been  cus- 
tomized for  the  audience?  Does  the 
talk  refer  to  the  audience  by  name 
and  interests  from  time  to  time? 


I  Font  sizes:  i 
Use  24-point  type  or  larger.  | 

I  Headings:  | 
Use  a  different  heading  for  each  ; 
screen.  Make  it  easy  for  the  audience  | 
to  know  the  focus  instantly.  | 

I  Typefaces:  ] 
For  consistency,  use  only  a  couple  of  | 
typefaces  throughout.  Use  all  capitals ' 
in  headings.  For  buUeted  phrases,  j 
capitalize  only  the  first  letter  of  the  I 
first  word.  i 


nervous  habit  of  moving  her  thumb,  and 
she  was  inadvertently  clicking  the  for- 
ward mouse  button  as  she  talked.  (  Airing 
a  wandering  thumb  before  getting  up 
in  front  of  an  audience  is  a  lot  easier 
than  doing  it  during  the  presentation. 

Extra  mouse:  Do  you  carry  yoiu' 
regular  mouse  in  case  your  fancy 
remote  mouse  doesn't  work? 

Laser  pointer:  This  can  be  a  great 
help  when  explaining  charts,  but  you 
have  to  hold  it  still  on  the  screen.  If  you 
keep  moving  the  red  dot  around,  your 
audience  will  get  dizzy.  Practice  with 
the  pointer  beforehand.  And  bring 
extra  batteries. 

Arrow:  Practice  keeping  the  little 
arrow  motionless  on  the  screen.  Better 
yet,  hide  it  from  the  audience's  view 
when  it's  not  needed. 

Extra  Bulb:  If  you're  carrying  an 
Lc;D  prt)iectt)r,  do  you  have  a  spare 
bulb?  Projectors  usually  have  two,  but 
sometimes  one  burns  out  and  no  one 
thinks  to  replace  it.  Always  check  to  be 
sure  that  both  bulbs  work. 

Screen  saver:  Have  you  turned  off" 


your  computer's  screen  saver?  Do  you 
want  it  to  cut  in  while  you're  answering 
a  c]uestion  from  the  audience? 

Disk  and  compression  program:  If 
you're  bringing  only  a  disk,  not  your 
laptop,  do  you  have  a  backup  copy?  It 
you've  used  a  compression  program  to 
store  your  presentation,  do  you  have  a 
copy  of  the  compression  software  with 
you?  If  the  on-site  computer  doesn't 
have  the  compression  program,  you 
won't  be  able  lo  retrieve  your  presenta- 
tion. ( It  may  make  more  sense  simply  to 
split  a  large  presentation  between  two 
disks  instead  of  compressing  it.) 

Linked  files:  Have  you  saved  all  relat- 
ed or  linked  tiles,  such  as  video  clips, 
that  you'll  be  using  in  your  presentation? 

Rehearsal  time:  Have  you  scheduled 
sufficient  time  at  the  location  ot  your 
talk  for  a  complete  rehearsal  and  the  cor- 
rection of  any  problems  that  show  up? 

Fancy  technology  can  help  you  create 
more  understandable,  more  motivating 
and  more  interesting  presentations.  The 
key  is  preparation.  Prepare  your  screens 
to  work  on  the  equipment  you'll  be 
using.  Prepare  yourself  by  growing 
familiar  with  the  system.  Finally,  practice 
the  whole  talk  out  loud,  attempting  to 
make  the  rehearsal  as  much  like  the 
actual  event  as  possible.  Do  all  these 
things  and  you  will  dazzle  your  audi- 
ence and  yourself.l 


Claudyne  Wilder's  Boston-based  company 
specializes  in  presentation  training  and 
materials  and  visual  design  consultations. 
Her  latest  book  is  Point,  Click,  and  Wow!  A 
Quick  Guide  to  Brilliant  Laptop  Presentations. 
She  can  be  reached  at  617-524-7172  or  via 
E-mail  at  claudyne@wn.net.  Her  Web-site 
address  is  www.wilderpresentations.com. 
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Solid  engineering. 
High  performance. 
Broad  acceptance. 


drive 


Tlw  >iew  HP  SiireStorp 
CD-Writer  6020es 


Litroducmg  the  new  HP  SureStore  CD-Writer. 

Its  a  fast  pactHi  world.  To  succeed,  you  have  to 
make  ;ui  iiupression.  And  there's  no  better  way  to 
make  an  impression  lli;ui  on  C'D  using  the  new 
IIP  SureStoie  C'D-Wrilcr  (i020  ( TJ-Recordaljle 
drive.  CD-Writer  lets  you  O  record  awesome 
nrultimedia  presentations  li  >  take  on  the  road.  Or 
@  deliver  CDs  to  clients  anti  <  ither-s  with  total 
corrfidence  that  it  can  play  in  nul  lions  of  CD-ROM 
r  eader's  worldwide. 

'File  robust  software  suite  included  with  Wv  CD- 
Writer  lets  you  ®  copy  all  yoiu-  drafts  to  CD 


(  luickly  iuid  easily.  And  files  stored  on  CD  can  be 
r  etrieved  in  seconds.  It's  ideal  for  O  cr  eating 
pennanent  arcliives  of  yoiu'  files.  Wliat's  mor  e, 
CD-Writer  can  ©  make  ciustom  audio  CDs  that 
can  be  played  on  .stereo  C^D  player's  at  home  or  in 
the  car.  C'D- Writer'  Ls  also  a  6X  CD  reader  so  it 
can  ©  play  iill  yoiu'  CD-ROMs  smootWy.  Now 
we're  cririsin'. 

Given  all  the  tilings  yoir  ctui  tlo  with  the  HP 
SureStore  CD- Writer',  what's  your'  drive?  Check  it 
out.  Visit  your  reseller  or  call  1-80O826-41 1 1  ext. 
2268.  Or  you  can  steer  towar'd  the  web  and  find 
HP  SiueStore  CD-Writer  at  www.hp.com/go/storcige. 
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■CULTURE 


iN  FARMERS  LIVE 
ITHOUT  THIS  DEADLY  GAS? 

utcry  may  head  off  a  U.S.  ban  on  methyl  bromide 


e  fumigant  methyl  bromide  is 
asty  stuff.  It  is  lethal  to  any  ani- 
lal.  in  large  doses.  And  the  effects 
g-tenn  but  faint  exposui'e  are  un- 
Lab  animals  tend  to  die  from  even 
amounts.  On  top  of  that,  the  gas 
s  the  ozone  layer 
nsidering  methyl  bromide's  rap 
,  the  news  that  it's  due  to  be 
3d  in  the  U.S.  on  Jan.  1,  2001, 
t  seem  like  a  welcome  develop- 
.  But  the  prospect  of  a  ban  has 
■ed  thousands  of  U.  S.  fanners.  For 
impleasantness,  methyl  bromide  is 
iportant  chemical.  It  is  unmatched 
erilizing  the  soil  before  planting 
^berries,  tomatoes,  and  the  like.  It 


research  teams  worldwide  have  found 
no  magic  bullet.  Nothing  safe  and  eco- 
nomical, it  seems,  can  do  everything 
that  methyl  bromide  does.  Indeed,  the 
scientific  work  has  fragmented  into  a 
search  for  narrow,  sometimes  peculiar 
alternatives.  Plovdng  broccoli  into  soil 
controls  a  cauliflower  fungTJs;  scattered 
fish  meal  protects  tomatoes.  "It's  fruit 
by  fruit,  bug  by  bug,"  says  ftnit-fly  ex- 
pert Robert  Mangan  of  the  U.  S.  Agri- 
cultural Research  Service  (ars).  "We 
won't  have  solutions  to  eveiy  problem." 

Envu'onmentahsts  and  concerned  citi- 
zens who  hve  near  farms  haven't  given 
up  on  the  ban.  And  the  law  is  in  theii-  fa- 
vor Once  methyl  bromide  was  found  to 


with  plastic  sheeting.  Within  24  houi's,  it 
kills  parasites,  fungi,  weed  seeds,  ro- 
dents, and  anything  else  that  harms 
plants.  Packei's  and  shippers  use  much 
of  the  remaining  13%  on  gi'apes,  nuts, 
and  other  commodities  after  harvest,  oi- 
on  storage  buildings  and  containers 
bound  for  overseas. 

Farmers  have  tried  other  chemicals, 
such  as  metam  sodium  and  phosphine, 
but  none  can  match  methyl  bromide. 
They've  also  tried  sterilizing  soil  by 
sprinkling  hot  water  fi'om  truck-mount- 
ed boilers — like  giant  teakettles — and 
by  trapping  sunhght  in  plastic.  But  such 
methods  offer  only  sporadic  relief. 
"EUREKA."  Destroying  pests  in  com- 
modities for  export  is  just  as  difficult. 
One  expeiimental  irradiation  pi'ocess  ef- 
fectively renders  bugs  infertile,  says 
ARS  research  entomologist  James  G. 
Leesch.  But  inspectors  have  no  way  to 
distinguish  the  steiilized  survivors  fi'om 
new  bugs  that  enter  containers  later 
on.  Large-scale  irradiation  equipment  is 
also  expensive  and  generates  wastes. 

There  is  one  other  promising  solu- 
tion to  the  dilemma:  recapturing  the 
gas  to  curb  emissions.  Leesch  and  (".fk 


DEALING  WITH  METHYL  BROMIDE: 
SOME  HALF  MEASURES... 

Tobacco,  apri- 
cots and  other  crops  are  resistant  to  worms 


iWBERRY  FIELDS:  Loiifi-tcniis  effects  of  tlir  fii  in  lyiuit  (ire  unknon\ 


Ideas  include  using  steam,  sunlight,  or 
fumigants  such  as  chloropicrin 

:  i  r  Possible 
agents  are  heat,  cold,  radiation,  carbon  diox- 
ide, and  chemicals  such  as  carbonyl  sulfide 

Researchers  recapture  gas  from  fumigation 
chambers  and  pass  it  through  activated- 
carbon  filters  before  release 


10  tops  at  treating  farm  commodi- 
sefore  they're  shipped  aci-oss  bor- 
In  all,  more  than  100  crops  de- 
on  the  chemical  in  some  way. 
MEAL.  Metliyl  bromide  is  so  good 
ntroUing  pests,  in  fact,  that  many 
ns  refuse  to  accept  imports  unless 
ve  been  dosed  with  it.  If  it  were 
irawn,  farmers  in  California  alone 
d  lose  $241  million  annually  in  ex- 
sales  and  reduced  yields,  the  Uni- 
ty of  California  at  Berkeley  esti- 
s.  The  upshot:  The  chemical's  death 
;nce  seems  likely  to  be  commuted. 
;searchers  have  struggled  mightily 
id  safe  alternatives.  Yet  six  years 
the  deadline  was  set,  dozens  of 


deplete  the  ozone  layer,  the  Environ- 
mental Protection  Agency  had  no  choice 
imder  the  Clean  Ail"  Act  but  to  prescribe 
a  phase-out.  That  put  the  U.  S.  ahead  of 
most  other  countries,  which  face  a  2010 
deadline  under  an  international  agi-ee- 
ment  called  the  Montreal  Protocol.  But 
the  government  is  imlikely  to  force  fann- 
ers to  swallow  gargantuan  losses.  "It's 
becoming  a  desperate  situation,"  declai'es 
Peter  G.  Spai-ber,  lobbyist  for  the  Methyl 
Bromide  Working  Group.  The  gToup  is 
fimded  by  the  chemical's  manufactm-ers, 
including  Great  Lakes  Chemical  Corp. 
and  Albemaiie  Corp. 

Most  of  the  methyl  bromide  used — 
about  87%' — is  injected  into  soil  covered 


Consulting  Ltd.  in  San  Clemente,  Cahf., 
co-developed  an  industrial  gas  mask  that 
fits  over  the  vents  of  fimiigation  cham- 
bers and  traps  methyl  bromide  in  acti- 
vated carbon  filters.  It  could  reduce 
emissions  by  as  much  as  95%',  they  say. 
That's  still  a  threat  to  the  ozone  layer 
But  it's  a  big  improvement  over  cur- 
rent methods,  which  allow  80%  of  the 
stuff  to  escape. 

Ultimately,  methyl  bromide's  fate 
hangs  on  political  interests,  rather  than 
a  "eureka"-style  breakthrough.  Given 
the  clout  of  legislators  from  the  farm 
states,  the  chemical  will  probably  sur- 
vive well  into  the  next  centuiy. 

By  Greg  Burns  in  Chicago 
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SO  YOU  WANT  TO  BE 
A  WEB-PAGE  WIZARD 


You're  thinking  maybe 
it's  time  to  take  the 
plunge  and  hang  your 
shingle  on  the  World  Wide 
Web.  And  what  you're  won- 
dering is:  How  much  is  my 
personal  bridge  to  the  21st 
century  going  to  cost  me? 

Money  isn't  really  the  is- 
sue. If  you  already  have  an 
Internet  connection  or  sub- 
scribe to  an  onhne  service, 
you  likely  can  put  up  a  Web 
page  for  free  or  for  only  a 
few  dollars.  The  problem  is 
time.  How  many  late  nights 
and  weekends  will  it  take  to 
craft  a  page  worthy  of  the 
mobs  you  hope  will  rush  to 
take  a  look? 

That  was  the  question  I 
faced  weeks  ago.  I'd  been 
thinking  about  staking  out 
some  turf  on  the  Web,  but  I 


was  put  off  by  what  seemed  a 
daunting  task:  learning  the 
Web's  progi'amming  language, 
called  HTML,  or  hypertext 
markup  language.  The  name 
alone  made  my  temjjles  tlirob. 
My  histoiy  with  progi-amming 
is  gloomy.  In 
the  one  coui"se 
I  took  in  col- 
lege, my  final  project  never 
ran  properly;  I've  always  fig- 
ured the  insti-uctor  passed  me 
because  he  didn't  want  to  see 
me  again  the  following 
semester. 

Now,  however,  it's  possible 
to  create  a  handsome  Web 
page  without  progi-amming  in 
HTML.  Software  makers  are 
selling  "Web-authoring  soft- 
ware" that  allows  you  to  cre- 
ate Web  pages  by  starting 
with  standard  templates  and 


COMPUTERS 


clicking  on  menu  choices  to 
customize  them.  It  invisibly 
writes  the  underlying  html 
code  for  you. 

If  even  this  sounds  too  am- 
bitious, there  are  simpler  al- 
ternatives. Some  online  ser- 

  vices  and 

Internet  ser- 
vice provid- 
ei"s  will  design  a  page  for  you 
or  give  you  the  tools  to  do 
it  easily  yourself.  I  sampled 
America  Online's  personal 
Web  section,  and  was  able  to 
create  a  home  page  in  20 
minutes.  The  drawback  was 
that  choices  were  limited  and 
there  isn't  as  much  room  for 
creativity. 

The  existence  of  Web-au- 
thoring software  gave  me 
confidence  to  give  more  com- 
plex Web  publishing  a  try. 


But  fii"st  I  had  to  answei  iioitte 


important  que.stion:  Why 
I  want  a  Web  site?  The  } 


is   littered   with   perse  itageo 


S*  to  ff 


pages  that  are  as  interesl 
as  looking  at  somebody  el 
family  photo  album.  Ent  iraeiiwit 
typically  include  "My  favo  ifimeDt 
musical  gi'oups,"  "My  favo 
Web  sites,"  and  red-e; 
mug  shots  of  the  dog  and 
kids. 

SLOPES  &  LINKS.  There 


.is 

Hi  ajfl 
(ftki 


better  reasons  to  creafc  ikWei 


Web  site — starting  and 
moting  a  small  business, 
or  advertising  professio'  11  tk 
services  to  potential  chei  ned 
A  Web  page  might  help  a 
search.  It  can  be  a  place  s, 
share  information  with 
leagues.  Or  it  can  be  a  pi 
to  have  fim — to  post  a  raitajieCo] 
ing  of  youi-  favorite  ski  slo]  at  tap 
or  announce  bold  predictii 
about  this  year's  Yankees 


I  decided  to  use  my  m. 


site  to  promote  a  recent  be 
of  mine  called  The  Last  Hi 
vest:  The  Genetic  Gamble  ti  b 
Threatens  to  Destroy  Arm  % 
can  Agriculture.  The  first 
was  to  decide  what  infom 


tion  to  include.  A  persoi  pliifj 
Web  page,  or  Web  site,  is  ;  tor^jj 
tually  a  series  of  linked  fil 


•.(■anon; 
'lisiiori 


tart,  T 


itPaa: 


for 


The  new  software  lets  you  create  Web  pages  from 
3mplates  and  click  on  menu  choices  to  customize  them 


iges,  all  stored  in  a  di- 
iry  on  a  host  computer, 
n  you  look  at  business 
k's  site,  for  example 
y/www.businessweek.com), 
irst  thing  you  see  is  the 
NESS  WEEK  Online  logo 
a  menu  of  choices.  That 
e  home  page  of  the  Busi- 
WEEK  Web  site.  When 
click  on  one  of  those 
u  choices,  you  go  to  a 
on  a  second  level.  From 
3  you  can  continue  click- 
through  thousands  of 
!S.  But  all  I  needed,  for 
was  an  attractive  open- 
page — called  th.e  home 
• — and  a  few  interesting 
ndary  pages, 
s  a  modest  start,  I 
ned  a  home  page  de- 
Ding  The  Last  Harvest 
two  links — one  to  an  ex- 
t  from  the  book,  and  an- 
r  to  an  online  bookstore, 
re  visitors  dazzled  by  my 
e  page  could  purchase  a 
'  immediately.  I  plan  to 
links  to  other  Web  sites 
erned  with  food  and  the 
ronment. 

will  also  ask  others  to 
links  to  my  Web  site  on 
r  pages.  That  will  lure 
;ors  and  increase  the 
ice  that  my  site  will  be 
d  by  Web  search  engines 
I  as  Yahoo!  and  Alta- 
a. 

^th  the  plan  completed, 
rned  to  Web-authoring 
tvare.  To  produce  my 
is,  I  sampled  Microsoft 
It  Page  97  ($149),  Claris 
le  Page  ($99),  and 
scape  Composer  (available 
at  http://home.netscape. 
,  and  soon  on  retail 
ves  for  $59).  There  are 
sast  a  dozen  similar  soft- 
;  packages,  including  oth- 
that  can  be  downloaded 
lout  charge.  The  pro- 
ns  all  allow  you  to  do 
e  things:  create  and  edit 
,  import  and  manipulate 
)hics,  and  add  links  to 
■  other  pages  and  to  oth- 
ites  on  the  Web. 


Of  the  thi-ee  programs  I 
used,  Microsoft  Front  Page 
was  the  most  elaborate — 
meaning  it  allowed  more  op- 
tions and  was  also  a  bit 
tougher  than  the  others  to 
learn.  Claris  Home  Page  was 
easy  to  use,  and  I  preferred 
its  image-editing  software  to 
Microsoft's.  I  used  the  pre- 
view version  of  Netscape 
Composer,  part  of  Netscape 
Communicator.  Its  screen 
looks  like  a  Netscape  brows- 
er, so  Netscape  usei-s  wall  And 
it  famihar  and  comfortable. 

The  manuals  that  came 
with  the  progi'ams  were  not 
much  use.  I  got  help  with 
Front  Page  from  Microsoft 
Front  Page  97,  edited  by 
Denise  Tyler  (Sams.net, 
$39.99),  one  of  the  many 
available  books.  I  also  dis- 


pages.  Those  mor'e  comput- 
er-savvy than  I  might  well 
be  able  to  accomplish  that  in 
a  single  evening.  Part  of  the 
trick  is  to  make  sure  the 
links  and  bookmarks  take 
you  where  they  are  supposed 
to  take  you.  You  can  check 
that  offline  simply  by  calling 
up  the  pages  in  a  Web 
browser  such  as  Netscape 
Navigator  or  Microsoft  In- 
ternet Explorer. 
LESS  IS  MORE.  If  you  use 
gi'aphics,  make  sui"e  they  are 
small  enough  to  load  quickly. 
Try  to  limit  the  size  of  im- 
ages, in  kilobytes,  so  each 
page  is  50K  or  less.  On  my 
home  page,  I  included  a  small 
copy  of  the  cover  of  the  pa- 
perback edition  of  The  Last 
Harvest.  Many  computer 
stores  and  graphic  design 


Some  Webspeak  Worth  Knowing 

BOOKMARK  A  link  to  direct  users  to  a  specific  place 
on  your  Web  page. 

FTP  File  transfer  protocol.  All  you  need  to  know  is  that 
you  might  need  this  to  send  your  Web  pages  to  a  server. 

GIF  A  common  format  to  encode  images  for  display  on 
Web  pages.  Another  is  JPEG. 

HTML  This  stands  for  hypertext  markup  language, 
which  programmers  use  to  create  Web  pages.  Web- 
authoring  software  allows  you  to  do  the  job  without 
knowing  HTML. 

HYPERLINK  OR  LINK  A  pointer  on  a  page  that  allows 
users  to  click  their  way  to  another  page  or  destination. 

JAVA  A  programming  language  used  to  do  fancy  things 
on  Web  pages. 

URL  A  Web  page  address;  it  usually  starts  with  "http://" 


covered  a  useful  piimer  called 
A  Beginners  Guide  to  HTML, 
available  free  from  the  Na- 
tional Center  for  Supercom- 
puting  Applications  at  http:// 
ww^w.ncsa.uiuc.edu/General/ 
IntemetAVWW/HTMLPrimer. 
html. 

With  my  modest  computer 
skills,  it  took  about  two 
weekends  to  wade  through 
the  software  and  manuals 
and  create  my  fii'st  few  Web 


shops  can  quickly  and  inex- 
pensively scan  book  covers, 
photogi-aphs,  and  other  illus- 
trations to  produce  electronic 
images  suitable  for  Web 
pages.  Such  images  can  be 
created  in  many  different 
computer  formats,  but  Web 
pages  most  often  use  only 
two  of  those  fonnats:  GIF  and 
JPEG.  The  simplest  way  to 
get  graphics  for  your  Web 
page  is  to  download  images 


online.  Many  government 
sites  offer  free  use  of  photos, 
maps,  and  charts. 

Once  you've  checked  out 
the  links  and  graphics  on 
your  pages,  it's  time  to  "pub- 
lish" them  on  the  Web.  I 
published  my  pages  on  a  Web 
server  run  by  the  National 
Association  of  Science  Writ- 
ei's,  which  makes  space  avail- 
able to  members  for  personal 
Web  sites.  Before  you  decide 
where  to  publish,  check  with 
organizations  you  belong  to 
and  with  your  employer — you 
might  get  space  for  free.  I 
uploaded  my  pages  using 
something  called  file  transfer 
protocol,  or  ftp.  To  do  that,  I 
downloaded  an  ftp  pi'ogi'am 
ft'om  the  Internet.  It's  called 
ws_FTP  Limited  Edition,  and 
it's  available  from  Ipswitch 
Inc.  at  http://vvww.ipswitch. 
com.  After  a  bit  of  tinkering 
to  get  the  progi'am  to  work, 
I  transfeiTed  my  files  to  the 
science  writers'  computer,  and 
my  page  was  instantly  acces- 
sible to  anyone  around  the 
world.  I  was  a  published  Web 
page  author.  I  swelled  with 
the  pride  I  might  have  felt 
in  college  if  only  I'd  been 
able  to  make  that  old  pro- 
gi'am run. 

Creating  a  personal  Web 
site  wasn't  a  snap,  but  it 
wasn't  as  difficult  as  I'd 
feared.  It's  more  complicated 
than  using  the  computer  to 
do  your  taxes  but  less  com- 
plicated than,  say,  learning  a 
new  spreadsheet  program.  If 
you'd  like  to  take  a  look  at 
my  handiwork,  you  can  find  it 
at  http://www.nasw.org/users/ 
praeburn/.  I  plan  to  spruce 
up  my  pages  in  the  coming 
months  perhaps  even  by 
learning  a  bit  of  html.  I  am, 
after  all,  the  author  of  a  pub- 
lished Web  page,  thank  you. 
Which  puts  me  in  league 
with  thousands  of  other  Web 
page  developers  sharing  the 
hope  that  if  we  build  it,  they 
will  come.  A  few  of  them, 
anyway.         Paul  Raebum 
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HANDLE  THIS  TAX  DODGE 
WITH  CARE 


With  mom  hooked  up 
to  a  life-support  sys- 
tem, her  grown  chil- 
dren had  to  act  fast. 

They  stood  to  inherit  mil- 
lions of  dollars,  but  unless 
they  took  immediate  action, 
most  of  the  money  would  go 
to  Uncle  Sam  in  the  foiTn  of 
estate  taxes.  So  the  siblings 
did  what  hundreds  of  thou- 
sands of  American  families 
who  fear  the  dreaded  "death 
tax"  are  doing:  They  trans- 
ferred their  ailing  mother's 
assets — I'eal  estate  and  secu- 
rities— into  a  family  limited 
partnershi]),  or  flp,  leading 
to  a  i)otential  tax  savings  of 
around  48%.  Two  days  af- 
ter the  partnership  was 
created,  the  plug  was 
pulled,  and  their 
mother  died. 
BLATANT  CASE.  In 
appri)])riate?  The 
Internal  Revenue 
►Service  sure  thinks 
so.  The  episode 
may  sound  like  a 
bad  TV-movie,  but 
this  real-life  drama 
has  caught  the  atten 
tion  of  the  iRS,  which 
in  a  March  memo  de- 
clared the  partnership  in- 
valid. Tax  experts  say  thai 
it  took  such  a  blatant  case 


for  the  IRS  to  publicly  de- 
nounce what  it  views  as  an 
increasingly  widespread  ijrob- 
lem:  the  abusive  use  of  flps 
to  avoid  estate  taxes.  Tradi- 
tionally, such  limited  partnei-- 
ships  have  been 
created  to  hold 
real  estate  assets,  or  to  oper- 
ate family  businesses.  But 
lately,  families  with  sophisti- 
cated legal  counsel  have  fig- 
ured out  that  FiA's  can 
shelter  even  marketable  se- 
curities from  the  full  impact 
of  estate  taxes,  says  Kenneth 
P.  Brier,  a  partner  and  tax 
attornev  at  Sherbui'iie,  Pow- 


SMART  MONEY 


ers  &  Needham  in  Boston. 

Now,  tax  attorneys  across 
the  country  are  worried  that 
the  IRS  is  planning  a  full-scale 
crackdown  on  all  family  lim- 
ited partnerships,  says  Santa 
Clara  University  law  profes- 
sor Jerry  A.  Kasner.  If  so, 
the  impact  will  be  far-reach- 
ing, even  affecting  folks  with 
less  than  $1  million  in  assets 
who  are  using  flps  to  pro- 
tect assets  from  creditors  or 
former  spous- 
es. If  your 
FLP  is  not  properly  struc- 
tm-ed,  expect  to  find  yourself 
in  tax  court.  Done  right,  on 
the  other  hand,  flps  can  be  a 
valuable  estate  planning  tool, 
offering  more  than  just  tax 
advantages. 

Here's  how  they  work:  Tlie 
donor,  usually  a  parent,  trans- 
fers the  assets  to  the  flp  and 
becomes  the  general  partner, 
thus  maintaining  a  control- 
ling stake  in  the  partner- 
shii).  The  spouse  and/or 
children  become  limit- 
('(\  partners  and  re- 
ceive interests  in  the 
FLP  through  gifts. 
It's  up  to  the  gen- 
eral partner  to  de- 
termine whether 
any  earned  income 
is  reinvested  or 
distributed  to  the 
kids. 

Since  the  limited 
partnei's  have  no  con- 
li'ol  over  the  assets, 
they  receive  shares  at  a 
discounted  value.  A  lawyer 
will  recommend  an  appraiser 
who  will  deteiTnine  what  an 


Family  Limited  Partnerships:  Keeping  the  IRS  at  Bay 


GET  A  GOOD  LAWYER  Look  for  a  tax  or 
estate  planning  attorney  who  is  experi- 
enced in  drafting  and  defending  partner- 
ship agreements.  Call  the  American  Col- 
lege of  Trusts  &  Estates  Fellows  (310 
398-1888)  or  the  American  Bar  Associa- 
tion (312  988-5000)  for  referrals. 

GET  A  QUALIFIED  BUSINESS 
APPRAISAL 

An  appraiser  will  document  how  much 
you  can  discount  the  assets  in  the 
partnership — usually  25%  to  60%. 


PROVE  ITS  A  BUSINESS,  NOT  A  TAX 
SCAM  Spell  out  your  nontax  reasons  for 
setting  up  an  FLP  in  the  partnership 
agreement.  Save  all  pertinent  correspon- 
dence between  the  family  members  and 
your  financial,  legal,  and  tax  advisers. 

KEEP  A  PAPER  TRAIL  Get  a  copy  of  the 
limited  partnership  certificate  filed  with 
the  state  from  your  attorney.  Open  a  sepa- 
rate bank  account  for  the  partnership, 
saving  all  account  statements,  receipts, 
and  accounting  records. 
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appropriate  discount  idi 
be.  Depending  upon  they 
of  assets,  discounts  wil? 
from  25%  to  60%,  allc^ 
the  children  to  inherit  ij 
after  estate  taxes  areoi 
than  if  the  parent  had  -v 
them  the  assets  outi^l 
says  Jerome  A.  Deener,  \<| 
nior  paitnei'  at  Deener,  ai 
gold  &  Stern  in  Hackeini 
N.J. 

HOARD  PAPER.   If  yon 

currently  using  or  con^-li 
ing  creating  an  flp,  ther:<, 
several  ways  to  protect  m 
self  from  iRS  scrutiny.  It 
make  sure  the  partners!  ji 
well-drafted.  Ask  your  a-o 
ney  for  a  copy  of  the  ^ 
certificate.  The  partneil 
agi'eement    should  cl 
state  your  nontax  reasoni 
creating  it,  such  as  protei 
assets  from  future  cred 
or  ex-spouses.  Save  any  \ 
polling  documents  that  pj 
tax-avoidance  was  not  j 
sole  motive.  Establish  a 
arate  bank  account  for 
partnership   and  save 
records. 

More  important,  par( 
need  to  treat  the  childre 
real  hmited  partners.  "IV 
sure  the  children  receive 
tributions  that  are  pro 
tionate  to  their  share  of 
partnership,"  says  0' 
Fiore,  a  piincipal  of  the  F 
Law  Group  in  San  J 
Calif,  which  specializes  in 
tate  planning.  The  gene 
partner  must  file  iRS 
1065. 

You  shouldn't  skijj  a  q\i 
fied  business  ai)]3rai.sal,  eit 
If  you  should  face  an 
such  an  appraisal  will  h 
you  prove  that  the  discoun 
value  of  the  shai'es  was 
sonable.  Even  marketable 
curities  must  be  apprai 
because  the  discount  is  ba 
upon  the  value  of  partners 
interests.  Expect  to  pay  ft 
$12,000  to  $15,000  in  le 
and  appraisal  fees.  "The  b|ij: 
den  of  proof  is  on  the 
payer,"  says  Fiore.  If  you 
not  willing  to  invest  the  r 
uisite  time  and  money 
ting  up  the  partnership,  doltver 
be  surprised  if  Uncle  S;  J; 
comes  along  and  pulls 
plug.  Keri'y  Cap 
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SHT  SNEEZING 
VITHOUT  SNOOZING 


the  more  than  35 
[ion  hay  fever  suf- 
irs  in  the  U.S., 
[ng  is  the  cruelest 

m  of  all.  Warm  breezes 

tree  and 
;s  pollen 
f  which  way,  making  it  a 

of  sneezing,  wheezing, 
iripping  noses, 
le  good  news  is  that 

after  the  Food  &  Drug 
inistration  announced 
>  to  try  and  remove  one 
tandby — the  nonsedating 
listamine  Seldane — from 
market  because  of  rare 
)otentially  dangerous  side 
ts,  a  bevy  of  other  dings 
lins  to  help  most  allergy 
ms.  In  fact,  says  Dr. 
ael  Welch,  an  allergist  in 
Diego,  "there  are  more 
)ns  available  this  year 

ever  before." 
ay  fever  (allergic  rhini- 
iS  by  far  the  most  com- 
allergy.  When  a  sufferer 


HEALTH 


inhales  pollen,  gi^ass,  dust,  or 
mold,  his  or  her  immune  sys- 
tem geai-s  up  for  a  hostile  in- 
vasion. The  defense  takes  the 
form  of  a  chemical  cascade 
that  results  in  the  release  of 
histamine  and  other  sub- 
stances which 
cause  inflamma- 
tion of  the  nose,  eyes,  and 
throat. 

A  decade  ago,  the  only  op- 
tion for  hay  fever  sufferers 
was  to  use  antihistamines 


that  turned  most  people  into 
zombies.  When  the  nonsedat- 
ing Seldane  hit  the  market 
in  the  early  1980s,  it  quickly 
became  a  top-selling  drug. 
Now,  there  ai^e  several  simi- 
lar drugs  on  the  mai'ket  with 
very  few  differences  between 
them,  says  Dr.  Andrea  J. 
Apter,  the  allergy  specialist 
at  the  University  of  Con- 
necticut Health  Center  in 
Farmington,  Conn.  Apter 
contends  that  Seldane  re- 
mains safe  for  most  people, 
although  there  is  a  slight  risk 
of  serious  heart  problems  if 
people  take  it  with  ery- 
thromycin, a  common  antibi- 
otic, or  with  anti-fimgal  med- 
ications. Hoechst  Marion 
Roussel,  which  manufactures 
Seldane,  won  approval  last 
year  to  sell  Allegi-a,  a  drug- 
that  appears  to  be  as  effec- 
tive as  Seldane  without  the 
side  effects. 

In  addition  to  antihista- 
mine pills,  doctors  are  in- 
creasingly prescribing  new- 
fangled nasal  sprays.  Steroid 
sprays  work  by  preventing 
an  immune  response  to  aller- 
gens such  as  pollen  or  dust. 
There  are  now  nearly  half  a 
dozen  on  the  market,  includ- 
ing Gla.xo's  Flonase  and 
Schering- Plough's  Vancenase. 
Since  these  sprays  require 
two  to  four  days  to  take  ef- 
fect, Welch  advises  patients 
seeking  quick  relief  to  try  a 
prescription  antihistamine 
nasal  spray  that  can  stop 
sneezing  and  relieve  nasal 
itchiness  within  minutes. 

For  the  many  patients 
whose  major  symptoms  are 
itchy,  bmTiing,  or  weepy  eyes, 
doctors  now  have  several 


Stop  the 

Sniffles 

NONSEDATING  ANTIHISTAMINES  1 

NASAL  STEROIDS 

With  Seldane  in  regulatory 
limbo,  these  drugs  may 
relieve  symptoms  without 
turning  you  into  a  zombie. 

Sprays  and  drops  are  gam- 
ing in  popularity  for  treat- 
ing hay  fever  at  the 
source:  Your  nose. 

DRUG/MANUFACTURER 

DRUG/MANUFACTURER 

CLARITIN  Schenng-Plough 

FLONASE  Glaxo  Wellcome 

ALLEGRA  Hoechst  Marion 

VANCENASE  Schering-Plough 

HISMANAL  Johnson  &  Johnson 

NASACORT  Rhone-Poulenc  Rorer 

DATA  BUSINESS  WEEK 


kinds  of  prescription  drops  in 
hand.  Some  solutions  contain 
antihistamines,  others  the 
drug  chromolin.  A  new  entry 
to  the  mar-ket  contains  both 
drargs. 

Pr'obably  the  most  contro- 
ver'sial  ar-ea  of  tr'eatment  is 
immunother'apy  or'  allergy 
shots.  Doctors  disagree 
shar-ply  over-  whether  or  how 
well  it  works  and  how  often 
such  shots  should  be  pre- 
scribed. Only  about  25%-  of  all 
aller-gy  suffer-er"s  actually  need 
immunother'ajjy,  says  Welch. 
PILLOW  FLIGHT.  Before  get- 
ting shots,  Dr-.  B.  Robert 
Feldman,  an  aller'gy  specialist 
at  Columbia  Presbyterian 
Medical  Center-  in  Manhattan, 
r-ecommends  getting  rid  of 
envir'onmental  trigger's  like  a 
down  pillow  or'  family  cat.  If 
these  steps  don't  help,  med- 
ication might.  But  if  a  patient 
has  battled  serious  aller'gies 
for'  year's  despite  drug  thera- 
py, immunother'apy  may  be 
necessary. 

Tr-eatment  involves  giving 
a  per'son  gradually  larger 
amounts  of  the  allergyinduc- 
ing  substance  over-  a  period 
of  thr'ee  to  five  years.  That 
helps  the  immune  system  get 
used  to  aller'gens.  The  risk 
is  that  too  much  dust  or 
mold  can  set  off  a  serious  al- 
lergic r'eaction  called  anaphy- 
laxis. Some  companies  are 
working  on  shots  that  use 
just  one  key  par-t  of  an  al- 
ler-gen  instead  of  the  whole 
molecule.  Studies  ar'e  also  be- 
ing conducted  on  oral  and 
nasally  administered  im- 
munotherapy. 

In  years  to  come,  allergy 
medication  will  evolve  even 
fiu'ther.  One  pr'omising  class 
of  dr'ugs  approved  last  year 
for  tr'eating  asthma — called 
leukotr'iene  inhibitor's — blocks 
inflammation.  Studies  ar'e  be- 
ing done  to  deter-mine  their' 
effectiveness  in  treating  aller'- 
gies. Boston-based  ImmuLog- 
ic  is  testing  a  cat  dander  vac- 
cine that  could  pr-event  fehne 
allergies.  A  vaccine  for  rag- 
weed is  also  in  the  wor'ks.  In- 
deed, for'  the  milhons  of  han- 
k  i  e  h  0  a  r' d  e  r' s ,  these 
developments  ar'e  nothing  to 
sneeze  at.  Naomi  Frenndlkh 
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PHONE:  (312)  464  0500 
FAX:  (312)  464-0512  OR  WRITE: 
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BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  201 
CHICAGO,  IL  6061  1 


Technology  Guides 


Communications  •  Document  Management  •  Data  Warehousing 


Got  Questions?  Lefs  WEB. 

A  series  of  educational  guides  that  put  these  technologies  into  practical 
and  understandable  terms.  These  guides  are  available  FREE  to  read, 
download,  and  print  from  our  Web  Site. 

http://www.tecKguicle.com 


Presentation  Equipment 


"Holy*@?%#!" 


ImagePro®  7010 

Ll'D  data/videii  pnijectdr 

KltliK  siift-sidi'd  carrvinn case  Willi  piirchaM 


:/y;*:V/^  1.888.238.5263 


Cigars/Accessories 


DELUXE 


CIGAR 

HUMIDORS 

As  low  as  $94.95* 

Sold  in  stores  far  over  $200  00' 


Inrge  'Presidential'  size  features: 

•  (,a|)a(.il\  i)f  40-(i(l  cif^ars 

•  Ovciall  M/f    III  1/2  \  S  V.|  \  ■)  1/2 

•  Price  SI  2') 

Standard  'Executive  '  size  features: 

•  (iapatiU  of  2S--III  Clears 

•  Ovtaali  siA-  I)  1/2"  \  K  l/H"'  \  S' 

•  I'ricc      I  41 

Both  sizes  include  these  features: 

•  Indindually  engraved  brass  plale  Willi  up 
10  i  iniiiaK  (no  f\lra  charge) 

•  Comes  complele  wiih  mainlenance 
instriK  lions 

•  Spanish  (,edar  inner  lining 

•  Acciirale  llvi;romeIer  inslrumenl 

•  Credo  Rondo  lliimislal 

•  lienuine  Solid  American  W.dnul 


1-800-570-7318 

Shumsky  Humidors 
811  E.  Fourth  Street,  n.ivlun.  OH  45402 
'Sales  tax  applies  in  OH.  IN  and  FL 
Visa.  MC.  AMEX,  Discover  accepted 
Pius  $7.50  S/H 


Telecommunications  Services 


America's  Leading  Stand  Alone 


•  One  Low  Rate  •  1 7  5c/minute  •  24tirs/day 
•  No  Monthly  Fee  •  No  Surcharges 
•  Six-Second  Billing  Worldwide 
•  Low,  Flat  Infl  Rates 


Vbicel 


Simply  Convenient 
1-800-789-5753  24  hrs/day  loll  Iree 
more  inio  http;//www  tel-world.com 


TELECOMFERENCm  AsIowAs 


The  Bt-st  Kates  In  The  (.ouiitrv 


<3  II  J  /  M  f\H  R(  \(  I.M,  s|  H\(((  s    |,\(  I 


Reserve  Your  Next  Conference  Call  By  Calling 


1-800-778-MEET 

fittp //www. eagle. net 


LONG  DISTANCE 
BLOWOUT! 

Low  inter-,  intra-state  rates! 
Great  International  Rates! 
In-state  Calling  cards  under  10c! 

Restrictions  apply.  Bus./Res. 
Bus.  Local  Svc.  available  in  NYC! 

TBRC  800-739-0079 


Telecommunications  Products 


rflurarec 

For  the  real  worlcT 


■  ■  •  Compact  plain-paper  fax/copier 

•  EasyStart"  guided  software  setup 
■  Muratec  Film  Imaging'  -  cluan.  dry,  fixed 
cost-per-pnntout 

'  20-page  automatic  document  feeder 
'  Built-in  automatic  switcfi  tor  using  your  telephone 
answertng  machine 

'  110-shee!  cassette  holds  letter  or  legal-sized  paper 


Sale  Price  $399.00 
Savings  of  $50.00 


To  Order  Call  1-800/419-5015 

ImageMale  MXSOOO  OHei-Oroi 


Internet  Services 


web  publishing 
multimedia  consulting 
http;//vvww.blueskye.com 

I  -  888  -  CoolSkye 

(1-888-266-5759) 


WEB  DESIGN/HOSTING 

Want  To  Reach  Over  30  Million 
Customers?  Be  On  The  Internet. 

•  The  internet  is  the  future  of 
business  commerce 

•  Increase  your  sales. 

Gel  started  for  as  little  as  $300 
For  more  inlormalion  call  INFOSAURUS,  Inc 
1-888-638-0463  (loll  free) 

e-mall:sales@infosaurus.com 


DOMAIN  NAME: 


Reserve  your  name  today  (i  e. 
yourcompany.com)  on  the  Internet. 
Registered  names  can  be  used  (at  any 

provider)  NOW  or  in  the  FUTURE. 
Registration  complete  in  24  hrs.  or  less! 

Only  $45  +  NIC  fee 
Call  1-800/545-3662  or  register  at 
http:/Mvi/vi/. domainregistry.com 


FAX  BROADCASTING 
only  10c  a  minute! 


To  the  U  S  from  anywhere  in  the  world! 

Rates  per  minute  to 

France        $0  39  Japan  $0  39  i 

Germany    $0  39  U  S  $0  10  i 

'  Hong  Kong$0  59  U.K  $0  29  ' 

^^XanniSnt    Lines  ope" 
  -^AVioors'- 

Toll-free:  1.800.906.4FAX 

Tel  1  206  301  7000     Fa«   1  206  301  7500 


Menswear/Fastiion 


Can't  Find  ^ 
Shnes  In  "I 
\YnurSize' 


We  Specialize  In  Hard-To 
FindSizes...  AAA-EEEEE 
Widths,  Up  Jo  Size  16. 

I  :&  Choose  from  a  wide 
i  'm  selection  of  IVIen's  Dress. 
M§  Casual,  Wotl<  &  Athletic 
Shoes  You'!!  find  top  brands 
!i!<e  E.T  Wright,  New  Balance,  Bostonian, 
Hush  Puppies  and  Wolverine  And,  we  have 
the  best  guarantee  in  the  business! 
Ca  1  -800-240-7463  for  a  free  catalog 


Executive  Shoes  Dept.  2910 


1 


Investment  Service 


Safely  Giiarant 


Fixed  Maturities 
Lowest  Risk,  Insured  Pn 

ajmg  1 -800-4  r>7-r>( 


0 


Computer  Supplies 

f  BatterTer&'ToJirFi 

■  Mobile  Professiona 

I    L.1II  n.iu  lorvourFREEuiulog,  l-aW-Ea' 

■  •  .    ,  -    .1  ';iiii-22.s-S',74' 

l-SOO-Botterie! 

■  •  \, -y  \  BalteiiKi  Us [ai Mobile Piofe 
L  ^  ^  ^  Jw^OOBaneries.« 


Computer  Equipmen 


HEWLETT-PACKAF 

Buy-Sell-Trade 

LASER.JET        COLORPRO  VUAFT/K/Jf^Mt') 
DESKJET         DRAFTPRO  DESIGNJE' 
ELECTROSTATIC  PLOTTERS  RUtXlEDW 

HP  9000  workstations  &  Vectn 


Demo  &  Refurbished  Equipn  kHjIjjjih 


Ted  Dasher  &  Associates 

41 17  Second  Ave  S  Birmingham,  AL 
Phone  205/591-4747  Fax  205/591 
800/638-4833  •  e-mail  sales@dasher 


Corporate  Gifts 


-.■■JlOltlt'': 


.mini! 


Ms  •"■11 


M.5S  • 


Logo  Tattoos 


liistconvi 

iilttwoi 


4  SI 


1000  Temporary  Tattoos  witfi  your  Logi 
Just  $189.00!!! 
or  2000  Tattoos,  Just  $299.00!! 

plusS7.00SSH(CAadcl7  25%saleslax)  . 

Customized!  Full  Cblor!  2"  X 


■otecti 
Coatini 

ami 

IIOSUSI 


Send  your  sized,  co/or  logo,  or  artwork  ,  along  v 
a  ctieck,  company  P.O.  or  Visa  /  MC  #  lo: 


Calico  Temporary  Tattoos 
315  Plantation  Way  •  Vacaville.  Ca  955 
Tel:  707/448-7072  •  Fax:  707/446-827 
Allow  4-6  weeks  for  delivery 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL  60611 


Business  Books/Audio  Tapes 


Corporate  Gifts 


HOKE  DURING  PRESENTATIONS? 


-start  your  career  witti  Speaking  Up:  A  Guide  for  Overcoming 
\gefrightin  Business  Meetings.  4  audiotapes  &  guidebook. 
Developed  by  a  psychologist  with  hands-on  experience. 

Call  800-634-3973 


Publishing 


HORS  WANTED 

jbsidy  book  publisher  seeks  manu- 
all  types:  fiction,  non-fiction,  poetry, 
juvenile  and  religious  works,  etc 
ee  32-page  illustrated  booklet  W-  55 
lors  welcomed  Vantage  Press, 
4th  St.,  New  York,  NY  10001 


Corporate  Gifts 


lET  YOUR  PILLS  AGAIN? 

Pill  Fobs make  sure  you  won  t! 

pills  conveniently  in  beautifully 
5d  stainless  steel  Pill  Fobs™, 
'eigfit  &  waterproof  wilfi  handy 
key  fiolders  attactied, 
lard  $19.95  •  Magnum  $24.95 
I  (holds  small  nitre  bottle)  $25.95 
ler/lnfo  call  1-800-332-0337 

i.95  s/h  (Visa/MC/Discover/checks) 


JG  EXTERMINATOR 


too%  Termination 

riest  conversation  piece 
t  really  works!   $14>9S  ? 

1-800  594-8683  ^ 
Of—A— *S.-~'A'TCr— A— iO»— A-  JS^ 


strial/Home  Products 


rotective 


MHLY  DURABLE 
rs  ACIDS,  RUST,  ROT 
OME  AND  INDUSTRIAL  USES 
1PR00FS  AND  SEALS 
ROCHURE  AND  FREE  SAMPLES 
31-2164  FAX:  908-364-4109 


3Stment  Publications 


SCOVER  HOW... 


I  can  beat  the  stock,  bond,  and 
tures  markets  using  the  secrets 
amazing  Df/ra  Phenomemm" 
:E  DESCRIPTIVE  BROCHURE 
DiMree  1-800-990-1120 


Consumer  Electronics 


Music  World 
Computer  World 

America's  Only  Catalogue  of  its  Kind'. 

Receive  Our  FREE  Moil 
Order  Colologue  Now! 

212  pgs.  of  Top  Brand 
Nomes  in 

Audio 'Video 
Computers*  Forlables 

Home  Office 
Music 'Video  &  More 
All  at  Distount 

BN096 

Order  Toll  free  24  Hours  A  Doy,  7  Doys  A  Week 

1-800-221-8180 


Menswear/Fastiion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Free  catalog  •High  qtiality»160  styles 


HITCHCOCK  SHOES,  INC. 

Dept  55D  Hmgham,  MA  02043 
1-800-992-WIDE 


Travel/Vacations 


PORSCHE  FE8T '97 


Drive  Porsches  on  the  Autobahn  •  Tour 
the  Stuttgart  Porsche  factory  •  Ride  wth  a 
professional  race  driver  •  Much  more! 
Octl3th-l8th  Fast  Lane  Travel,  Inc. 

Call  for  details     Telephone  301-984-1770 
Voice  Mail  301-770-4558 


Free  Resort 
Ratings  Booklet 


A  handy  reference  with 
60  straight-forward  resort  reviews. 
It's  yours  FREE  when  you  subscribe  to 

Timesharing  Today 

The  magazine  tiiat  heips  you  get  thie 
most  out  of  vacation  ownerstiip. 

Independent  viewpoint  •  Resort  reviews 
Articles  on  buying,  selling,  exchanging 
Investigative  reports  •  Industry  news 
Hundreds  of  classified  ads 
Must  reading 

Call  Toll  Free  1-888-463-7427 


THE  AMERICAN  PEWTER 

Award  Plate 

A  PRtSENTATION 

Of  Distinction  &.  Quality 

^iiur  curpitrate  or  organization  logo 
in  sold-plated  pierced  brass. 
IndividualK  engraved  message.  $85 
plus  line-time  $25  tooling  cost.  In 
quantities  the  price  is  as  low  as 
$(iO,  4H-hour  delivery 
\v1ien  logo  Is  in  stock.  ^ 
\ls()  available  for  weddings, 
.jnnivcrsaries  and  special  events. 

•MUSEUM  MASTERWORKS- 
25  E.  Main  Street  •Riclimond.VA-232 1 9 
»«0-446-7968'Fav  804-648-0«02 


Fine  Art 


FREDERIC  REMINGTON 

BRONZE  COLLECTION 

MOUNTAIN  MAN. ..$60 

'Lost  wax  casting' 

ALSO  SILVER  CASTINGS 
FOR  CATALOG 

Call:  1-800-521-3179 
Fax:  407-332-0531 

Henry  Bonnard  Bronze  Co 
World's  Largest  Bronze  Supplier 


DALI 

Collect  Rare,  Authentic 
Llmltsd  Editions 
from  6  2500 
CALL  FOR  CATALOO 

1-800-999-DALI 

or  (310)  798-1360^ 


SILVERSTATE  FINE  ART 


Presentation  Equipment 


IT'S  ENOUGH  THAT 

YOU  CARRY 

The  WEIGHT  OF  AN  ENTIRE 

COMPANY 

ONri^^UR  SHOULDERS. 


For  more  information  about  the  world's  lightest,  most  portable 
laptop  (nojectors,  call  1 -800-445-9396,  '  --^ 

L  I  0  H  T  W  A  H 

or  visit  our  site  at  WWW. lightware.com.. 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464  0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BOSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  20 
CHICAGO.  11  6061  1 


Franchising 


Neahy  Nicheix 


Craters     I"rcii:hlL'rs  sei  ves 
a  uni(.|iie  market  iiiehe  by 
eiisioiii  packing/cralinii  and 
shipping  freight  that  is  too 
hig  lor  IJP.S  and  loo  small 
loi  movers,  ^'oii  get; 
/  l.oyal.  upseale  market 
/  Large  exclusive  territories 
/  Freight  discounts  &  cargo 
insurance  program  give 
you  the  competitive  edge 

-Call  Now  - 
Prime  teirilniics  still  available' 

Craters  & 
Fi-eighters 

1-800-949-9931 


Business  Opportunities 


Relax  and  Enjoy 
$350K+++  Annual  Profit 
Potential  From  Home!! 

$75K  Possible  First 
Few  Months... 

*^*NominaI  overliead 
**''d>0-S1^7f  gross  profit  margins 
***Exciting  breakthrough  products 
**^24  hour  support  system 
^**No  employees   ***No  inventory 
^  *  *  No  selling  experience  required 
^  *  *  Flexible  fiours 

^**Portable--operate  anywhere  you 

have  fax  and  phone 
'  **One-time  start-up  less  than 

$10,000 

Financial  freedom  can  be  yours  within 
90  days!  Find  out  more  today: 

1-800-432-0018,  Ext.  5252 

Fax  207-767-1103 
FREEDOM  ASSOCIATES 


Business  Services 


INCORPORATION 


'  FREE  Information 

'  All  50  States  and  Offshore 

'  Reliable  Service  and  Low  Prices 


Corporate  Creations'^ 

http:/Avww. corpcreations.com 


ID 

77w 
800-672-9110 


Fax  305-672-9110 


TRADEMARK 


Vour  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars, 
or  information  on  franchising. 

prancorp^ 

Spec(a//sfs  m  Franchise  Development  BW 

1-800-FRANCHISEt1^0^7^2^^ 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and 
Equipment  LeasesUom  Sl.OOOto 
S10  million.  No  co-brol<ering.  Work 
directly  w/National  Lenders. 
Unlimited  earnings  potential  and 
residual  income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1-800-336-3933 

.  The  Loan  Consultants,  Inc.  . 


Personal  Checks 

with  the  purchase  of  600 

i-T()-.4-Pin;c  Business  Clirt  fes 

only  29 '^^+  S&H 
(Offer  good  thru  12/31/97) 

1-800-239-4087 


RESEARCH  REPORTS 


20,000  ACADEMIC  TOPICS  AVAILABLE! 

I  Send  $2  for  the  290  page  catalog. 

I  Cuslom-wntten  icpotis  also  available 

,  RESEARCH  ASSISTANCE 

•  l1322laahoAve  ,  #206BF 

I  Los  Angeles.  CA  90025 

I  TOLL  FREE  HOTLINE:  800-351-0222 


Education/lnstructi 


University  De 


Approved  Self  Paced  Hom(S| 
Associate  Bachelors  Masters  f 

Emphasis  in:  Business  Admin  Publl 
Health  Care  Admin.  Human  ReJ 
Finance,  Int'l  Business.  Tech  Mgl 
Paralegal,  Psychology.  Computer  j 
http://wvvw.scups.edu  I 
Email:  enroll@scups.ed 
1-800/477-2254  (24  hrsj 
Southern  California  Unlverii 
for  Professional  Studies;, 
1340  E.  17  St-BW,  Santa  Ana,  C/i| 
■1" 


INVEST  IN  YO 


Your  VALUH  Is  What  You  Km 
Approved  BS  s  and  Masters  m  Busin 
Engineenng  Through  Distance  Le; 


CNU 


\Mm  Panhenia  .Strict.  North  HilK.  CA 

For  Catalog  Call  1-800-782-2 
Web  Site:  htlp:  //www.cnuas, 


http:  //www.research-assistance.com 


MBA  BY  Distance  Um 

Maioi  Btilich  univeisity  nflets  accredited  N 
Bachelor  s  of  GMAl  needed  Chosen  by  Ec 
Intelligence  Unit  as  one  of  world's  best  MBA  pri 


HEPIOT-WAH  UNIVERSITY  I  (800)  MBA 
North  American  Distribulor  '  •  Ask  lor 
l-iM.n  Slocklon  St,  Suite  2,  El  Ci^uiln  CA  •') 
For  immediate  FaxBack  literature:  fron 
lax  machine's  phone,  call  (510)  486-8! 


K;  SHiS?:  i 

J  ■•!  (tiiilS 


ins 


mm 


ADVERTISE  IN  THE 
BUSINESS  M^EE/CMARKETPLACE  AND 
REACH  OVER  6  MILLION  RESPONSIVE  READERS!! 

The  next  Marketplace  section  closes  on  April  24th. 
For  rates  and  information  contact: 

Business  Week  Marketplace 
500  North  Michigan  Avenue 
Suite  2010 
Chicago,  IL  60611 
Phone  312-464-0500 
Fax  312/464-0512 
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siness  Week  Index 


iDUCTION  INDEX 


nge  from  last  week;  0  2% 
,ige  from  last  year;  5.2% 


PRODUCTION  INDEX 

Mar.  15=122.4 
  1992=100   


ir.  July  Nov.  Mar 

16  1995  1996  1997 

ndex  IS  a  4-week  moving  average 

iroducfion  index  tias  been  revised  back  to  January,  1992,  to  reflect  tfie 

mark  revisions  to  ttie  Federal  Reserve's  index  of  industrial  production, 

:omponent  vKeights,  and  new  seasonal  factors.  Historical  data  is 

ble  from  business  week.  In  ttie  week  ended  Mar.  15,  the  index 

ised.  Before  calculation  of  the  four-week  moving  average,  the  index  rose 

2.7,  from  122.1,  on  gams  in  the  seasonally  adjusted  output  of  trucks 

ail-freight  traffic. 

luction  index  copyright  1997  by  The  McGraw-Hill  Companies 


.DING  INDICATORS 


LATEST      WEEK  YEARLY 
WEEK        AGO     %  CHG 

!K  PRICES  (3/21)  S&P  500  784.10    793.17  20.5 


■ORATE  BOND  YIELD,  Aaa  (3/21) 

7.61% 

7.42% 

2.7 

STRIAL  MATERIALS  PRICES  (3/21) 

107.6 

108.3 

-2.1 

NESS  FAILURES  (3/14) 

NA 

NA 

NA 

ESTATE  LOANS  (3/12)  biihons 

NA 

NA 

NA 

EY  SUPPLY,  M2  (3/10)  billions  $3 

875.0  $; 

,870.6r 

4.5 

AL  CLAIMS,  UNEMPLOYMENT  (3/15)  thous 

312 

309 

-18.3 

:es:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun 
dstreet  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept. 


BREST  RATES 


LATEST       WEEK  YEAR 
WEEK        AGO  AGO 
;RAL  FUNDS  (3/25)  5.57%       5.42%  5.23% 


MERCIAL  PAPER  (3/26)  3-month 

5.70 

5.53 

5.37 

riFICATES  OF  DEPOSIT  (3/26)  3  month 

5.66 

5.52 

5.34 

D  MORTGAGE  (3/21)  30-year 

8.09 

7.98 

8.05 

ISTABLE  MORTGAGE  (3/21)  one  year 

5.85 

5.86 

5.77 

E  (3/21) 

3.25-8.50 

8.25 

8.26 

;es:   Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


PRODUCTION  INDICATORS 


STEEL  (3/22)  thous.  of  net  tons 

LATEST 
WEEK 

2,120 

WEEK 
AGO 

2,102# 

YEARLY 
%  CHG 

1.8 

AUTOS  (3/22)  units 

127,423 

126,686r# 

50.1 

THUCKo  (3/22)  units 

130, 141 

139,360r# 

43.5 

ELECTRIC  POWER  (3/22)  millions  of  kilowatt-hrs. 

59,339 

59,387# 

2.5 

CRUDE-OIL  REFINING  (3/22)  thous.  of  bbl./day 

14,079 

13,715# 

1.8 

COAL  (3/15)  thous.  of  net  tons 

20,800# 

20,443 

-2.4 

LUMBER  (3/15)  millions  of  ft. 

509. 0# 

510.6 

13.8 

RAIL  FREIGHT  (3/15)  bilhons  of  ton-miles 

27.4# 

26.9 

1.9 

Sources:  American  Iron  &  Steel   Institute.   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  WWPAl.  SFPA2.  Association  of 
American  Railroads 

PRICES 

GOLD  (3/26)  $/troy  oz. 

LATEST 
WEEK 

346.050 

WEEK 
AGO 

349.100 

YEARLY 
%  CHG 

-13.6 

STEEL  SCRAP  (3/21)  #1  heavy,  $/ton 

136.50 

136.50 

-1.8 

COPPER  (3/21)  c/lb. 

117.7 

117.0 

-2.7 

ALUMINUM  (3/21)  <t/\b. 

80,0 

80-5 

4.6 

COTTON  (3/22)  strict  low  middling  1-1/16  in.,  iz/lb.  70.63 

72.74 

-14.1 

OIL  (3/25)  $/bbl. 

20.77 

21.77 

-5.7 

CRB  FOODSTUFFS  (3/25)  1967=100 

245.28 

243.36 

4.1 

CRB  RAW  INDUSTRIALS  (3/25)  1967=100 

339.19 

339.92 

2.3 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Metals 
market,  NYMEX,  Commodity  Research  Bureau 

Week.  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (3/26) 

LATEST 
WEEK 

124.23 

WEEK  YEAR 
AGO  AGO 

122.72  106.61 

GERMAN  MARK  (3/26) 

1.69 

1.68 

1.49 

BRITISH  POUND  (3/26) 

1.63 

1.60 

1.52 

FRENCH  FRANC  (3/26) 

5.70 

5.67 

5.07 

ITALIAN  LIRA  (3/26) 

1685.5 

1687.8  1579.5 

CANADIAN  DOLLAR  (3/26) 

1.37 

1.38 

1.35 

MEXICAN  PESO  (3/26)' 

7.893 

7.925 

7.540 

TRADE-WEIGHTED  DOLLAR  INDEX  (3/26) 

105,1 

104.8 

99.6 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U,S  dollar, 
except  lor  British  pound  in  dollars    Trade-weighted  dollar  via  J  P  Morgan 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
Tient.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


ONAL INCOME 

ay,  Mar.  31,  8:30  a.m.EST>-  Personal 
le  likely  rose  a  strong  0.7%  in  Febru- 
hile  consumer  spending  increased  a 
0.5%.  Those  are  the  median  forecasts 
)nomists  surveyed  by  mms  Internation- 
e  of  The  McGraw-Hill  Companies.  In 
iry,  income  rose  0.3%  and  spending 
d  0.7%,  but  the  upward  revision  to 
lonth's  retail  sales  suggest  that  Janu- 
)ending  will  be  adjusted  higher. 

I  SURVEY 

lay,  Apr.  1,10  a.m.EST^  The  Nation- 
iociation  of  Purchasing  Management's 
likely  edged  up  to  53.5%  in  March, 
53.1%  in  February,  says  the  mms  sur- 


vey. Economists  will  look  closely  at  the 
napm's  component  covering  vendor  deliver- 
ies. If  companies  are  stretching  out  the 
time  in  which  goods  are  shipped,  it  would 
indicate  that  price  pressures  are  building. 

LEADING  INDICATORS 

Tuesday,  Apr.  1,  10  a.m. est >■  The  Confer- 
ence Board's  index  of  leading  indicators 
probably  rose  0.4%  in  February,  after  rising 
0.3%  m  January.  The  index  has  not  fallen 
since  January,  1996. 

CONSTRUCTION  SPENDING 

Tuesday,  Apr.  1,  10  a.!V.EST>  The  mms  sur- 
vey forecasts  that  building  outlays  rose  0.7% 
m  February,  on  top  of  a  0.4%  advance  in 


January.  The  February  gain  is  suggested  by 
the  12.2%  jump  in  housing  starts. 

FACTORY  INVENTORIES 

Wednesday,  Apr.  2,  10  a.m.Esr^  Factory 
inventories  were  probably  increased  0.2%  in 
February,  after  rising  just  0.1%  m  January. 

EMPLOYMENT 

Friday,  Apr.  4,  8:30  a.m.ESTP-  The  mms 
median  forecast  expects  that  nonfarm  pay- 
rolls added  198,000  jobs  in  March,  after 
339,000  were  created  in  February.  The 
unemployment  rate  was  likely  unchanged  at 
5.3%.  Average  hourly  earnings  are  expected 
to  have  risen  0.3%  in  March,  after  increas- 
ing 0.2%  in  February. 


This 
Week, 
Online  - 

Business  Week  presents  • 

frequent  live  conferences  i 

and  chats  on  America  i 

Online-your  opportunity  to  i 

ask  questions  about  fea-  i 

tures  from  the  magazine.  ; 

Sunday 

BW's  Paul  Raeburn  is  one  of 
the  thousands  who  have 
created  their  own  Web 
page — and  you  can  do  it, 
too.  He  will  be  online  with 
Ginny  Hudak-David,  author  of 
A  Beginner's  Guide  to  HTML. 
Mar.  30 

9  p.m.  EST  in  the  Globe 

Monday 

Learn  the  bare  essentials  of 
marketing  your  business 
from  Robert  Grede,  author  of 
Naked  Marketing.  Mar.  31 
8  p.m.  EST  in  the 
BW  Enterprise  Chat  Room 

Thursday 

Look  north  of  the  border  for 
your  global  MBA — chat  with 
U.S.  students  from  the  Ivey 
School  at  Western  Ontario 
University.  Apr.  3 
8  p.m.  EST  in  the 
BW  Onhne  Chat  Room 

Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  50  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


AT  Kearney  76 

Aamulehti  Group  87 

Aberdeen  Group  76 

Adolf  Coors  (ACCOB)  46 

AirTouch  Communications  (ATI)  36 

Al-Tech  54 

Albemarle  161 

Aliens  Co  6 

Alliance  Capital  6 

Alptia  Software  22 

AltaVista  162 

Aluminum  Co  of  America  (AA)  72 
America  Online  (Amer)  162 
American  Airiines  (AMR)  39 
American  Baseball  Capital  98 
American  Century-20th  Century 
Giftrust  116 

American  Heritage  Fund  116 
American  Tach  &  Hardware  36 
Ameritech  (AIT)  42 
AMG  Data  Services  116 
Andersen  Consulting  72 
Apple  Computer  (AAPL)  38, 132 
An/ida  120 
Ashland(ASH)  90 
Astra  10 

AT&T  (T)  38, 42,  44, 47, 78, 80 
Atlas  54 

Autodesk  (ACAD)  22 

Avalon  Group  40 

Auiation  Systems  Research  40 

B 


Baby  Superstores  124 
Baltimore  Orioles  98 
Banker's  Trust  Asia  (BT)  49 
Barings  64 

Barnes  8.  Noble  (BKS)  124 
Bay  Networks  (BAY)  78 
Bear  Steams  (BSC)  122 
Bell  Atlantic  (BEL)  76,78 
Bell  Laboratories  76 
BellSouth  (BLS)  78 
Bloomingdale's  14 
Boeing  (BA)  49 
Bolero  Investment  Group  122 
Books  That  Work  22 
Boston  Red  Sox  98 
British  Airways  (BAB)  76 
British  Broadcasting  Corp  57 
Brooke  Group  (BCD  34 
BT  Securities  39 


C-B  Partners  122 
C-Phone  76 

Calvert  New  Africa  Fund  116 
Canon  8 

Carolina  Panthers  98 

CBS  (WX)22 

Centennial  Funds  80 

Challenger  Grays  Christmas  38 

Chesapeake  Capital  64 

China  Euerbright  International  53 

Chrolotte  Hornets  98 

Chrysler  (C)  36 

Cisco  Systems  (CSCO)  78 

Claris  162 

CNW  Marketing/Research  114 
Columbia/HCA  47 
Compaq  Computer  (CPQ)  78, 132 
Continental  Airlines  (CAI  A)  36, 40 
Coresoft  Technologies  76 
Credit  Suisse  First  Boston  30 
CytoTherapeutics  (CTII)  140 


Daimaru  104 
Daimler  Benz  (DAI)  54 
Daiwa  Securities  53 
Dash  76 
Datapro  76 
Dataquest  78 


Dean  Witter  Reynolds  (DWD)  30 

Deener,  Feingold  &  Stern  164 

Delaware  Capital  6 

Dell  Computer  (DELL)  132 

Dennis  Trading  Group  64 

Dialogic  76 

Digia  87 

Digital  Sound  (DGSD)  76 
DirecTV  80 
Doosan  54 

Dow  Chemical  (DOW)  72 


EarthWeb  He  46 

Eastman  Chemical  (EMN)  132 

EchoStar  Communications  80 

EFN  Media  6 

Elektrobit  87 

Elstree  Studios  57 

Equity  Residential  Property  Trust  120 


FaxNet  76 

Federal  Express  (FDX)  78 
Federated  Latin  American  Growth 
Fund  116 

Fiore  Law  Group  164 
First  USA  (FUS)  116 
Flex-funds  Muirfield  Fund  116 
Florida  Marlins  98 
FoodBrands  America  47 
Ford(F)  6,104 
Forrester  Research  46,  78 
Freshwater  Software  80 
Furman  Selz  104 


Gateway  2000  (GATE)  132 
General  Electnc  (GE)  76, 22 
General  Motors  (GM)  6,49,54,104, 
114 

Georgetown  Holdings  57 
Gerard  Klauer  Mattison  124 
GFK  Consulting  161 
Glaxo  (GIX)  165 
Goldman  Sachs  120 
Great  Lakes  Chemical  (GLK)  161 
Green  Bay  Packers  98 
GTE (GTE)  76 

Guangdong  International  Trust  & 
Investment  53 
Guangnan  Holdings  53 
Guangzhou  Investments  53 


H.J  Heinz  (HNZ)  38 
Hampshire  Securities  122 
Harris  Associates  116 
Hartford  Steam  Boiler  Inspection  & 
Insurance (HSB)  72 
Helsinki  Media  87 
Helsinki  Telephone  87 
Hentage  Media  47 
Hewlett-Packard  (HWP)  8,132 
Hilton  Hotels  (HLTl  72, 120 
Hoechst  Marion  Roussel  165 
Home  Depot  (HD)  36, 47 
Honda  Motor  104,172 
Hughes  Communications  (GM)  78 
Humana  (HUM)  90 
Humongous  Entertainment  47 

I 


IBM  (IBM)  116,122,132 
IBP  47 

ICG  Communications  80 
IDD  Information  6 
lEG  6 

ImmuLogic  165 
Indiana  Pacers  98 
Indianapolis  Colts  98 
ING  Barings  53,  54 
Intel  (INTO  76,132 
International  Data  46 


International  Family 
Entertainment  47 


J  P  Morgan  46 

Jackpot  Enterprises  (J)  122 

Jefferson-Pilot  (JP)  98 

JMB  Realty  120 

John  Hancock  Funds  124 

Jones  Intercable  (JOIN)  80 

K 


Kenmar  Holdings  64 
KeyCorp (KEY)  121 
KFC(PEP)  58 
Kinko  8 

KitchenAid(WHR)  22 

Kmart  (KM)  47 

Kobren  Insight  Funds  116 


LL  Bean  36 

Lancit  Media  Entertainment  47 
Level  SIEVED  122 
Liggett  Group  (BGL)  34,172 
Loews  (LTR)  34 

Logotronix  Communications  80 
Lorillard  Tobacco  34 
Lucent  Technologies  (LU)  76 

M 


Markman  MultiFunds  116 
Marks  8.  Spencer  58 
Marriott  (MAR)  58, 120 
Man(-Layne  Retail  Consuming  124 
McDonald's  (MCD)  44 
McDonnell  Douglas(MD)  116 
MCI  Communications  (MClC)  6,42. 
44,47,78 

Mercer  Management  42 
Mercury  Mail  80 
Mernll  Lynch  (MER)  6, 54 
Micron  Electronics  (MUEI)  132 
Microsoft  (MSFT)  10,46, 76, 78, 
122,132.162 
Millennium  Studios  57 
Milwaukee  Brewers  98 
MindSpnng  Enterprises  22 
Monsanto  (MTC)  132 
Morgan  Stanley  (MS)  53 
Morningstar  116 
Motorola  (MOT)  132 

N 


NationsBank  (NB)  98 
NEC  132 

Netscape  Communications 
(NSCP)  46,162 
New  York  Yankees  162 
New  York  Mets  98 
News  Corp,  47 
Nextrend  1 04 
Nike(NKE)  44 
Novell  (NOVL)  76 
NPD  Group  124 
Nu-kote  8 


Oakmark  Funds  116 

Octel  Communications  (OCTL)  76 

Oracle  (ORCL)  46 

P 


Pacific  Bell  (PAC)  76 
Packard  Bell  132 
PBHG  Emerging  Growth  116 
Philip  Morris  (MO)  34, 116 
PicturePhone  Direct  76 
PIMCo  Opportunity  C  116 
Pinewood  Studios  57 
Pittsburgh  Pirates  98 
PNC  Bank (PNC)  36 
PointCast  47 
Polygram  57 

Precision  Response  (PRRC)  76 


Quaker  Oats (OAT)  44 
Qwest  Communications 


Radian  International  72 
Randsworth  Trust  120 
Republic  Industries  6 


Resolution  Trust  120 
Ricoh  8 

Rite  Aid  (RAD)  46 
RJR  Nabisco  (RN)  34 
Roadway  Logistics  ServicesI 
Robertson,  Stephens  132 
Rosenthal  Collins  Group  6'! 
Runzheimer  International  ^ 
Ryder  Systems  (R)  76 

S 


Sakura  Capital  6 
Salomon  Brothers  (SB)  104 
San  Diego  Padres  98 
Sara  Lee  (SEE)  44 
Schering-Plough  (SGP)  165 
Scudder  Latin  America  Fund 
Seagram  6 
Seiko  Epson  8 
Senetek  116 
Sheraton  120 
Sherburne,  Powers  &  Needhi 
Sierra  On  Line  (SIER)  22 
Silver  Star  Motor  Car  114 
Space  Systems/Loral  78 
Sprint  (EON)  42, 44,  80 
Ssangyong  54 
Standard  &  PcKjrs  (MHP)  12 
Stanley  Works  (SWK)  36 
Starwood  Capital  120 
STB  Systems  (STBI)  132 
Sumitomo  Bank  64 
Sun  Microsystems  (SUNW) 
132 


4, 


Taco  Bell  (PEP)  76 
Tactical  Retail  Solutions  124 
Tektronix  (TEK)  76 
Tele-Communications  (TCOM) 
TeleChoice  76 
Telecom  Finland  87 
Teledesic  78 

Texas  Instruments  (TXN)  78 
Texas  Rangers  98 
3Com  (COMS)  78, 132 
Time  Warner  ffWX)  47,  76,  78 
Toyota  Motor  aOYOY)  104,11 
172 

Trans  World  Airiines  (TWA)  40 
Trust  Co  of  New  Jersey  ffCNJ) 

U 


USWest(USW)  76 
U.S  Cigar  Distributors  14 
U  S,  Robotics  (USRX)  22 
UBS  Securities  121 
United  Parcel  Service  90 
USX(X)  72 
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Vanguard  500  Index  Fund  116 
VDOnet  76 

Viacom  47  WlS'-- 
Vimac  76 
Virgin  Express  40 
VocalTec  (VOCLF)  76 
Volkswagen  104 
Voysys  ■'6 


W 


Wachovia  Bank  of  North  Carolini 
(WB)  98 
Wal-Mart  Stores  (WMT,  36, 124 
Walt  Disney  (DIS)  57, 120, 124 
Wells  Fargo  (WFC)  132 
Western  Digital  (WDC)  132 
Westin  Hotel  &  Resorts  120 
Westinghouse  Electnc  (WX)  6 
Wheeling-Pittsburgh  Steel  (WHX) 
Wildfire  Communications  76 
Wilson  Sporting  Goods  44 
Wireless  Telecom  80 
WorldCom  (WCOM)  44 


Yahooi  (YHOO)162 
Z 


Zeneca  Pharmaceuticals  (ZEN)  41 
Ziff  120 
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vestment  Figures  of  the  Week 


%  change 


BEST-PERFORMING  Last 


P500 

Sept.    Mar.  Mar.  20-26 


730  50 

780 
770 


iBk change       1 -week  change 

.8%  +0.6% 


MENTARY 

xed  week  in  the  financial 
ets.  On  Mar.  25,  the  Fed- 
Reserve  raised  the 
light  bank  lending  rate 
quatter  of  a  point,  to 
.,  and  fixed-income  in- 
rs  were  worried  that  other 
;  may  be  in  the  effing, 
s  fell  on  the  move.  But 
tock  market's  reaction  was 
The  Dow  Jones  industrial 
!ge  fell  29  points,  to  6876, 
the  decision  was  an- 
ced.  The  Dow  had  climbed 
points  on  Mar.  24,  as  in- 
)rs  speculated  that  any 
hike  would  be  limited. 


^REST  BATES 


lAsury  bond  index 

Sept.    Mar.  Mar.  20-26 


;  1470 

:  1450.59 


1 -week  Change 
-0.1% 

iloomberg  Financial  Markets 


rUAL  FUNDS 


U.S.  MARKETS 

Latest 

Week 

Year 

Ilmu  Innac  InHiicfti'iolc 
UOW  JOnCd  IllUUollldIo 

6880  7 

0.0 

21.3 

MACnAn  Pnmhinofi  Pnmnncitp 
llnOUHU  vUlllUIIICU  UUIIipUollC 

1269.1 

1.6 

16.6 

S&P  MidCap  400 

261.4 

1.0 

14.2 

S&P  SmallCap  600 

141.2 

0.1 

12.3 

S&P  SuperComposlte  1500 

169.2 

0.6 

20.0 

%  change 

SECTORS 

Latest 

Week 

Year 

Bloomberg  Information  Age 

237.0 

3.2 

20.4 

S&P  Financials 

90.8 

0.0 

35.3 

S&P  Utilities 

193.4 

0.3 

-0.5 

PSE  Technology 

251.5 

4.3 

26.4 

%  change 

FOREIGN  MARKETS 

Latest 

Week 

Year 

London  (FT-SE  100) 

4301.5 

-0.7 

17.5 

Frankfurt  (DAX) 

3418.1 

3.1 

36.8 

Tokyo  (NIKKEI  225) 

18,472.5 

-0.1 

-12.1 

Hong  Kong  (Hang  Seng) 

12,776.4 

1.0 

16.3 

Toronto (TSE  300) 

6122.8 

0.6 

22.8 

Mexico  City  (IPC) 

3842.9 

-0.6 

24.2 

Week 

Year 

FUNDAMENTALS 

Latest 

ago 

ago 

S&P  500  Oividend  Yield 

1.86% 

1 .86  % 

2.15% 

S&P  500  P/E  Ratio  (Last12mos. 

20.7 

20.8 

19.2 

S&P  500  P/E  Ratio  (Next  1 2  mos.)*    1 6.6 

16.6 

NA 

First  Call  Earnings  Revision* 

-0.99% 

-1.08% 

NA 

Week 

TECHNICAL  INDICATORS 

Latest 

ago 

Reading 

S&P  500  200-day  average 

717.9 

715.1 

Positive 

Stocks  above  200-day  average 

64.0% 

67.0% 

Neutral 

Options:  Put/call  ratio 

0.69 

0.67 

Neutral 

Insiders:  Vickers  Sell/buy  ratio 

1.94 

1.79 

Positive 

GROUPS 


month  % 


Last  12 
months  % 


Oil  &  Gas  Drilling 
Trucking 

Oil-Weil  Equip.  &  Svcs. 
Newspaper  Publishing 
Restaurants 


16.8 
13.7 
10.4 
8.0 
7.8 


Semiconductors 
Oil  &  Gas  Drilling 
Savings  &  Loans 
Shoes 

Invest.  Banking/Brkrge. 


83.5 
75.6 
59.0 
53.4 
42.6 


WORST-PERFORMING  Last 


GROUPS 


month  % 


Last  12 
months  % 


Photography/Imaging 
Engineering  &  Constr. 
Shoes 
Tobacco 

Hospital  Management 


-14.0 
-12.5 
-11.1 
-9.7 
-8.7 


Machine  Tools 
Gold  Mining 
Engineering  &  Constr. 
Broadcasting 
Steel 


-28.3 
-26.0 
-22.0 
-14.2 
-12.9 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocl<s  with  most 


1-month 


Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 


significant  buying  on  price  weakness 

Price 

change 

IBM 

135^/8 

-11 

General  Electric 

105 

-l'/4 

Texas  Instruments 

77  V4 

-3^'8 

Compaq  Computer 

77 

-4^/4 

Citicorp 

115V4 

-eVs 

Procter  &  Gamble 

120 'A 

-1  V2 

Decline  ahead?  Stocks  witti  most 
significant  selling  on  price  strengtti 

Price 

1-month 
change 

Boeing 

105^8 

1  V2 

Netscape  Communications 

32^4 

1^'4 

Altera 

47  V2 

1  V2 

PacifiCare  Health  Systems 

85 

2V8 

McDonald's 

47  V2 

2^8 

L.M.  Ericsson-ADR 

333/4 

1  V2 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

4.96 

4.96 

4.85 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

5.34 

5.29 

5.13 

assuming  a  ir/o  federal  tax  rate. 

10-yr.  bond 

30-yr.  bond 

6-MONTH  BANK  CDS 

5.07 

5.04 

4.81 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.87 

5.79 

5.38 

GENERAL  OBLIGATIONS 

4.99% 

4.94% 

5.59% 

5.54% 

10-YEAR  TREASURY  NOTES 

6.78 

6.74 

6.25 

PERCENT  OF  TREASURIES 

73.68 

73.33 

80.13 

79.34 

30-YEAR  TREASURY  BONDS 

6.98 

6.99 

6.59 

TAXABLE  EQUIVALENT 

7.23 

7.16 

8.10 

8.03 

LONG-TERM  AA  INDUSTRIALS 

7.47 

7.47 

7.16 

INSURED  REVENUE  BONDS 

5.14 

5.07 

5.86 

5.79 

LONG-TERM  BBB  INDUSTRIALS  7.81 

7.81 

7.57 

PERCENT  OF  TREASURIES 

75.89 

75.26 

84.00 

82.92 

LONG-TERM  AA  TELEPHONES 

7.67 

7.67 

7.42 

TAXABLE  EQUIVALENT 

7.45 

7.35 

8.49 

8.39 

EQUITY  FUNDS 


EQUITY  FUND  CATEGORIES 


(/lorningstar.  Inc. 


Leaders 

Laggards 

Leaders 

Laggards 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

American  Heritage 

11.5 

Steadman  American  Ind. 

-16.3 

Real  Estate 

2.3 

Technology 

-9.2 

EV  Trad.  Greater  India 

8.7 

Calvert  Strat.  Growth  A 

-15.6 

Unaligned 

-0.6 

Small-cap  Growth 

-7.7 

Pioneer  India  B 

8.0 

lAI  Emerging  Growth 

-14.7 

Natural  Resources 

-0.8 

Precious  Metals 

-7.2 

Prudent  Bear 

5.5 

Am.Cent.-20th  C.  Giftrust 

-14.5 

Europe 

-1.3 

Mid-cap  Growth 

-5.5 

Fidelity  Sel.  Energy  Serv. 

5.4 

Steadman  Associated 

-14.5 

Utilities 

-2.0 

Communications 

-5.5 

Leaders 

Laggards 

Leaders 

Laggards 

52-week  total  return 

% 

S2-week  total  return 

% 

52-week  total  return 

% 

52-week  total  return 

% 

Vontobel  Eastern  Europ.  Eq. 

55.4 

Steadman  Technology  Grth.  -41.1 

Real  Estate 

35.7 

Japan 

-16.8 

Morgan  Stan.  Inst.  Lat.  Am.  A 

50.8 

United  Svcs.  Gold  Shares 

-40.5 

Financial 

32.7 

Precious  Metals 

-15.4 

state  St.  Res.  Glob.  Res.  A 

50.1 

Matthews  Korea 

-36.9 

Latin  America 

32.3 

Diversified  Pacific/Asia 

-3.2 

Morgan  Stanley  Latin  Amer.  A  49.4 

DFA  Japanese  Small  Co. 

-35.0 

Europe 

19.8 

Pacihc/Asia  ex-Japan 

0.1 

Delaware  Pooled  Real  Estate 

48.5 

Fidelity  Japan  Small  Co. 

-33.2 

Large-cap  Blend 

19.7 

Small-cap  Growth 

0.2 

are  as  of  market  close  Wednesday,  Mar.  26,  1997,  unless  ottierwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  Mar  25.  For  a  more  detailed  explanation,  write 
iclude  S&P  500  companies  only.  Fundamentals,  tectinical  indicators,  Bloomberg  mon-     to  us  or  E-mail  figures@businessweek.com  NA=Not  available  ""Vanguard  Index  500  Fund 
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Editorials 


CONGRESS  AND  BIG  TOBACCO  NEED  TO  DEAL 


The  endgame  for  the  tobacco  industry  is  beginning.  The 
starthng  confession  from  Liggett  Group  Inc.  that,  yes, 
tobacco  is  addictive  and  causes  cancer  and  heart  disease 
confirms  what  the  pubUc  already  beUeves.  That  Liggett  in- 
tentionally mai'keted  cigarettes  to  14-year-olds,  to  hook  them 
on  nicotine  years  before  the  kids  could  legally  buy  them,  is 
especially  damning — and  loathsome. 

The  settlement  between  Liggett  and  the  attorneys  gener- 
al of  22  states  provides  an  opening  for  a  single,  encompassing 
deal  between  Congi-ess  and  the  major  tobacco  companies. 
The  cost  of  litigation  for  the  tobacco  companies  abeady  is  ap- 
proaching $1  bilUon  a  year.  States  are  hiking  taxes,  launching 
antismoking  ad  campaigns,  and  raising  the  legal  age  for  to- 
bacco purchases.  Institutional  investors  are  bailing  out  of 
tobacco-company  stocks.  Meanwhile,  the  cost  of  treating  to- 
bacco-related disease  is  in  the  tens  of  biUions  of  dollars  an- 
nually— which  is  precisely  why  states  are  suing  to  recover 
their  Medicaid  expenses.  It  is  time  to  negotiate. 

The  rough  shape  of  a  compromise  settlement  is  coming 
into  view.  The  tobacco  industry  wants  to  cap  its  cuiTent  lia- 
bilities and  get  immunity  from  future  ones.  Congress  can  of- 
fer to  limit  exposure  to  new  claims.  There  is  precedent  for 
this  kind  of  legislation.  The  1986  National  Childhood  Vaccine 
Act  set  up  a  federally  mandated  compensation  progi'am  and 
limited  lawsuits  against  vaccine  manufactui'ers  who,  in  turn, 
agreed  to  continue  making  vaccine.  The  government  ab- 
solved them  of  future  liability  for  the  greater  good  of  public 
health.  The  1969  Coal  Mine  Health  &  Safety  Act  works  in  a 
similar  manner. 

The  gi'eater  good  of  public  health  is  served  by  a  compre- 
hensive tobacco  deal,  as  well.  In  return  for  receiving  limited 


liability,  tobacco  companies  would  have  to  create  a  mas 
multibilhon  dollar  fund  for  settling  claims.  In  addition, 
also  would  have  to  agree  to  stop  peddhng  nicotine  to  1 
Any  comprehensive  settlement  must  be  based  on  the  I'l^ 
lation  of  marketing,  not  just  regulation  of  the  drug.  El 
nating  advertising  to  children  is  essential  to  shrinking 
nicotine-addicted  population,  saving  lives,  and  lowei  i 
health-care  costs  for  the  nation.  In  fact,  the  deal  also  shi; 
include  a  tax  hike  on  cigarettes  to  finance  antismoking  : 

Finally,  the  same  restrictions  on  marketing  tobacc( 
American  kids  should  apply  to  Chinese  and  Russian  child 
The  U.S.  government,  of  course,  can't  enforce  its  own  I 
overseas.  Asian,  European,  and  Latin  American  gov* 
ments  have  the  primary  responsibility  for  protecting 
health  of  their  ov^m  citizens.  But  Washington — which  is  qi 
to  criticize  other  countries  over  human  rights,  labor  practi 
and  the  environment — cannot  indulge  in  hypocrisy.  It  she 
jawbone  tobacco  companies  to  act  responsibly  overseas. 

As  the  current  craze  for  cigars  shows,  many  adults  fr 
choose  immediate  enjoyment  over  long-term  health  ri 
That  is  their  individual  choice,  and  it  should  be  preser\ 
But  that  doesn't  mean  the  addictive  nature  of  nicotine  an ' 
health  dangers  should  be  concealed  from  consumers, 
does  it  mean  that  predatory  practices  to  entrap  youngs 
should  be  allowed.  A  single  settlement  of  this  scope  is 
precedented.  But  batthng  in  dozens  of  courtrooms  and  w 
ing  billions  of  dollars  doesn't  make  much  sense  for  sh 
holders  or  the  public.  It  vnll  be  difficult  for  tobacco-indus 
executives  who  sat  in  Congress  and  swore  that  cigare" 
were  not  addictive  to  now  negotiate  with  the  same  legi 
tors.  But  the  alternative  is  much  worse. 


HIT  THE  GAS,  DETROIT.  JAPAN  IS  BACK 


Detroit  Ukes  to  think  that  the  recent  success  of  Japanese 
auto  makers  in  the  U.S.  is  all  due  to  the  weak  yen. 
Dream  on.  No  doubt  the  relatively  cheap  yen  vis-a-vis  the 
dollar  i-  lielping.  But  the  harsh  truth  is  that  a  good  deal  of 
the  gain;  ;n  market  share  by  the  Japanese  come  fi'om  excit- 
ing new  11!  ;(!els  and  lower  prices  generated  by  painful  cost- 
cutting.  Th   unexpected  benefit  from  the  yen  is  just  gi'avy. 

Take  Toy  i  Motor  Corp.  In  1997,  its  U.S.  market  share 
has  zoomed  I  "  6%,  up  2%  from  last  year,  powered  by  hot 
sales  of  Camr;>  '  'orollas,  the  rav4  and  4Runner  sport-utes, 
and  the  redesi^  d,  entry-level  Lexus  ES  300.  When  the 
yen  soared  in  t.  kite  1980s,  making  its  cars  expensive 
overseas,  Toyota  i  ;!  r-took  to  remake  itself  so  that  it  was 
profitable  at  80  yei.  ^0  yen  to  the  dollar.  At  123,  the  fru- 
gality is  paying  off,  .      profits  are  soaring  (page  104). 

Detroit  still  is  stru^  ig  to  master  that  frugality.  When 
the  Japanese  retreated      n  making  over-engineered  cars  in 


the  early  '90s  and  began  focusing  on  affoi'dability,  Detr 
struggled  to  match  those  moves.  The  result?  The  Big  Thi 
are  now  forced  to  offer  cash  rebates  and  subsidized  leases 
many  cars  to  compete — slashing  into  profit  margins.  Detr 
has  another  problem.  Ti-uck-love.  Detroit  has  obsessed 
sport-ute  vehicles,  minivans,  and  pickup  trucks — and  the  : 
profits  these  gas-guzzlers  generate — to  the  detriment; 
cars.  It  assumed  that  consumer  demand  for  sport-utes  woij 
gi'ow  for  years,  but  demand  is  shovring  signs  of  leveUng  i 
and  the  Japanese  are  piling  into  the  market. 

Toyota's  new  president,  Hiroshi  Okuda,  is  less  worri 
about  U.  S.-Japan  trade  tensions  than  gaining  market  sha]' 
There  even  is  talk  of  Toyota  taking  up  to  15%  of  the  glol 
auto  maiket,  up  from  its  current  9.5%  share.  With  capaci 
already  glutted,  Okuda  can  reach  his  targets  only  by  taldi 
market  share  away  from  competitors.  He  intends  to  do  ju' 
that.  Detroit  knows  what  it  has  to  do.  Just  do  it.  i 


Robotics 


EX  END 


reach 

so  you  always  have  your  most  important  information. 


You  have  a  need —  to  update,  to  enter,  to  access  your 
information,  and  all  away  from  your  PC.  The  new  PalmPilot 
connected  organizer  is  how  you  do  it.  PalmPilot  puts  contacts,  e-mail, 
schedules,  right  in  your  hand.  And  HotSync  technology  lets  you 
synchronize  that  data  with  your  PC.  PalmPilot  is  the  one  link  to  your 

most  important  information.  Anywhere. 

Optional  links  are  available  to  Schedule-i-,  Lotus  Organizer, 
Symantec  ACT!,  Ascend  97,  and  others  (sold  separately). 

Call  1-800-881-7256  ext.  50  or  visit  our  web  site  at 
http://www.usr.com/palm  for  the  PalmPilot  retailer  nearest  you. 

•  The  average  U  S  slteel  price  for  PalmPilol  Personal  Edition  is  S299  The  average  U  S  street  price  foi  PalmPilot  Piolessional  Ertilion  is  S399  PalmPilot 
lylacPac,  required  tor  Ivlacimosh  connectivity,  is  sold  separately  Some  features  may  not  be  supported  on  Ivlacinlosh  rcj  1997  u  S  Robotics  All  rights 
reserved  U  S  Robotics  and  the  U  S  Robotics  logo  are  registeied  trademarks,  and  HotSyoc,  PalmPilot,  and  the  PalmPrlol  logo  are  trademarks  of 
U  S  Robotics  and  its  subsidiaries  All  other  brands  and  product  names  are  trademarks  or  registered  trademarks  of  then  respective  holders 


Palm  Pilot 


PalmPilot  Personal  $299" 

Backlit  (display  for 
low-light  viewing 

Instantly  syncs 
data  with  your  PC 

Easy  expense  tracking 

Stores  thousands  of  entries 

User  upgradeable 

to  Professional  Edition 

PalmPilot  Professional  $399* 

All  PalmPilot  Personal 
features  plus: 

Pocket  e-mail 

Internet  ready 
(TCP/IP  support) 

Twice  the  memory 


HOW 


FAST 


ARE  YOU  GOING  i 


Are  you  keeping  up? 


Or  f alii  Jig  behind? 


Have  you  checked  your  speed  lately? 


Are  you  even  moving  ': 


Or  lingering  in  neutral? 


Today,  technology 


is  moving  things  forward 


fast. 


Maybe  it's  time  to  punch  it. 


TfiP  V)97  Chrysler  LHS 


CAB-FORWARD  DESIGN,  DRIVER-ADAPTIVE  TRANSMISSION,  2tt-VALVE  21t  HP  ENGINE,  SPEED-SENSITIVE  STEERING,  SELF-ACTIVATED  HEADLAMPS,.. 


Looking  to  solve  your  year  2000  dilemma  before  it  sinks  your  business?  You're  not  alone. 


Who's  panicking?  Not  us.  We  see  the  year  2000  as  an  opportunity  for  greater  success. 
A  welcomed  challenge.  At  PLATINUM  teclmolog}'  we  provide  a  quick,  effective  and  flexible 
software  solution  to  solve  your  year  2000  problem,  from  impact  analysis  and  budgeting  to  date 
logic  conversion  and  testing.  We  also  help  keep  your  mission  critical  applications  running 
smoothly  by  focusing  on  long-term  change  management  and  application  deployment. 

We've  helped  many  Fortune  500  companies  prepare  for  the  year  2000.  By  offering  proven, 
versatile  solutions  to  meet  their  specific  needs.  Along  with  industry  expertise  from  consultants 
who  provide  insight  every  step  of  the  way. 

We  know  the  year  2000  problem  isn't  going  to  disappear.  And 
neither  are  we.  We  have  the  vision  and  passion  to  help  our  customers 
get  where  they  want  to  go.  Sailing  smoothly  into  the  next  century. 

tech  n 0  I  0  g  y 


mm 


Visit  us  at  www.platinuin.com  or  call  1 -800-8vS0-PLAT. 


Cherries  in  winter, 
peaclies  in  spring.  It's 
not  tlie  weattier  that's 
changed,  it's  the 
paci^aging. 


Every  clay,  at  36,000  feet,  a  global 
exchange  of  sorts  takes  place. 
Millions  of  freshly  picked  items  crisscrosi 
the  globe,  many  of  them  gently  nestled  in 
packaging's  version  of  a  first-class  seat  — 
a  carton  or  container  designed  by 
International  Paper. 
Chilean  grapes  land  in  Marseille. 
California  melons  touch  down  in  Warsaw. 
Tuscan  tomatoes  arrive  in  Kyoto. 
How  do  we  help  ensure  theyll  sumve 
the  trip? 

Through  sophisticated  package  design. 
Whether  for  jet,  ship,  truck  or  rail  travel 
our  packaging  is  always  custom  engineerei 
for  whatever  it's  asked  to  contain,  from 
fresh  juice  to  frozen  chicken.  In  the  last 
year  alone,  we  designed  over  44.000 
distinct  tyi^es  of  packaging. 
We  just  opened  a  state-of-the-art  packagln{ 
design  center.  This  commiiment  to  innovatioi 
will  come  as  good  news  to  our  thousands 
of  customers.  And  to  anyone  who's  ever 
craved  fresh  strawberries  in  midwinter. 
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GULFSTREAM'S  PILOT  Acquiring  the  jetmaker  was 
just  another  deal  to  Ted  Forstmann-until  it  nearly  went  bankrupt  page  64 
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GULFSTREAM'S  PILOT 

Wall  Street  buyout  firm  Foi'stmann 
Little  dozed  as  Gulfstream,  the  once- 
high-flying  corpoi'ate  jetmaker,  slipped 
into  a  steep  descent.  Here's  the  inside 
story  of  how  Ted  Forstmann  seized  the 
controls,  reaped  record  profits,  and 
launched  a  hot  new  plane.  Now,  can 
Forstmann  convince  the  Street  that 
Gulfstream  will  keep  soaring? 
IGUANA  UPHOLSTERY 
(  kilfstream's  extravagant  interiors  come 
in  every  imaginable  material  and  color 
WRETCHED  EXCESS  OR  NECESSITY? 
H(jw  to  sell  executive  ji-ts  to 
cost-conscious  coi'jjorate  hoards 

News:  Analysis  &  Commentary 

WHERE  THE  BEAR  LURKS 

While  large-ca|)  stocks  have  kept  the 
mai'ket  rising,  secondary  issues  have 
been  taking  a  beating  for  some  time 
COMMENTARY 

The  stock  market's  fate  is  hanging  on 
high  tech 
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CYBERSPACE'S  IPO  DROUGHT 

If  a  hot,  innovative  Internet  company 
such  as  Auto-By-Tel  can't  do  an  initial 
public  offering,  who  can? 
AFTER  BRE-X,  THE  GLOW  IS  GONE 
Goldbugs  who  put  their  money  on 
pi-omised  riches  are  turning  cautious — 
and  some  are  filing  suit 
IRIDIUM'S  DELAYED  LIFTOFF 
A  money  sijuabble  with  parent  Motorola 
delays  the  startup  satellite  system. 
Meanwhile,  rivals  are  gearing  up 
COMMENTARY 

(Quaker  Oats  has  unloaded  its  Snapple 
unit,  but  the  company  may  not  be  done 
paying  the  ])rice  for  the  debacle 
THE  NETS  FUTURE:  KIDS? 
As  they  note  how  much  time  children 
spend  on  the  Net,  cybei-giants  are 
making  sites  more  youth-fi'iendly 
THE  BROADCAST  WINNERS  ARE... 
Who  the  Supreme  C'oui't's  "must-carry" 
ruling  1k'1])s  the  most 
MOM  AND  POP  FIGHT  BACK 
Hardware-buying  co-ops  merge  to  battle 
the  likes  of  Home  Depot 
IN  BUSINESS  THIS  WEEK 


International  Business 
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BRITAIN 

On  the  eve  of  national  elections, 
countiy  is  on  a  roll.  Will  the  Tor 
economic  gains  siuwive  a  possi! 
to  Labor? 
56  JAPAN 

It's  no  torrent  yet,  but  the  econ 
been  improving  enough  to  draw 
foi-eign  investment 
58  CHINA 

After  years  of  getting  outclassed 
their  own  market,  Chinese  compi 
makers  are  rivaling  iim  and  C' 
INTERNATIONAL  OUTLOOK 
Don't  look  now,  Singapore,  but  M 
is  gaining  on  you 
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Becker:  Wliy  a  stock  market  crasju 
wouldn't  ri'lpple  the  economy 
30    ECONOMIC  TRENDS 

An  inventoi'y  upswing,  Lojack's 
impre-        lumbers,  the  stock  m, 
is  fo.         ,  of  corporate  crime 
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iness  is  booming,  but  look  for 
;sui-e  on  earnings  because  of  thinly 
tched  )5i-ofit  margins 

vernment 

SPRING  OF  LARRY  SUMMERS 

sharp-tongxied  Deputy  Ti'easiu'y 
[■etaiy,  who  has  been  riding  herd  on 
IRS,  gets  even  more  power 
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L  IT  l-WAY  ROBBERY 

hijacking  of  high-tech  shipments 
le  latest  plague  afflicting  the 
puter  industi-y 

lance 


lSE'S  TOP  DEALMAKER 

new  vice-chairman  of  the  banking 
,  has  made  it  No.  1  in  syndicated 
IS.  Now  he's  broadening  his  horizons 
unk  bonds  and  advisory  woi-k 
)GAN  STANLEY  VS.  DMG 
en  it  comes  to  technology  ipos, 
•gan  is  still  the  champ — but  the 
;olleagues'  rivalry  is  heating  up 
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FINALLY,  A  COMMODITIES  FUND 

Oppenheimer's  innovative  fimd  apes  the 

performance  of  futures 
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With  sales  flat  and  returns  piling  up, 
pubhshers  and  booksellers  are  trying  to 
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Information  Processing 

TECHNOLOGY  &  YOU 

Web-surfing  for  annual  repoils 
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City  guides  are  hot,  enticing  myriad 
major  players  ft'om  Bill  Gates  to  Time 
Warnei- 

Science  &  Technology 

A  TECHNOLOGY  GROWS  IN  BROOKLYN 

CellularVision  tests  a  new  wireless 
technology  that  may  shake  up  cable 
TV — and  local  phone  service,  too 
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MILK  MUSTACHES 
PONT  TICKLE  FOLKS 

ALL  THOSE  MUSTACHES  AREN'T 

doing  much  for  milk  con- 
sumption. Despite  two  high- 
profile  ad  campaigns  costing 
$300  million,  the  average 
American's  milk  consumption 
continues  to  drop.  Last  year 
marked  the  seventh  straight 
annual  decline.  It's  pait  of  a 
25-year  trend  in  which  per 
capita  sales  fell  by  15%,  to 
just  over  24  gallons. 

Milk  processors  are  in  the 
midst  of  a  fom-year  campaign 
by  Bozell  Worldwide  featur- 
ing milk-mustached  celebri- 
ties— most  recently  rockers 
Alex  and  Eddie  Van  Halen, 
with  Alex  doing  a  total-im- 
mersion version.  Dairy  farm- 
ers ai'e  iTonning  their  own  off- 
beat ads,  entitled  "Got  Milk?" 

The  industiy  says  that  at 
least  the  decline  has  slowed. 
In  1996,  the  campaign's  sec- 
ond year,  the  di'op  was  0.29%, 
an  improvement  over  1995's 


NO  HELP:  TJie  Van  Hal  ens 

0.86%  slump.  Tr-ouble  is,  the 
dip  in  1994,  before  the  ads 
even  started,  was  0.24%,  al- 
most the  same  as  1996's.  Fix- 
ing the  problem,  says  Kurt 
Graetzer,  executive  director 
of  the  Milk  Processor  Edu- 
cation Program,  will  "take 
some  time."  But  there  is  a 
drop  or  two  of  good  news, 
though:  Skim  milk  (one-sixth 
of  the  market)  was  up  5% 
last  year.    David  Leonhardt 


AN  OPENING  CLOSET 
SPOOKS  CHRYSLER 


WILL    <iAV    I'LAY?    NUT  ON 

Ellen — at  least  as  far  as 
Chrysler  is  concerned.  On 
Apr.  80,  the  lead  character 
on  the  ABC  sitcom,  played  by 
comedian  Ellen  DeGeneres, 
will  "come  out"  as  a  lesbian. 
A  spokesman  says  Chrysler, 
a  regular  Ellen  advertiser, 
won't  appear  Apr.  30  because 
the  "issue  is  so  divisive." 
Gay  Chrysler  employees  are 
planning  protests  at  dealer- 


DeGENERES:  Coming  out 

ships   over   this  decision. 

The  Reverend  Jerry  Fal- 
well  has  been  calling  for 
moves  such  as  Chiysler's.  He 
wrote  to  Ellen  advertisers 
warning  of  Moral  Majority 
retaliation  if  they  don't  com- 
ply. Sponsors  General  Motors 
and  Johnson  &  Johnson  won't 
appear,  saying  they  never 
planned  any  Apr  30  ads.  All 
three  companies  say  Falwell 
didn't  influence  them. 

A  source  close  to  the  show 
says  the  episode  is  a  sellout, 
with  some  30-second  spots  go- 
ing for  premium  rates,  as 
much  as  20%  over  Ellen's 
usual  $170,000.  abc,  however, 
won't  give  out  a  list  of  ads. 
Hollywood  types  expect  the 
episode,  with  Oprah  Winft'ey 
as  Ellen's  shrink  and  Laura 
Dern  as  her  love  interest,  to 
bag  big  ratings.  Ron  Grover 


TALK  SHOW  UThese  individuals  believed  that  Web  Hub;!! 
had  done  nothing  wrong  and  was  involved  essentially  in  a 
internal  billing  dispute  with  his  former  law  partners.  J5 

— White  House  spokesman  Lanny  Davis,  on  job  help  Clinton 
aides  gave  Hubbell,  who  was  mired  in  the  Whitewater  probe 

THE  FUND  FRONT 

THE  INDEX  MANAGERS'  DIRTY  LIHLE  SECRI! 


ON  THE  SURFACE,  ALL  STOCK 
index  ftmds  should  have  iden- 
tical total  returns.  But  they 
don't  because  their  expenses 
vaiy.  So,  go  for  the  fund  with 
the  lowest  expenses  (table). 

For  poilfolio  managers,  in- 
dex funds  are  almost  no- 
brainers.  They  don't 
need  a  corps  of  ex- 
perts to  vet  a  stock, 
deciding  whether  to 
invest.  They  merely 
buy  shares  in  every 
company  in  an  in- 
dex— the  most  popu- 
lar being  the  Standai'd 
&  Poor's  500— or  a 
portion  of  the  stocks. 


ally  justify  themselves! 
saying  there  was  a  signifii 
startup  expense.  Prudeij 
Securities  says  its  s&p 
started  at  0.6%  in  1992. 
now  that  assets  are  at 
inilhon,  it  lowered  that  toil 
Also,  some  index  manajr? 


How  S&P  500  Index  Funds  Va 


EXPENSES  AS  TOTl 
%  OF  ASSETS  RETUI 


CALIFORNIA  INVESTMENT 

0.20%  22.3 

VANGUARD 

0.20 

22.3 

BT  INVESTMENT  EQUITY 

0.25 

22.2 

FIDELITY  MARKET 

0.45 

21.9 

DREYFUS 

0.50 

21.8 

PRUDENTIAL  STOCK  INDEX  Z  0.50 

21.5 

index.  For  these  so- 
called  "passive  funds," 
expense  ratios  (the  percent 
of  costs  to  assets)  generally 
range  from  0.2%  to  0.6%.  The 
average  for  actively  managed 
funds  is  1.3%.. 

Since  many  index  funds 
only  began  in  the  past  few 
years,  the  high-cost  ones  usu- 


12  Months  through  Mar.  27, 1997 


DATA:  MORNINGSTAR 

admit  privately  that  high 
penses   exist  because 
funds  feel  they  can  get  aw 
with  it.  "Investors  usua 
don't  think  to  compare 
expenses,"  says  a  manager 
a  high-expense  fund.  "Th 
think  we're  all  the  same." 


DIALING  FOR  DEALS 

BIG  STEPS  FOR 
A  BABY  BELL 

AMERITECH  IS  HITTING  THE 
redial  button.  And  this  time 
it  looks  as  if  its  plans  to  offer 
long-distance  service  in 
Michigan     will  go 
through.  In  Janu- 
ary, Ameritech 
was    the  first 
Baby  Bell  to  tiy 
moving  into  long- 
distance, but  the 
Federal  Commu- 
nications Commis- 
sion pushed  it  to 
withdraw.  TESTING... 

The  problem? 
The  Chicago  company's  Jan- 
uary application  mistakenly 
stated  the  Michigan  Public 
Service  Commission  ap- 
proved AT&T's  using  parts  of 
Ameritech's  system  to  offer 


limited  calling  in  Michigi 
Competition  in  local  calli 
is  required  before  the  F 
can  let  the  Baby  Bells  in 
long-distance. 

Now,  the  Michigan  reg 
lators  are  likely  to  0.  K. 
AT&T  deal  by  Apr.  7.  Sa; 
Ameritech's  aggressi' 
chief,  Richard  Not 
baert:  "We're  rea( 
to     go."  On 
Michigan  act 
Ameritech  w 
have    a  stror 
case    with  tl 
Ft:c.  AT&T,  und( 
another  pact  wil 
Ameritech,  h£ 
started  offerirl 

  local  service 

Grand  Rapids.  And  startu 
LCI  International  is  testin 
entry  into  four  Michig; 
markets.  Ameritech  hope 
for  the  feds'  blessing  by  mic 
summer.         Peter  Elstror 


Michigan 


Trying  to  do  it  all 
yourself  doesnt 

a/coiii/f'^  make  you 
look  like  a  hero. 


In  today's  business 
climate,  there's  a 
powerful  temptation 
to  juggle  more  work 
than  ever.  Now  it  can  be  done.  With  the  right 
kind  of  help.  It's  called  Kinko's  Corporate.  An 
offering  of  products  and  services  designed 
to  meet  the  high-caliber  needs  of  corporate 
customers.  What's  more,  it  gives  you  time  to  do 
what  you  do  best  while  you  outsource  the  rest. 
Your  own  Kinko's  Corporate  Account  Manager 
will  work  as  a  consultant  to  analyze  how  your 
company  creates  and  uses  printed  documents. 


Then  they'll  suggest 
efficient  and  econo- 
mical solutions  for 
producing  everything 
from  thousands  of  training  manuals  to  sales 
reports  and  color  presentations.  Your  Account 
Manager  can  also  arrange  pick-up  and  delivery. 
Even  set  up  a  corporate  charge  account  so 
your  company  can  centralize  billing  and 
monitor  expenses.  With  Kinko's  Corporate 
on  vour  side,  vou'll  make  being  a  hero  look 
ordinary.  Which  is  probably  why  every  day 
more  than  201), 000  businesses  use  Kinko's. 


The  new  way  to  office." 


kinkQ!£__ 

UlUilliUi 


fo/?  More  Information,  Visit  Our   Web  Site:   http:/ /www, kinkos.com  | 

©  l')97  Kinko's,  Int.  All  rights  resen'cd.  Kinko's  and  The  new  way  10  office  are  proprieiarv  m.itL  ol  Kinkos  btaphio  Lorporanyn  and  art  u-.i.-d  liy  permission.  Accouni  Managers  available  in  nnosi  ateai. 


1  business,  the  lone  wolf  is  a  vanishing  species.  No  single  company  has  all  the  answers. 
vTiich  is  why  Digital  offers  you  not  merely  the  world's  fastest  64-bit  servers, 
ut  one  of  the  most  formidable  arrays  of  allies  and  partners  in  all  of 
omputerdom.  Digital  and  Microsoft®  have  allied  to  bring  Windows  NT"  and  BackOffice™ 
olutions  to  your  entire  enterprise.  Digital  and  Oracle*  offer  record-shattering  performance, 
:-ansforming  databases  and  busi-  j^Ot  OHl^  cllTO  ^^^^^  applications  into  potent 

)IGITAL  AlphaServer  systems  powerful. 

ompetitive  weaponry.  Computer  Associates'"  teams  with  Digital  to  deliver  unparalleled 
xpertise  in  mission-critical  THO^  clISO  HdVG  ^nteiprise  management  solutions. 

powerful  friends. 

bgether,  SAP™  and  Digital  offer  business  application  solutions,  for  a  better  return  on  your 
iformation.  Then  again,  your  solution  might  be  a  ftUly  integrated  computer/telecommimications 
ystem  from  MCF  and  Digital.  Or  Internet  and  intranet  technology  from  Netscape"  Commimi- 
ations  and  Digital.  Or  Web-enabled  enterprise  applications  from  Lotus"  and  Digital,  hi  fact, 
)igital  has  thousands  of  paitnerships,  with  one  singulai'  result  AlphaServer™  systems  promise  not 
jst  raw  perfoiTnance.  But  a  practical,  powerfril  business  edge.  Call  l-SOO-DIGITAL,  exL  262.  See 
[s  at  www.ads.digitaLcom/friends.  Begin  to  make  our  partners-and  the  Digital  edge-your  own. 

BDIBDIID 

Whatever  it  takes.'' 


1997  Digital  Equipment  Corporation.  Digital,  the  Digital  logo  and  AlphaServer  are  trademarks  and  Whatever  It  takes  is  a  service  mark  of  Digital  Equipment  Corp. 
indows  NT  is  a  registered  trademark  of  Microsoft  Corporation.  All  other  names  are  trademarks  or  registered  trademarks  of  their  respective  companies. 
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REALITY  BYTES 


A  FACE  TO  UUNCH  1,000  TOASTS 


LUCAS'  MAKEOVER:  Before  and  aftei 


A  FRENCH  CHAMPAGNE  MAKER 

has  enlisted  George  Lucas' 
visual-effects  wizardry  to 
juice  up  its  appeal.  Execu- 
tives at  Champagne  Veuve 
Clicquot  Ponsardin  felt  the 
picture  of  the  aged  Widow 
Clicciuot,  which  is  on  the  met- 
al cap  over  each  cork,  could 
be  made  more  intriguing.  So 
the  outfit  that  conjured  up 
Jurassic  Park's  dinosaurs 
used  computers  to  create  a 
virtual  hkeness  of  the  grande 
dame  as  she  might  have 
looked  at  27,  in  1805,  when 
her  husband  died. 

Lucas'  Industrial  Light  & 


Magic  (ILM)  is 
mainly  focused  on 
movies,  with  for- 
ays into  TV  ads 
— most  notably, 
Nissan's  bombing 
pigeons.  Long 
used  to  churning 
out  fantastic  im- 
ages, the  Lucas 
crew  found  the 
old  portrait  "an 
intriguing  chal- 
lenge," says  Patty  Blau,  an 
ILM  veep. 

ILM  artists  combined 
Nicole-Barbe  Clicquot's  image 
with  photos  of  two  real-life 
yoimg  women  who,  a  comput- 
er analysis  showed,  looked 
like  her.  The  result  will  soon 
appear  in  promotional  mater- 
ial. Thus  far,  the  brand  isn't 
replacing  the  old  version  on 
the  cork  cap.  Veuve  Chcquot, 
the  U.  S.'s  No.  2  champagne 
at  13%  market  share — sec- 
ond to  Moet  &  Chandon 
(48%) — hopes  Madame's  re- 
juvenation will  broaden  its 
appeal.  Lisa  Sanders 


RANK  AND  FILE 

THE  STRAWBERRIES 
OF  WRATH?  

it's  labor  activism,  1990s- 
style.  The  afl-cio  is  gearing 
up  for  a  big  march  Apr.  13  to 
support  unionizing 
20,000  workers  in 
the  strawberry  in- 
dustry. President 
John  Sweeney  has 
cobbled  together  a 
liberal  coalition  of 
church,  feminist,  •  | 
and     community  S 
groups    for    the  .-i 
march    in  Wat- 
sonville,   Calif. — 

plus   a   bevy  of   

Hollywood  ceiebi-i-  Mllitttlim 
ties  such  as  Dan-  PICKiNG:  Union  dnre 
ny    Glover  and 
Linda  Ronstadt. 

The  campaign  is  part  of 
Sweeney's  plan  to  revive  or- 


ganized labor,  the  first  time 
the  afl-cio  has  helped  an  in- 
dividual union  in  dii'ect  orga- 
nizing. He  chose  the  United 
FaiTTi  Workere,  an  afl-cio  af- 
filiate, as  a  launching  pad  be- 
cause of  its  liberal  cachet  un- 
der Cesar  Chavez  in  the 
1960s.  The  union 
is  holding  rallies 
outside  supemiai'- 
kets,  which  sell 
the  most  straw- 
berries, in  hopes 
they    will  urge 
growers  to  stop 
resisting  organiz- 
ing drives.  The 
union  says  straw- 
berry workers 
earn  just  $8,500 
yearly,  some  20%- 
less,  after  infla- 
tion,     than  a 
decade  ago.  The  industry 
says  farmers  pay  a  living 
wage.         Aaron  Bernstein 


DRAWN  &  QUARTERED 


AFTERLIVES 

YOU  SHOULDN'T  HAVE 
JUNKED  THAT  BIKE 

old  bikes  don't  rust  away. 
Not  if  they're  in  the  Schwinn 
family's  collection.  They  go 
on  the  block.  More  than  160 
old  bicycles  will  be  auctioned 
off  in  Chicago  on  Apr.  6,  a 
premier  event  for  cycle 
enthusiasts. 

Some  are  Schwinns, 
such  as  the  1970  Sting 
Ray  Orange  Ki'ate  and 
the  1935  Deluxe  Excel- 
sior. Some  ai-e  li'om  other 
manufacturers,  including 
the  1889  Rudge  Tandem 
Ti-i cycle  and  the  futui-i- 
tic-looking  1960  Bowdeii 
Spacelander,  which  was  a  '60 
market  flop  on  the  order 
of  the  Edsel.  Since  vintage 
bikes  are  hot  investments 
lately,  collectors  expect  to  pay 
top  dollar.  The  Spacelander, 
for  instance,  is  listed  at 


$5,000  and  could  go  for  di- 
ble  that. 

Schvrinn,  founded  in  IPj, 
couldn't  keep  up  with  trer^, 
and  in  1992  went  into  Chapr 
11.  Financier  Sam  Zell  m 
controls  the  bikemah^ 
Richarxl  Schwinri,  great-graf-j 
son  of  founder  Ignaz  Schwi^i 
says  that  the  family  is  "doi** 
O.K."  financially  and  isn't  1; 
the  auction  just  for  the  monr. 


SPACELANDER  hiiiij  fetch  $m 

The  bicycles  were  in  a  ChicS 
go  museum  that  recently  foi  l 
ed,  he  says,  and  the  fami  j 
didn't  want  them  hidden  awi ; 
in  storage.      Roy  Furchgoi 


THE  BIG  PICTURE 


TEMP  PAYCHECKS:  $30  BILLION  AND  COUNTING 

5 

With  a  big  boost  from  the  corporate 
0  downsizing  phenomenon,  payrolls 

for  temporary  workers  surpassed 
^  $30  billion  last  year.  The  biggest 
0  group  of  temps  (one-third) 

is  clerical,  but  technical 
^  and  professional 
0  are  increasing 

rapidly. 
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FOOTNOTES  Share  of  Broadway  audiences  comprised  of  foreigners  visiting  the  U.  S.,  1996:  1 3%;  1991,  7% 


Sick  Jays,  vacations,  downtime.  There  are 
enough  things  to  worry  ahout  at  the  office.  Choosing 
the  right  car  Joesn  Y  h  aue  to  he  one  of  them. 


L  U  tfl  i  n  Cl       Few  tilings  can  make  your  joL  easier  tlian  ckoosing  a  Lumina' 
for  your  fleet.  1 1  can  go  up  to  100,000  miles  before  its  tirsl  sclietluled  time-up."  Its  suspension 
is  lulled  for  life.  It  even  lias  a  liandy  oil-wear  indicator.  And  witli  24-Hour  Roadside  Assistance' 
your  employees  will  never  travel  alone.  Better  yet,  it  s  not  only  dependalile,  it  s  aflordaLle  too. 

In  fact,  Consumers  IJigest  name  dL  umina  a  "Best  Buv  in  its  class.  All  of  wkicli  make 
clioosing  your  next  fleet  car  one  less  tking  you  11  liave  to  worry  akout. 


Genuine  Chevrolet 

The  Cars  More  Americiujs  Trust. 
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''Compelling,  thought-provoking, 
and  subversive/' 

—ESTHER  DYSON,  President, EDventure Holdings 


$24. 95,  at  bookstores  everywhere. 

Looking  to  reap  the  elusive  rewards  of  the  on-line  economy?  Net  Gain  will 
give  you  the  strategic  tools  to  determine  just  how  much  your  company 
will  need  to  invest — and  how  much  it  stands  to  gain — by  building  a 
successful  virtual  community. 

"Net  Cain  provides  the  senior  executive  with  an  invaluable  road 
map  to  making  money  and  building  sustainable  strong  businesses 
on  emerging  electronic  networks.  The  book  is  provocative  and 
manages  to  strike  a  welcome  balance  between  the  long-term 
opportunity  and  a  near-term  focus  on  the  bottom  line." 
—SCOTT  COOK,  Cliaman,  Intuit 

''Mind  expanding/' 

—JOHN  SEELY  BROWN 

Chief  Scientist,  Xerox  Corporation,  and  Directoi  of  Xerox  Palo  Alto  Research  Center 
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Vestar  Capital  Partners  III,  L.B 

A  private  equity  limited  partnership  focused  on 
management  buyouts,  recapitalizations  and 
growth  equity  investments 


Vestar  Capital  Partners 

New  York  Denver 
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the  private  placement  of  the  limited  partnership  interests 
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CHANGE  SOCIAL  SECURITY  TO 
MAKE  BOOMERS  WORK  LONGER 

In  "The  coming  job  bottleneck" 
(Workplace,  Mar.  24),  yoiu-  discussion  of 
the  "gi'aybeard  ceiling" — as  presented 
in  Hudson  Institute's  forthcoming  book, 
Workforce  2020— Work  and  Workers  in 
the  21st  Century — was  excellent  and 
generally  to  the  point.  We  would  like  to 
clarify  one  statement,  however.  Work- 
force 2020  will  nowhere  suggest  rein- 
forcing seniors'  entitlements  to  make 
retii'ement  more  attractive.  On  the  con- 
trary, we  suggest  changing  Social  Secu- 
rity to  encourage  seniors  to  work. 

Carol  D'Amico 
Senior  Fellow 
Hudson  Institute 
Indianapohs 

AFTER  ALL  THESE  YEARS, 

S&Ls  ARE  STILL  HEALTHY  

In  "Out  of  the  s&L  ashes"  (Finance, 
Mar.  24),  you  say  the  thrift  industry 
has  been  in  rapid  decline  since  the 
1980s.  That  is  not  true.  By  virtually 
any  economic  measure,  today's  savings 
and  loan  associations  are  healthier,  more 
profitable,  and  better  capitalized  than 
ever.  The  industry  has  consolidated  con- 
siderably in  ternis  of  numbers  of  insti- 
tutions since  the  1980s,  as  have  all  tyi^es 
of  financial  institutions.  But  those  that 
remain  are  well  managed,  well  capital- 
ized, innovative  institutions  that  are 
serving  their  customers  and  their  com- 
munities across  the  nation. 

Paul  A.  Schosberg 
President 

America's  Community  Bankers 
Washington 

FOR  THE  SECOND  TIME.  THERE'S 
NO  MOB  CONTROL  OF  SOVEREIGN 

As  spokesi:)erson  for  Sovereign  Equi- 
ty Management  Corporation,  I  am  once 
again  amazed  by  the  iiresponsible  and 
inaccurate  journalism  exhibited  in  your 
article  "The  Mob  on  Wall  Street:  Why 
you  can't  see  it"  (Finance,  Mar.  24). 

Gary  Weiss  has  again  relied  upon  un- 


CORRECTIONS  &  CLARIFICATIONS 

"Innovations"  (Developments  to  Watch,  Mar. 
24)  incorrectly  described  a  study  on  hearing 
that  could  begin  next  year.  The  study  will 
examine  a  method  for  protecting  inner-ear 
hair  cells  from  damage  due  to  a  cancer  drug. 

"Sex,  lies,  and  home  improvements?"  (News; 
Analysis  &  Commentary,  Mar.  31)  said  Alan 
Steiman's  Landscape  Inc.  billed  Astra  usa  Inc. 
for  landscaping  at  the  home  of  former  Astra 
USA  CEO  Lars  Bildman.  Steiman's  office 
manager  said  the  bills  were  sent  to  a  gen- 
eral contractor. 

In  "Making  the  most  of  a  mountain  of  data," 
one  of  the  stories  on  "The  business  week  50" 
(Cover,  Mar.  24),  Merck  &  Co.  was  said  to 
rank  26th.  As  noted  elsewhere  in  the  stories, 
it  ranked  6th.  And  in  a  glossary  with  the 
Industry  Rankings  tables,  the  definition  of 
"return  on  invested  capital"  should  have 
been:  the  net  income  available  for  share- 
holders as  a  percent  of  debt  and  equity  funds. 


named  sources  to  vihfy  Sovereign  Eq- 
uity. According  to  his  report,  "Street 
sources  say  Sovereign  is  controlled  by 
Abramo."  We  again  vehemently  deny 
any  such  control  relationship  with  the 
individual  he  has  described  as  a  "reput- 
ed Mob  financier,"  as  we  did  after  your 
prior,  similarly  unsubstantiated  assault 
on  our  company  in  December,  1996. 

Mr.  Weiss  has  continued  to  draw  er- 
roneous conclusions  and  has  again  cre- 
ated an  unfounded  aii-  of  suspicion  sur- 
rounding our  company. 

Thomas  W.  Hands 
Dir'ector  of  Compliance 
Sovereign  Equity 
Management  Corp. 
Boca  Raton,  Fla. 

PRIVATE  CAPITAL  IS  NO  PANACEA 
FOR  NEEDY  NATIONS  

Rudi  Dornbusch  suggests  that  inter- 
governmental financing  is  less  neces- 
sary in  these  days  of  buoyant  capital 
flows  to  developing  countries  ("Do  we 
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really  need  the  World  Bank  anyn 
Economic  Viewpoint,  Feb.  24).  WT 
public  funds,  he  asks,  if  private 
can  do  a  perfectly  adequate  job?  i 
as  the  International  Monetary  Fi 
concerned,  the  answer  is  threefok 

Fii-st,  as  happened  to  Mexico  in 
199.5,  a  countiy  can  lose  access  to 
national  capital  markets  just  as  it 
undertake  painful  changes  in  eco; 
pohcies.  IMF  lending  can  help  sp 
country's  return  to  private  financi 

Second,  because  the  economic 
cies  promoted  by  the  IMF  are  mj 
fi-iendly,  IMF  financing  directly  inci 
the  creditworthiness  of  the  borrc 
member.  Finally,  if  any  lesson  has 
learned  fi'om  Mexico,  it  is  that  mul 
eral  support  is  needed  to  ensure  { 
correction  and  spread  the  burd( 
support  across  the  IMF's  members' 
Shailendra  J.  Ai 
Dir 

External  Relations  Depart 
International  Monetary 
Washir 
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The  full  text  of  Business  Week,  the  Business  Wi 
Daily  Briefing,  and  six  years  cf  BW  archives  ai 
available  on  the  World  Wide  Web  at; 
www.businessweek.com 

and  on  America  Online  at  Keyword:  BW. 
To  sign  up  for  BW  on  AOL,  call  (800)  641-484 
and  mention  Business  Week. 

MaVen 

Shopping  for  computer  equipment'  Visit  Maven, 
online  Computer  Buying  Guide,  for  continuousi  |i 
updated  ratings  and  price  information. 
Go  to  Keyword:  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at: 
www.maven.businessweek.com 
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5  BLIND,  FLYING  SAFE 

7  Schiavo  with  Sabra  Chartrand 
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AS  THE  FAA  ASLEEP 
r  THE  JOYSTICK? 


the  days  following  the  horrifying 
ash  of  ValiJet  Flight  592  into  the 
lorida  Everglades  last  year,  many 
il  regulators  and  aviation-industry 
lis  rushed  to  soft-pedal  the  cata- 
le.  Suggesting  that  the  incident 
in  anomaly,  the  head  of  the  Fed- 
(\viation  Administration,  David 
in,  went  so  far  as  to  say:  "The 
B  is  safe  to  fly.  I  would  fly  it." 
d  then-Transportation  Secretary 
'ico  Pena:  "ValuJet  is  a  safe  air- 
is  is  our  entire  aviation  system." 
jkily,  Mary  Schiavo,  the  nation's 
atchdog  over  aviation  safety,  was 
e  scene  to  confront  such  compla- 
:  Federal  regulators  eager  to  pro- 
startup  airlines  such  as  ValuJet 
have  contributed  to 
rash  by  faihng  to  en- 
their   own  safety 

she  said.  "It's  not  my 
)  sell  tickets  on  Valu- 

she  added  in  a  re- 
that  in  ty]Dical  fashion 
ly  challenged  her  col- 
es' approach. 
fing  Blind,  Flying 
is  a  memoir  of  Schia- 
lix  years  spent  as  in- 
or  general  of  the 
;portation  Dept.  and 
ide  to  airline-policy 
;es  she  would  like  to  see.  The  au- 
recalls  the  ValuJet  episode  and 

incidents  with  pointed  disdain. 

after  time,  she  recalls,  federal 
tucrats  chose  to  side  with  avia- 
ndustiy  officials  instead  of  looking 
)r  the  interests  of  the  people  they 

supposed  to  protect.  This  thesis 
hammered  home,  as  Schiavo  and 
j-wiiter,  New  York  Times  reporter 
I  Chartrand,  survey  evidence  of 
>pending  by  the  faa  and  airports, 
irport  security,  and  the  use  of 
erfeit  airplane  parts. 

this  often  amusing,  sometimes 
ening  book,  Schiavo  chronicles  just 


how  chaotic  and  self-serving  the  feder- 
al government  can  be.  However,  her 
account  also  shows  that  individuals  still 
can  make  a  difference  in  Washington. 

"What  I  did  not  anticipate  was  the 
fortitude  I'd  need  to  be  able  to  live 
with  making  enemies,"  Schiavo  writes, 
recalling  the  storms  her  investigations 
created.  "I  knew  there  would  be  op- 
ponents outside  government.  But,  in 
fact,  the  most  forceful  came  from  inside 

the  Department  of  Ti'ansportation  " 

There's  little  doubt  that  Schiavo  was 
prepared  for  such  challenges — she  be- 
gan bucking  conventions  as  a  girl. 
While  classmates  in  her  hometown  of 
Pioneer,  Ohio,  were  concerning  them- 
selves with  proms,  jobs  after  high 
school,  or  college  pi'ospects, 
the  18-year-old  Schiavo 
was  earning  her  pilot's  li- 
cense. She  went  on  to  Har- 
vard University,  law  school 
at  New  York  University, 
and  then,  in  her  fii-st  big 
career  break,  a  job  as  a 
federal  prosecutor  in 
Kansas  City.  It  was  a  posi- 
tion that  Schiavo  says  pre- 
pared her  well  for  the 
mm'ky  crosscun-ents  of  fed- 
eral government.  Schiavo 
was  considered  so  tough, 
she  recounts  proudly,  that  she  was 
dubbed  Maximum  Mary. 

Next  came  a  posting  as  a  White 
House  fellow  and  then  one  as  assistant 
secretary  at  the  Labor  Dept.  Although 
Schiavo  was  clearly  having  a  stellar 
career,  she  worked  in  relative  obscuri- 
ty. All  that  changed  in  1990,  when 
Maximum  Mary  was  appointed  inspec- 
tor general  at  Ti'ansportation. 

Almost  immediately,  Schiavo  brought 
her  investigative  skills,  tenacity,  and 
straightforward  speaking  style  to  bear. 
She  focused  public  and  congressional 
attention  on  lapses  in  airport  security, 
the  prevalence  of  counterfeit  parts  in 
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rHE  AGENCY'S  FAILINGS  WENT 
EYOND  VALUJET.  SCHIAVO  SAYS 
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Story. 


20/20's  ]ohn  Stossel  knows 
news.  He  also  knows  what  it's 
like  to  deal  with  a  stuttering 
prohlem.  John  still  stmggles 
with  stuttering  yet  has 
become  one  ot  the  most 
successful  reporters  in 
broadcast  journalism  today. 

National  Stuttering 
Awareness  Week 
May  12-18 

For  more  intormation  on  what 
yoii  can  Jo  about  stuttering, 
write  or  call  roll-tree: 


Stuttering 
foundation 
OF  America 

A  Non-Pro/it  Organization 
3100  Walnut  Grove  Road,  Suite  603 
P.O.  Box  11749  •  Memphis,  TN  38111-074'-) 

1-800-992-9392 

50  YEARS  OF  SERVICE 


1947 


1997 


WE'RE  MAKING 

Why  is  this  man  smiling? 
Because  he's  in  the  middle  of  his 
finest  growing  season  ever.  One 
productive  acre  after  another. 

E^RMERS  MORE 

And  while  he  thanks  his  lucky 
stars,  he  also  has  Bayer  to  thank. 
Because  of  our  crop  protection 
products,  farmers  across  America 

OUTSTANDING 

can  keep  their  fields  free  from 
weeds,  diseases  and  destructive 
insect  pests.  Making  for  better 
harvests  and  creating  a  more 

IN  THEIR 

abundant  food  supply.  During 
the  past  50  years,  Bayer  has 
developed  products  for  more  than 
100  different  crops.  Making  sure 

FIELDS. 

that  whether  it's  corn,  wheat, 
cotton  or  soybeans,  we  can  help 
every  farmer  reach  the  highest 
potential  in  their  chosen  fields. 


WE  CURE  MORE  HEADACHES  THAN  YOU  THINK. 

Bayer  is  an  international,  research-based  company  in 
health  care,  chemicals,  and  imaging  technologies. 


!      f      *      ♦      ^.  —     —  ^ 

»     «-     «      «     •  I 

«  «  •  # 

•  «  «  «  •  '4 

*•«*■*♦ 


...  ^  ^ 

^^-^^^  ,  _  •  *  t.  ^ 

LJiL„»  ♦ » •  •  • 


♦  # 


.V 


» •  # 


V. V« V* W8&ri W 


•In  •  •  *  ♦  •  *  *  I 

"  •  •  «        •  « 
I  #   9    4»    «  « 


;♦!♦!•*••♦!♦: 

#  *  •  , 

•I*  •    ♦    ♦    •   ♦  # 

#  «  «  •  *  *  «n 


A" 


r  w  #  •  •( 

r  w  w  •  •  »  *  • 


WWW. businessweek . com 


Books 


II 


(sens  lit 


giblois 
idol  lost" 


bCoi 


the  nation's  airplane  fleet,  and  g: 
mismanagement  at  the  FAA.  Schi 
tui-ned  what  traditionally  had  bee 
low-key,  insider  job — one  that  had  l 
geared  primarily  to  budget  questior 
into  a  national  forum  about  the  sai 
troubles  that  had  gone  largely 
checked  for  decades. 

Consider  her  thoughts  on  the  R 
handling  of  ValuJet:  "The  FAA  di  ^m'^'>' 
fall  down  just  on  ValuJet.  It  was  dMiffoDc 
competent  at  virtually  all  of  its  ins]  ti 
tion  responsibilities.  It  failed  to  w£ 
over  the  examiners  who  certified 
craft  mechanics;  it  was  sloppy  al 
inspecting  aircraft  parts;  it  gave  up 
together'  on  surveying  foreign  facto 
that  manufactured  airplane  engine 
body  components;  it  paid  lip  servic<  jiCdtiiy 
thousands  of  airplane  checkups  and 
lot  tests." 

One  of  the  amusing  chapters  in 
book  is  entitled,  "Relative  Ti'uth:  CI 
ure  at  the  faa."  Schiavo  recounts 
investigation  into  the  agency's  empl 
ment  of  a  psychologist  named  Greg* 
May,  who  ran  faa  training  semini 
May  relied  on  such  techniques  as  sl(ffy(„;( 
and  food  deprivation.  One  of  his 
structors  for  a  seminar  entitled  "1  ijpii 
element  training"  sniffed  studer 
clothes  in  a  quest  to  classify  the  per 
as  either  water,  wood,  fire,  earth, 
metal.  Outlandish?  Undoubtedly.  S#,*'«."7 
May  managed  to  win  contracts  w  ^'t" 
the  FAA  for  more  than  a  decade,  raki  ' 
in  at  least  $1.6  million.  Finally,  in  Ap  ^.^ 
1996,  he  was  convicted  of  mail  fra 
and  sentenced  to  six  months  in  prisi  a 
To  Schiavo,  the  entire  episode  was  jl  il 
one  more  example  of  how  the  ager  es 
was  adrift. 

The  writing  in  the  book  is  engil 
ing,  and  Schiavo  bolsters  her  own  cr(|||^l"™ 
ibility  by  naming  names.  However, 
account  comes  up  short  in  some  waj 
Schiavo  skimps  on  details  of  her  O' 
life.  Just  how  did  Schiavo  become! 
White  House  fellow,  and  how  impc 
tant  wei-e  Republican  political  contac 
to  her  winning  the  job  at  Ti'ansporifc 
tion?  For  those  who  have  closely  f  b 
lowed  the  faa's  recent  missteps,  the!, 
are  few  new  revelations.  Schiavo  urg  i 
travelers  to  gather  safety  informati 
on  airlines,  but  she  overlooks  how  ha 
it  is  to  obtain  such  data. 

Still,  Flying  Blind,  Flying  Safe 
an  incisive  primer  on  what  ails  the  a' 
ation  industry  and  the  feds'  regulatii 
of  it.  And  in  a  city  dominated  by  sl^ 
pery  rhetoric  and  self-interest,  Scl 
vo's  bluntness  is  welcome  relief. 

BY  CHRISTINA  DEL  VAL 
Del  Valle  covers  aviati(\ 
from  Wasliingtol 
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Guess  which  company 
:an  take  you  where 
you  want  to  go 

on  the 
Internet? 


;  [  Sun  Microsystems.  With  15  years  o£  Internet  experience,  we  have  the  expertise 
-^^f,  -  not  to  mention  the  industry's  most  comprehensive  array  of  products  -  to 
'•^'^^'^     help  you  develop,  deploy,  and  rnanage  an  Internet 

solution  that  meets  your  business  objectives.  For  details,  visit  V'/  I'PI 

us  at  www.sun  com  THE  NETWORK  IS  THE  COMPUTER™  microsystems 


lie 


^  ^  J 

different  operaung^y  ^^, 

'''^''^'fiX  pool  tbat  d.,, 
trying  to  do  is  po  ^ 

from  all  ^l^^T^s.A. 
tion  out  oi    J     ^    W ' 

.natket  a  great  f^^,^ 


new 


Phil  Ono':.  Direcio?"  o\  Caurdhzcd  O'peranons.  Enicr^  Corporaxwn 


Consolidaung   mformalion   lor  business 


results  IS  nothing  more  than  wishful  think- 


ing without   EMC  Enterprise  Storage,' 


With   EMC   at   the   center  of  the  IT 


enterprise,  business  leaders  now  have  the 


tools  they  need  to  leverage  all  ol  their 


information  into  a  powerful  competitive 


advantage.  Finally,  vast  amounts  of  informa- 


tion can  be  managed,  stored,  protected,  and 


rapidly  shared  simultaneously  across  all 


platforms  -  mainframe,  open  systems,  NT, 


Not  Without 
EMC  Enterprise 
Storage 
ney  Won't 


AS/400,  you  name  it. 

EMC  Enterprise  Storage.  For 
companies  that  want  to 
grow  as  ciuickly  as  their  mlorma- 
tion.    To    learn    more,  visit 


our  Web  site  at  www.emc.com,  or  ca 


f-800-424-EMC2,  ext.  384. 


EMC' 

The  Enterprise  Storage  Company 


rk,  and  EMC  Enterprise  Storage  and  The  Enlcrpnse  Storage  Ciimpan\  are  trademarks  of  EMC  Corporation  ©1997  EMC  Corporation  All  rights  reserved 
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BY  STEPHEN  H.  WILPSTROM  

SURFING  FOR 
ANNUAL  REPORTS 


Many  companies  offer 
financial  data,  but 
few  use  the  Web  in  all 
its  multimedia  glory 

In  recent  years,  companies 
have  discovered  that  the 
World  Wide  Web  can  be 
a  good  way  to  get  infonna- 
tion  to  customers.  Now,  in 
this  season  of  annual  reports, 
they  are  learning  that  it  also 
can  be  an  effective  way  to 
communicate  with  employees 
and — most  particularly — 
shareholders  and  prospective 
investors. 

To  see  how  the  Inteniet  is 
changing  the  concept  of  the 
annual  report,  I  toured  the 
Web  sites  of  the  high-perfor- 
mance companies  on  the 
BUSINESS  WEEK  50  list  and 
took  a  peek  at  the  online  of- 
ferings of  selected  other  cor- 
porations. I  found  that  most 
provide  some  investor  data 
online,  but  it's  not  always 
useful.  I  located  Web  sites 
for  all  but  three  of  the  BW 
50.  Of  these,  39  offer  at  least 
some  financial  data,  but  just 
28  provide  a  complete  1995 
or  1996  annual  report.  Some 
also  offer  copies  of  dull  but 
important  Securities  &  Ex- 
change Commission  filings, 
such  as  lOK  annual  financial 
reports  and  proxy  state- 
ments. Others  offer  links  to 
the  sEc's  ed(;ar  database 
(www.sec.gov),  where  all  cor- 
porate filings  are  available. 
DULL  TO  DRAMATIC.  I  found 
s<jme  dramatic  differences  in 
approach.  Offerings  range 
from  bare-bones  financials, 
some  with  barely  readable 
text,  to  colorful  and  some- 
times animated  annual  re- 
ports with  multimedia  glitz. 
The  moi'e  basic  ones  can  be 


to  five  data  series  on  a  single 
grid  (but  not  with  a  Microsoft 
Internet  Explorer  browser, 
for  some  reason).  You  can  roll 
yoiu'  own  charts  at  the  3Com 
site  by  downloading  tables 
into  a  spreadsheet. 

Compaq  Computer  also 
uses  its  electronic  annual  re- 
port to  offer  something  ex- 
tra. A  link  takes  you  to  the 
Pi'oLytiX  site,  a  subscription- 
only  service  aimed  at  profes- 
sional analysts.  It  offers  a 
wealth  of  financial  informa- 
tion, including  many  ratios 
not  pubhshecl  in  financial 
statements.  People  coming 
from  the  Compaq  site  have 
free  access  to  all  Compaq 
information. 


boring.  Granted,  even  if  an 
online  report  is  boring,  it  can 
still  be  useftil  to  the  investor. 
But  some  companies  are  us- 
ing the  Web  to  go  beyond 
what  they  can  do  in  print, 
making  the  sites  more  infor- 
mative as  well  as  more  inter- 
esting. Many,  for  example, 
provide  a  cuirent  stock  quote 
and  history  on  stock 
prices  and  trading 
activity. 

Not  surprisingly, 
high-tech  companies 
are  generally  the 
cleverest  at  taking- 
advantage  of  the  new 

medium   For  exam-    shows  from  annual  meeting. 

pie,  Intel  oners  three    bottom 


Financials  with  Pizzazz 


INTEL 

www.intel.com/jntel/finance 

Annual  report  tailored  to 
different  connection 
speeds;  audio  and  slide 


versions  of  its  online 
annual  report.  The 
simplest,  desigTied  for 
14.4  kbps  modem  con- 
nections, is  mostly 
text.  The  middle  ver- 
sion, for  28.8  kbps, 
comes  with  richer 
graphics.  And  the 
r 

fast  connections  offere 
sound,  animations, 
and  financial  graphs 


IBM  www.ibm.com/AnnualReport/1996 

Java  applet  that  allows  you  to  build  your  own 
charts  of  historical  performance. 


wide,  some  companies  h 
cr-afted  their  sites  to  apj 
to  a  global  audience.  Mi( 
soft  provides  its  financial 
bles  in  four  languages  ; 
converts  data  into  six  dif 
ent  currencies.  North 
Telecom  offers  its  entire 
nual  report  in  French,  G| 
man,  and  Spanish  as  well 
English. 

DUMPY.  High-tech  compar 
use  their  Web  sites  as  te 
nology  demos,  but  not  ev 
corporation  shares  those  i 
bitions.  Still,  even  a  sim 
Web  site  can  be  an  effect 
way  to  communicate  with 
vestors.  The  trick  is  to 
low  a  few  simple  rules. 
The  worst  online  ann 
reports  simply  du 
the  text  of  the  pri 
ed  version  onto  1 
Web,  with  type  tl 
is    too  small 
pages  that  are 
long  for  easy  bro' 
ing.  Freddie  Mac] 
an  example.  At 

of  each  pg 
should  be  finks  to  1 
next  page,  the  pre 
ous  page,  and  t 
table  of  conten 
This  sounds  elem( 
tary,  but  a  number 
sites,  including  Mic 
soft's,  fail  to  do  it, 
Finally,  graph: 


COMPAQ  COMPUTER  www.compaq.com/corporate/ir 

Link  to  ProLytiX  site,  usually  subscription-only, 

■enditi^n  designed  for    .^"o^A^A^™  ^"^^^^^^^^  have'"To"be"chos 
MICROSOFT  www.microsoft.com/msft 
Financial  tables  can  be  converted  into  local  lan- 
guages and  currencies  for  Britain,  Canada, 
France,  Germany,  and  Japan. 


3COM  www.3com.com/investor 

Financial  tables  can  be  downloaded  as 
Excel  spreadsheets  for  roll-your-own 


with  care.  Too  fe 
and  the  report  is 
sually  oppressive.  1 
many,  and  the  pag 
take    too  long 
download.  And 
takes  some  effort 
make     sure  th 


  gi-aphs  and  charts  a 


A  World  of  Networks- 


that  pop  up  as  you  click  on 
highlighted  text.  You  can 
watch  slifles  of  last  year's  an- 
nual meeting  and  hear 
speeches  by  ceo  Andrew 
Grove  and  other  key  execs. 

IBM's  1996  report  has  an 
interactive  "histoiical  charts" 
section  that  lets  you  plot  up 


NORTHERN  TELECOM  www.nortel.com 

Annual-report  text  available  in  Eng 
lish,  French,  Spanish,  or  German. 

DATA,  COMPANIES 

A  key  advantage  of  online 
communication  is  up-to-date 
information,  which  some  com- 
panies have  put  to  good  use. 
Norfolk  Southei-n,  for  exam- 
ple, has  used  its  site  to  keep 
investors  posted  in  its  fight 
to  acquire  Conrail. 

Because  the  Web  is  woiid- 


readable.  Medtror 
(www.medtronic.con 
for  example,  has  Ic 
of  useful-lookii 
graphs  in  its  onlii 
report,  but  I  could  bare 
read  the  captions. 

Many  of  the  annual  repor 
now  on  the  Web  represei 
fii'st  efforts,  and  it  shofl 
Come  back  next  spring,  and 
think  you'll  find  that  onlil 
financials  will  be  a  feast  ff 
investors'  eyes. 
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QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.coni  or  fax  (202)  383-2125 


Time-Critical 

Guaranteed  Emergency  Service 


The      Service  Dimension 
In  LTL  Transportation 

Exclusive  Service.  .  .The  fastest  nonstop  routing  direct  to  your  customer's  door,  exclusive  use  of  a 
Roadway  trailer,  one  of  the  largest  expedited  fleets  available,  and  a  dedicated  critical  shipment  coordinator. 

Priority  Service. .  .Expedited  service  through  our  network  for  on-time  delivery  every  time. 

Each  service  level  is  backed  by  a  100%  on-time  delivery  guarantee. 

ROADWAY 


r  Emergency  Shipments  Call  ToU  Free  24  Hours  a  Day.. 


www.roQdvvay.com  rexmaiI@roadway.com 


l-888-»0-9800 

xceptional  Service.  .  . No  Exceptions' 


©1997  Roadway  EKpress,  Inc    All  Rights  Reserved 


COMPAa 


ERE  Comes  A  Point  When  Every  Company  Has  To  Look 
Itself  In  The  Mirror  And  Say  One  Word:  Server. 

^Cs  linked  together  no  lon2;er  provide  the  resources  you  need  to  run  your  business.  Which  is  why  we're  introducing  the 
aq  ProSignia  200.  It  creates  a  robust  computing  environment  that  enables  you  to  share  information  and  resources  over  a 
rk.  Even  as  you  connect  more  and  more  people  together — e-mail,  access  to  Hies  and  printing  take  mere  seconds,  making 
■mployees  more  productive.  And  your  business  more  competitive. 

How  much  would  you  spend  to  have  this?  How  about  the  price  of  a  desktop?  The  ProSignia  200  is  the  Hrst  true  server 
led  for  your  growing  business.  It  has  superior  price: performance,  industry-leading  manageability  and  proven  integration. 
Vlanaging  the  ProSignia  200  doesn't  demand  a  lot  of  time  or  people.  With  SmartStart  and  insight  Manager,  configuration 

.     .    ®  r 

anagement  are  easy  and  always  under  control.  And  Compaq  oHers  the  most  extensive  Pre- Failure  X 

inty,  one  which  reduces  downtime  by  replacing  key  components  when  performance  levels  d\p.  'fT 

ore  information  on  the  ProSignia  200,  call  your  local  Compaq  Authorized  Reseller  or  visit  us  at 

compaq.com.  The  ProSignia  200.  The  server  for  successful  companies  in  their  formative  years. 

The  ProSignia  200 

<  !997  Compaq  Computer  C<>rpf>ration,  Ml  rights  rL-scr\c(i,  Ci>mpat|  registered  U  S  pjtent  and  Trademark  (.)rficf.  PrnSignia  200,  SmartStart.  InMghl  Manager  and  Fre-Failure  \V'arrant\  are  trademarks 
tl  LJ  m  '      '"^  registered  trademarks  ut  (_  ompaq  Computer  Corporation  The  Intel  Inside  Logo  and  Pentium  are  registered  traiie marks  and  the  Pentium  Prot.  essur  Lngci  l^  a  trademark  nt  Inlel  I,  ■irporation 


Economic  Viewpoint 


BY  GARY  S.  BECKER 


WHY  A  CRASH  WOULDN'T 
CRIPPLE  THE  ECONOMY 


ASSETS: 

Human  capital 
is  a  far  more 
important 
form  of  wealth 
than  stocks 
and  bonds- 
and  is  largely 
unaffected  by 
the  market's 
gyrations 


Gary  S,  Becker,  the  1992  Nobel 
laureate,  teatties  at  ttie  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


Human  capital  is  the  most  important 
type  of  wealth  in  the  U.  S.  and  other 
modern  nations.  This  crucial  fact  is 
being  neglected  in  assessments  of  the  macro- 
economic  consequences  of  a  possible  ci-ash  in 
stock  prices. 

Wealth  in  the  form  of  human  capital  con- 
sists of  present  and  future  earnings  because 
of  education,  training,  knowledge,  skills,  and 
health.  Since  wages  and  salaries  account  for 
over  75%  of  the  national  incomes  of  developed 
countries,  it  should  be  no  smprise  that  human 
cajjital  is  estimated  to  be  thi'ee  to  four  times 
the  value  of  stocks,  bonds,  housing,  and  othei' 
assets.  For  most  employees,  human  capital 
and  housing  are  their  only  important  wealth, 
since  stocks  and  bonds  are  concenti-ated  in  the 
portfolios  of  the  rich  and  in  pension  assets  of 
retired  persons. 

Human  capital's  dominant  position  in  ag- 
gregate wealth  implies  that  even  large 
changes  in  the  market  value  of  stocks  and 
other  assets  will  not  gi-eatly  affect  the  be- 
havior of  most  people  unless  the  value  of 
then-  hiunan  capital  also  changes.  In  particulai', 
stock  crashes  alone  should  not  cause  serious 
recessions  in  economic  activity. 
LUXURY  LOSSES.  Tlie  last  crash  in  U.  S.  stocks 
occurred  in  October,  1987,  after  prices  had 
been  rising  for  about  a  year.  On  one  day  in 
that  month,  prices  fell  by  over  20%,  one  of 
the  largest  dechnes  in  American  financial  his- 
toiy.  Tliere  was  panic  in  the  media  and  Wash- 
ington— but  not  among  consumers  and  com- 
panies. The  only  noticeable  effect  of  this 
meltdown  in  stock  values  on  the  real  economy 
was  a  lai-ge  fall  in  employment  in  the  securi- 
ties industry  and  weakened  demand  for  ex- 
pensive cars,  yachts,  jewehy,  art,  and  other 
luxury  items.  After  the  vddespread  predic- 
tions of  another  1929-style  economic  collapse 
did  not  materialize,  stocks  also  recovered  to 
their  pre-crash  levels. 

The  1987  plunge  lopped  some  $1  trillion 
off  stock  values,  which  reduced  financial 
wealth  by  about  8%.  But  since  this  lowered 
total  wealth  by  less  than  2%*,  it  could  not 
have  a  major  impact  on  the  economy  unless  it 
eroded  confidence  in  the  earning  power  of 
human  capital.  In  fact,  I  used  the  stability 
of  human-capital  values  to  con-ectly  predict 
shortly  after  the  crash  that  there  would  be 
only  a  small  overall  effect  on  the  economy 
(BW— Nov.  9,  1987). 

That  experience  is  fully  applicable  a  decade 


later.  World  stock  markets  have  surged  di 
the  past  two  years:  U.  S.  stocks  have  lise 
over  50%  since  the  current  phase  of  the 
market  began  almost  two  years  ago. 
most  Americans  are  only  slightly  better 
though  the  increased  financial  wealth 
small  number  of  rich  individuals  has  fuel 
revival  of  the  markets  for  art  and  other 
pensive  goods. 
DANGEROUS  TALK.  The  extended  bull  ma 
and  rising  ratios  of  stock  prices  to  corpo 
profits  has  alarmed  a  growing  number  o 
ficials  and  analysts,  including  Federal 
serve  Chairman  Alan  Greenspan  and 
highly  successful  investor  Warren  Bufi 
Greenspan  wai'ned  that  prices  have  been 
up  by  "iirational  exuberance,"  and  he 
implied  that  a  crash  might  propel  the  gl 
economy  into  a  serious  depi'ession.  Altho 
past  experience  indicates  that  stocks  do 
verely  contract  at  irregular  intervals, 
market  to  a  large  extent  listens  to  its 
dnnnmer.  Neither  Greenspan  nor  anyone 
can  predict  when  a  crash  might  happen.  W 
price-earnings  ratios  are  high  by  histor 
standards,  even  bigger  ratios  in  the  past  h 
fi'equently  been  followed  by  further  risei 
stock  prices  for  extended  periods. 

Greenspan's  comments  are  dangerous 
cause  asset  prices  are  sensitive  to  expsi 
tions  and  confidence  about  the  future, 
ernment  officials  should  not  try  to  tarn 
with  this  confidence,  since  pessimism  indu 
by  bearish  comments  by  leading  officials  r 
feed  on  itself  and  spi-ead  among  invest( 
Adam  Smith  cautioned  200  years  ago  t 
government  planners  should  not  have  ' 
hubris  to  believe  they  can  manipulate 
economy  the  way  a  grand  master  maili; 
lates  his  chess  pieces. 

But  even  if  stocks  do  crash,  the  good  ne^ 
is  that  this  will  not  have  a  big  effect  on  - 
gTegate  employment  and  output  as  long- 
the  value  of  human  capital  is  not  greatly  - 
fected.  In  particular,  even  a  25%i  fall  in  t 
stock  mai'ket  that  melts  overall  equity  vali- 
by  several  trillion  dollars  reduces  the  tol 
wealth  of  the  U.  S.,  inclusive  of  human  capit, 
by  less  than  3%. 

The  importance  of  huinan  capital  is  f- 
quently  recognized  in  a  general  way  by  pol- 
cians  and  others.  But  it  is  still  commoi 
overlooked  when  analyzing  the  broader  ec 
nomic  implications  of  stock  market  booi- 
and  busts. 


Incredibly  fast.  Incredibly  available. 

Incredibly  connected. 

(Did  we  mention  it  was 

Speed.  It's  the  only  reason  to  get  a  56K'  modem.  But  what  good  is  extra 
speed  if  there's  nobody  to  connect  to?  That's  where  the  new  x2"  Technology 
56K  modems  from  U.S.  Robotics  are  different.  x2  has  already  earned  the  backing 
of  most  of  the  top  Internet  service  providers,  including  America  Online, 
CompuServe,  Prodigy,  MCI  and  NETCOM.  (Not  to  mention  more  than  400  others 
who  have  pledged  their  support  -  many  of  which  are  live  now,  with  local  access.) 
So  you  can  connect  immediately  at  high  speeds  with  x2.' '  And  since  x2  is  software 
upgradable,  you'll  stay  connected  for  a  long  time  to  come.  Visit  our  Web  site  at 
www.usr.com/x2now  or  call  1-800-525-USRl  to  find  a  provider  near  you  that 
supports  x2  today  Now  download  up  to  twice  as  fast  with  the  company  that 
connects  more  people  to  the  Internet  than  any  other  What  are  you  waiting  for? 

'  —  Mbotics 
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TECHNOLOGY. 


!  producis  are  capable  of  56  Kbp'j  downloads,  however  due  to  FCC  rules  which  restrict  power  output  of  your  service  provider's  modems,  cufrenl  downlo.id  speeds  are  limited  to  approximately  S3  f^bps  Actual  speeds  may  vat^  depending  on  line  conditions 
<2-capable  modem,  an  analog  phone  line  and  an  *2-capable  service  provider  are  neceisary  foi  these  high  speed  downloads 

US  Robotics  All  nghts  neserved  US  Robotics  and  the  USRoboiia  logo  are  registered  trademarks  and  x2  and  the  x2  logo  are  trademarks  of  US  Robotics  All  other  product  names  ane  used  for  identification  purposes  only  and  may  be  trademark.^ 
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The  Net's  just  a  network.  A  big,  juicy  network.  Who  knows  that  better  than  us?  It's  a 
place  to  walk  your  talk.  Do  business.  intranetWore  transports  you.  Across  any  platform, 
information,  or  computer.  But  stop  at  lunch.  Take  an  hour.  Relax.  Return.  Resource 
what  you  like,  the  way  you  like,  with  Novell  Directory  Services.  Buy  a 
cappuccino.  Stir  that  Java  applet.  Be  platform-independent. 
Schedule  something  on  GroupWise.  Keep  it  together 
on  ManageWise.  Reduce  costs  bigtime. 
nternet,  intranet,  you  call  it.  The  Net's 
ien  rockin'  your  world.  It's  time 
to  rock  back. 


WWW-NOVELL-COM/RockTheNet 


liodernott  of  5un  Microsyslems  Inc  ond  lefeti  lo  Sun  s  Java  pioqromrrmig  lorigiwge 


Economic  Trends 


BY  GENE  KORETZ 


SHELVES  WON'T 
STAY  SO  BARE 

But  an  inventory  upswing  has  risks 

Although  shifts  in  inventory  demand 
usually  play  a  big  role  in  business 
cycles,  theii'  impact  has  been  subdued  in 
recent  years.  Now,  with  consumption 
coming  on  strong  for  two  quarters  in  a 
row,  that  situation  is  about  to  change. 

"There  is  no  doubt  that  inventories 
will  boost  growth  in  1997,"  says  Ed- 
ward E.  Yardeni  of  Deutsche  Moi-gan 
Grenfell  Inc.  He  notes  that  the  overall 
inventoiy-to-sales  ratio  fell  to  a  record 
low  in  January,  with  manufacturing 
stocks  the  tightest  in  memory  and  with 
retail  inventories,  except  for  early  1994, 

READY  TO  BUILD 
INVENTORIES  AGAIN 


I 


JAN  '86  DEC.  '96 

▲  PERCENT  CHANGE  OVER  PAST  12  MONTHS 
*  1 992  DOLLARS  DATA,  COMMERCE  DEPT 

the  leanest  they've  been  in  a  decade. 

Indeed,  to  many  observers,  the  cur- 
rent picture  stirs  memories  of  the  fii'st 
half  of  1994.  That's  when  a  shaip  pickup 
in  inventoiy  investment  seemed  to  ig- 
nite an  inflati(jnary  surge  in  gi'owth — 
spurring  the  Federal  Reserve  to  boost 
intei'est  rates  for  four  months  in  a  row. 

For  the  moment,  the  consensus  is 
that  history  will  not  repeat  itself. 
Yardeni  is  looking  for  only  a  moderate 
increase  in  inventory  building.  "In  1994," 
he  says,  "we  were  coming  out  of  a  weak 
recovery,  there  was  strong  pent-up  de- 
mand for  cars  and  houses,  Europe 
seemed  to  be  on  an  upswing,  and  com- 
modity {)rices  were  exploding."  In  1997, 
he  notes,  pent-up  demand  has  been  sat- 
isfied, Em-ope  is  sluggish,  and  the  strong- 
dollar  suggests  that  inventory  needs 
wiW  be  met  with  rising  imports. 

Similarly,  David  Kelly  of  Primark  De- 
cision Economics  argues  that  today's 
apparent  inventory  tightness  is  in  pait  a 
reflection  of  the  widespread  adoption  of 
just-in-time  inventoiy  control  techniques. 
And  that  development  plus  the  general 


expectation  that  consumption  will  soon 
slow  again  is  leading  many  forecasters 
to  predict  that  any  inventory  buildup 
will  be  relatively  modest. 

Still,  one  sign  of  rising  inventory  de- 
mand— an  upturn  in  raw-matei'ials 
prices — has  recently  surfaced.  And  as 
economist  Paul  Kasriel  of  Northern 
Tj'ust  Co.  observes,  "inventories  are  a 
notoriously  volatile  animal."  If  they  start 
to  act  up,  it's  a  safe  bet  the  Fed  will 
snap  its  whip  to  bring  them  back  in  line. 


COME  BACK, 
LITTLE  BEEMER 

Lojack's  impressive  numbers 


With  1.5  million  cars  stolen  in  the 
U.  S.  each  year,  it's  hardly  news 
that  parking  an  expensive  car  on  the 
street  can  be  a  gamble.  Thanks  to  an 
antitheft  device,  however,  the  risk  has 
fallen  shai'jjly  in  a  number  of  cities. 

The  device,  called  Lojack,  was  fii'st 
introduced  in  Boston  in  1986  and  is  now 
available  in  15  states  and  20  major  met- 
ropolitan areas.  Usually  sold  to  new-car 
purchasers  by  car  dealers  for  a  one- 
time fee  of  about  $600,  the  Lojack  Coip. 
system  involves  a  small  radio  transmit- 
ter that  is  hidden  in  one  of  many  possi- 
ble places  in  a  car  \Vlien  the  car  is  re- 
ported stolen,  the  police  activate  the 
transmitter  by  remote  control  with 
equipment  provided  by  the  company,  al- 
lowing police  cars  or  helicopters  to  track 
the  car's  location  and  movements. 

About  95%  of  stolen  vehicles 
equipped  with  Lojack  are  recovered — 
88%  within  an  hour  and  75%-  vdthin  12 
hours.  And  because  of  the  quick  recov- 


A  TARGET  FOR  CROOKS— OR  A  TRAP? 

ery,  Lojack-equipped  cars  sustain  aver- 
age damage  of  less  than  $1,000,  vs.  some 
$4,000  for  the  60%  of  non-Lojack  stolen 
cars  that  are  eventually  recovered,  ac- 
coi'ding  to  estimates  by  Ian  Ayi'es  and 
Steven  D.  Levitt  in  a  National  Bureau 
of  Economic  Research  study. 

But  the  biggest  surprise,  report  the 
two  researchers,  is  that  the  benefits  of 
Lojack  to  intlividual  owners  are  far  out- 
weighed by  the  benefits  to  society  as  a 


whole.  By  leading  police  directl 
stolen  cars,  Lojack  helps  them  to 
down  "chop  shops"  that  dismantle  ^ 
cles  for  resale  of  parts.  (As  a  resu 
Lojack,  some  53  chop  shops  in  LoS' 
geles  alone  have  bitten  the  dust.) 
that  creates  a  strong  deterrent  effi 

Professional  car  thieves  have  no 
of  knowing  whether  an  individual 
is  armed  with  Lojack,  but  they 
learn  of  the  presence  of  such  cars 
react  accordingly.  Ayi'es  and  Levit 
timate  that  one  auto  theft  is  elimin 
annually  for  every  three  Lojacki 
stalled  in  central  cities. 

Although  Lojack  buyers  noiTnallj 
ceive  a  discount  on  theft  insurance, 
researchers  find  that  current  discoiftie 
pi'ovide  the  average  piu'chaser  with 
a  small  net  benefit  on  a  cost-benefit 
sis.  By  contrast,  the  benefit  to  societ 
terms  of  less  overall  auto  theft  run 
much  as  15  times  that  to  owners, 
that  suggests  that  state  regulators  o 
boost  the  social  gains  by  setting  n 
generous  insurance  discounts  for 
jack-equipped  cars — thus  indiicing  n 
ownei's  to  install  such  devices. 


DOES  CORPORAT 
CRIME  PAY? 

No,  but  the  market  is  forgiving 
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Does  a  company's  being  convictec  j^jjjji 
an  illegal  act  have  a  bearing  on  .j^j^j^ 
futiu-e  peifonnance?  A  study  by  Mel] 
S.  Baucus  and  David  A.  Baucus  of  U 
State  University  in  the  Academy  ^} 
Management  Journal  says  yes — I  S"' 
surprisingly,  not  necessarily  on  its  vi  islio 
ation  by  Wall  Street.  jpim 

In  an  analysis  of  256  major  corpc 
tions  from  1974  to  1983,  the  research 
compared  the  performances  of  the 
lawbreakers  in  the  sample  (with  uph 
convictions  for  such  acts  as  employ 
discrimination,  antitrast  violations,  £ 
harmful  products)  with  those  with 
infractions.  Over  the  first  five  post-v 
diet  years,  they  found  that  the  conviitRim' 
ed  companies  consistently  lagged  ]|| 
hind  their  peers  by  as  much  as  seve  ^ 
percentage  points  in  sales  growth  a 
returns  on  both  assets  and  sales. 

Despite  their  lagging  performan 
however,  the  stocks  of  most  convict 
companies  kept  pace  with  the  step 
market  over  the  five-year  period  bei 
studied  (even  though  they  clipped  brie 
when  the  companies  were  charged 
convicted).  Only  the  stocks  of  those 
sessed  punitive  damages  in  product  1 
bility  cases  took  a  relative  bath, 
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irgins  may  be  starting  to  get  squeezed  from  all  sides 
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Don't  fight  the  Fed.  The  fi- 
nancial markets  seem  to  be 
ng  the  old  adage  to  heart.  But  Wall  Street  is 
ting  to  worry  about  more  than  just  the  Federal 
erve  and  interest  rates.  Another  gi'owing  concern 
he  outlook  for  profits,  which  have  been  the  real 
er  behind  the  bull  market  of  the  '90s. 

Given  the  strength  in  first- 
quarter  demand,  corporate 
earnings  last  quarter  appear 
to  have  done  fairly  well,  al- 
though the  stronger  dollar 
probably  hammered  earnings 
at  many  U.  S.  multinational 
operations.  But  deeper  into 
1997,  profits  will  face  two  chal- 
lenges. First,  margins  may  al- 
ready be  under  pressure, 
based  on  the  government's  lat- 
profit  data  (chart).  And  with  costs  rising  amid 
k  pricing  power,  that  pattern  is  likely  to  continue. 
)nd,  and  most  important,  the  Fed  has  sei-ved  notice 
.  it  wants  to  slow  the  gi'ov^dh  of  demand,  meaning 
later  this  year,  many  companies  may  find  it  difficult 
leet  their  sales  projections. 

ight  now,  though,  business  is  booming.  The  latest 
I  show  that  consumers  are  flush  with  cash  and  are 
iding  briskly.  Builders  are  taking  advantage  of 
yant  demand  and  the  mild  winter.  And  the  indus- 
I  sector's  combination  of  strong  orders  and  thin  in- 
tones means  the  economy's  momentum  is  carrying 
:  into  the  second  quarter,  as  robust  first-quarter  de- 
id  fuels  production  this  quarter.  All  this  strongly 
^ests  that  the  Fed's  work  is  not  yet  finished. 

lERNEATH  THIS  UPBEAT  CLIMATE,  however,  is 

lence  of  a  cost  squeeze  that  could  pressure  profit 
•gins  and  put  1997  earnings  at  risk, 
t  one  level,  it's  an  old  story.  As  business  expansions 
r  on,  productivity  gains  are  harder  to  achieve,  and 
1  less  of  a  productivity  offset,  faster  wage  gi'owth 
es  unit  labor  costs.  But  in  this  expansion,  the  tale 
a  key  difference:  Pricing  power  remains  weak,  un- 
in  past  expansions,  when  businesses  could  maintain 
•gins  by  lifting  prices  when  tight  labor  markets 
■ted  to  boost  costs. 

he  Commerce  Dept.'s  data  on  fourth-quaiter  profits 
w  that  the  profit  margin  for  nonfinancial  corporations 


fell.  This  mai^gin  is  measui-ed  by  earnings  per  unit  of  ia- 
flation-adjusted  output.  The  drop  is  noteworthy  be- 
cause it  occurred  in  a  strong  economy.  The  last  time  it 
declined  significantly  was  in  the  first  half  of  1995,  when 
economic  growth  fell  to  0.6%. 

Margin  erosion  likely  will  continue  in  1997.  First- 
quarter  data  are  still  sketchy,  but  what  is  available 
does  not  paint  a  favorable  picture,  even  for  the  nonfi- 
nancial sector,  where  productivity  data  are  more  reli- 
able. Given  that  both  real  gi'oss  domestic  product  and 
overall  hours  worked  probably  rose  at  about  the  same 
pace  of  3%  or  so,  first-quarter  productivity  looks  flat. 
And  since  wages  and  benefits  continued  to  accelerate, 
first-quarter  unit  labor  costs  appeai^  to  have  risen  faster 
than  prices.  Result:  a  squeeze  on  the  cost  side. 

MOREOVER.  THE  NEWEST  WRINKLE  in  the  profits 

outlook  is  the  Fed's  commitment  to  keep  pricing  power 
under  heel  even  as  costs  are  rising.  More  rate  hikes 
may  well  be  necessary  to  achieve  that,  and  such  moves 
would  lift  business  costs  even  more,  as  companies  find 
it  more  expensive  to  raise  new  capital. 

Further  rate  hikes  seem  es- 
pecially likely  given  the  econ-     MORE  COMPANIES  TAKE 
omy's  unrelenting  signs  of    LONGER  TO  FILL  ORDERS 
strength.  In  particular,  the 
National  Association  of  Pur- 
chasing Management's  index 
of  industrial  activity  rose  con- 
siderably in  March,  to  55%  ts^ 
from  53.1%  in  Februai-y.  The 
reading  was  the  highest  in 
two  years,  and  the  gain  was 
led  by  orders,  employment, 
and  slower  delivery  times  (chart). 

The  latter  is  a  sign  that  the  production  and  distrib- 
ution system  is  starting  to  strain  under  a  quicker  pace 
of  demand.  Fed  Chairman  Alan  Greenspan  is  a  fan  of 
the  indicator,  because  pressure  on  production  capacity 
can  fuel  price  increases.  But  even  as  the  napm  report 
joined  a  long  line  of  recent  data  that  suggest  further 
rate  hikes,  the  napm's  index  of  prices  paid  actually 
fell,  shovring  little  in  the  way  of  pricing  power. 

That's  the  way  the  Fed  would  like  to  keep  it,  but  in 
an  economy  with  this  much  momentum,  a  quarter- 
point  hike  in  interest  rates  seems  mighty  small.  The 
production  side  of  the  economy  is  gaining  steam,  be- 
cause the  same  strong  labor  markets  that  are  putting 


NAPM  INDEXES 


Q   ■  I  ill 

IAN  '95  MAR  '97 

▲  PERCENT  REPORTING  IMPROVEMENT 
OR  SLOWER  DELIVERY  TIMES 
DATA  NATIONAL  ASSOCIATION  OF 
PURCHASING  MANAGEMENT 


Business  Outlook 


companies  in  a  cost  squeeze  are  also  generating  greater 
buying  power  for  households. 

The  government's  report  on  personal  income  and 
spending  for  Februaiy  confirms  what  the  January  and 
February  retail  sales  data  had  suggested:  that  real 
consumer  spending  in  the  first  quarter  rose  at  an  an- 
nual rate  of  5%  or  gi-eater,  the  strongest  quarterly  in- 
crease in  five  years.  More  than  that,  real  aftertax  in- 
come of  households  increased  at  an  annual  rate  of  6% 
or  more,  the  biggest  gain  in  nearly  three  years  (chart). 

STEADY  INCOME  GAINS  also  are  powering  the  hous- 
ing market.  Sales  of  existing  homes  soared  9%  in  Feb- 
ruary, to  an  annual  rate  of  4.26  million,  close  to  a 
record  high.  New-home  sales  slipped  0.7%  in  Febmaiy, 
but  the  rate  of  811,000  was  well  above  the  fourth- 
quarter  average. 

Solid  housing  demand  coupled  with  a  mild  Febi-uary 
boosted  consti-uction  activity.  Building  outlays  jumped 
2.3%  in  February,  with  residential,  commercial,  and 
public- works  projects  all  rising.  The  strong  increases  in 
consti-uction  this  winter  may  well  have  stolen  from 
spring  building.  But  the  need  to  furnish  the  new  homes 
and  equip  the  new  offices  and  factories  should  keep 
demand  for  manufactui-ed  goods  rolling  along. 

In  fact,  factory  orders  rose  0.8%  in  February,  even 
with  a  huge  drop  in  airci'aft  orders.  The  gain  followed 
a  large  2.5%  jump  in  January  bookings.  The  backlog  of 
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unfilled  orders  also  rose,  and  the  ratio  of  inventories 
shipments  fell  ftuther,  suggesting  some  stock  rebuild] 
in  coming  months.  As  a  result,  the  economy  could  p 
three  quarters  of  growth  in  the  3%  to  4%  range.  Tl 
pace  would  be  well  above  the  noninflationary  spe 
limit  of  2M%  or  so,  at  a  time  when  the  economy's 
soui'ces  are  already  stretched  thin. 

The  stock  market  is  caught 
squarely  in  the  middle  of  all 
this.  Fed  interest  rate  hikes 
unleash  the  two  great  fears 
of  equity  investors:  that  high- 
er rates  will  slow  the  econo- 
my, hurting  profits;  and  that 
higher  bond  yields  will  make 
stocks  comparatively  less  at- 
tractive. That's  why  the  stock 
market  will  continue  to  swoon 
as  long  as  economic  indicators 
point  to  an  overly  strong  economy. 

Is  there  an  easy  way  out  of  this  box?  Not  rea 
Pi'ofit  growth  in  1997  is  going  to  slow,  mainly  for  cy( 
cal  reasons.  How  much  they  slow,  however,  will  depei 
on  how  much  the  Fed  has  to  tighten  policy.  The  dai 
age  to  profits  and  the  stock  market  will  be  contained 
soon  as  the  economy  cools  down,  pi'eferably  back  to 
Goldilocks  pace  of  1995-96.  But  the  way  the  data  lo 
right  now,  this  economy  is  way  too  hot  for  the  Fed. 
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REAPING  THE  REWARDS  OF  MODEST  GROWTH 


Australia  appears  to  have 
dodged  the  policy  bullet  shot 
by  the  Federal  Reserve.  But  an 
interest-rate  hike  can  be  avoided 
only  if  the  economy  stays  on  its 
modest-gTowth,  low-inflation  path. 

The  consensus  fore- 
cast is  that  Australia's 
real  gi'oss  domestic 
product  will  gi'ow  by 
3.3%  this  year,  sHghtly 
faster  than  the  3.1%- 
gain  of  1996.  But  un- 
like in  1996,  gi'owth  in 
1997  will  be  more 
evenly  split  between 
domestic  demand  and 
exports.  Exports 
surged  11%  last  year,  but  they 
will  likely  grow  by  only  half  that 
much  in  1997  because  of  the  Aus- 
trahan  dollar's  3.8%;  rise  over  the 
past  year. 
And  as  long  as  the  Reserve 
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Bank  of  Australia  can  avoid  fol- 
lowing the  Fed,  lower  interest 
rates  will  lift  domestic  demand. 
The  RBA  has  some  breathing  room 
because  Australia's  inflation  out- 
look is  even  tamer  than  that  of 
the  U.  S.  Consumer 
prices  are  expected  to 
rise  just  1.3%  in  1997, 
about  half  the  rate  in 
1996. 

The  economy  is  off 
to  a  good  start  in 
1997.  A  survey  by  the 
Australian  Bureau  of 
Statistics  reports  that 
companies  say  that 
sales  rose  a  soHd  2.9% 
last  quarter  and  will  gTOw  1.6%'  in 
the  second.  The  demand  pickup 
may  stem  the  recent  erosion  in 
the  labor  markets,  where  the  job- 
less rate — which  had  fallen  as  low 
as  8.1%  in  late  1995 — is  on  the 


rise  again  (chart).  A  turnaround 
could  keep  consumers  spending. 

The  downside  to  strong  dome& 
tic  demand  is  faster  import 
gi'owth,  which  means  the  trade 
deficit  will  hinder  gdp  growth. 
And  fiscal  restraint  also  will  slow 
the  economy  in  1997  and  1998. 

In  addition,  one  risk  to  the  out- 
look for  low  inflation  and  steady 
monetaiy  policy  is  the  prospect  for 
wages.  Pay  raises  edged  up  1.4% 
in  1996,  but  the  Australian  Counci 
of  Trade  Unions  is  seeldng  an 
8.75%'  hike  for  1997.  The  Industrial 
Relations  Commission  is  expected 
to  decide  on  the  ACTU  demand 
soon,  but  the  rba  and  goveniment  li 
have  warned  that  such  a  pay  hike  | 
risks  higher  inflation  and  interest 
rates.  So  the  move  could  penalize 
those  still  seeking  work,  because 
economic  gi'owth  would  slow  by 
late  this  yeai*. 
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THE  MARKET 


WHERE  THE 


Only  a  year  ago,  Matritech  Inc. 
was  a  darling  of  Wall  Street — a 
classic  "momentum  stock."  The 
Newton  (Mass.)  company  is  de- 
veloping new  methods  of  diag- 
nosing cancer,  and  over  four  months 
early  last  year,  enthusiastic  investors 
drove  up  Matritech's  share  price  by 
300%.  "The  stock  was  taking  off  like  a 
rocket,"  says  Matritech's  chief  execu- 
tive, Stephen  D.  Chubb.  But  in  re- 
cent months,  the  momentum  has  gone 
into  reverse.  Despite  generally  fa- 
vorable news  and  buy  recommenda- 
tions fi'om  analysts,  institutions  have 
begun  to  drift  away.  Matritech 
shares  that  traded  at  $18  last  May 
now  change  hands  at  about  $5. 

There  ai-e  a  lot  of  Matritechs  out 
there — companies  whose  stocks 
were  ailing  long  before  a  Federal 
Reserve  rate  hike  sent  the  entire 
mai'ket  into  a  swoon  at  the  end  of 
Mai'ch.  Until  the  recent  sell-off,  con- 
tinuing strength  in  the  blue  chips  di- 
verted attention  from  what  was  haj)- 
pening  in  smallei',  less  followed  stocks: 
Foi-  thousands  of  them,  a  coiTection  had 
been  under  way  for  quite  some  time. 
"The  mai'ket  has  simply  not  been  as 
strong  as  the  indexes  have  looked," 
notes  Michael  Metz,  investment 
strategist  at  Oppenheimer  &  Co. 
BIGGEST  RISK.  But  this  is  not  neces- 
saiily  bad  news.  Some  mar'ket  observers 
believe  that  this  "hidden  bear  market" 
may  have  already  set  the  stage  for  a  re- 
bound— paiticulai'ly  among  the  segments 
of  the  issues  that  have  taken  the  worst 
drubbing.  Indeed,  some  analysts  figure 
that  bai'gain-hunting  investors  may  have 
a  field  day  in  small-cap  stocks — but  only 
after  the  smoke  clears.  More  pullbacks 
could  follow  in  the  coming  weeks,  per- 
haps even  worse  than  the  400-]3oint  slide 
that  the  Dow  Jones  industrial  average 
took  between  Mai-.  24  and  Apr.  2.  The 
biggest  immediate  risk:  another  infla- 
tion-fighting rate  hike  by  the  Federal 
Reserve.  And  there  are  plenty  of  mar- 
ket watchers  who  are  bracing  for  an 
outright  bear  mai'ket,  on  the  assumption 
that  a  slowing  economy  will  soon  drag 
down  earnings  (page  36). 


Until  recently,  signs  of  a  slowdown 
have  not  been  evident  in  the  major 
indexes.  Even  now,  the  Dow  .Jones  in- 
dustrials and  the  Standard  &  Poor's 
500-stock  index  have  both  generated 
one-year  total  returns  of  20%.  Even 
the  Russell  2000  index  of  small-com- 
pany stocks  has  gained,  if  only  by  a 
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modest  5%  in  the  12  months 
Mar.  31  (chart). 

But  looking  behind  those  nu 
the  pain  suffered  by  thousands  of 
vestors  becomes  evident.  In  the  ft 
quarter  of  1997,  fully  225  of  the  sto( 
in  the  s&p  500  posted  negative  retiu 
for  their  shareholders  (chart) 
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Thousands  of  stocks  were 
ailing  before  this  correction 


include  such  prominent  names  as 
3Coni,  and  Amdahl.  From  W.  R. 
to  IBM  to  U.  S.  Svu-gical  and  Mat- 
le  ranks  of  the  market's  big  de- 
•s  have  been  growing.  Small 
;h  companies,  as  a  group,  have  de- 
,  28%  in  the  past  three  months, 
id  gas  companies  are  down  21% 
lospital-management  companies 
fallen  15%. 

be  sure,  it  is  not  unusual  for  large 
ers  of  stocks  to  decline  even  in 
ist  of  markets.  In  1995,  a  general- 
beat  year,  31%  of  stocks  decHned, 
iing  to  figures  compiled  for  BUSi- 
WEEK  by  Standard  &  Poor's  Corp., 
)w  unit  of  The  McGraw-Hill  Com- 
3.  But  the  ranks  of  the  losers  have 
growing.  In  1996,  even  though  the 
et  rose  20%,  the  number  of  net 
!  grew  by  one-third,  to  40%.  In 


ing  to  s&p,  about  50%  of  all  stocks  de- 
clined between  Dec.  31,  1996  and  Mar. 
31,  1997. 

These  numbers  go  a  long  way  to  ex- 
plaining what  Morgan  Stanley  &  Co. 
market  analyst  Byron  R.  Wien  de- 
scribes as  a  "sour,  bear-market  mood" 
among  portfolio  managers.  "The  market 
has  had  too  narrow  a  focus,"  says 
Wien,  and  that  has  translated  into  trou- 
bles for  money  managers  who  have 
strayed  fi'om  the  herd.  "If  people  didn't 
care  about  getting  large-cap  exposure 
they  were  hurt  very  badly,"  says  Peter 
Stonberg,  chief  investment  officer 
of  state  street  Boston  Corp.  Global 
Advisors. 

The  full  extent  of  the  split  between 
small-  and  big-cap  stocks  becomes  more 
appai'ent  when  you  focus  on  the  nasdaq. 
According  to  the  s&P  figures,  62%  of  the 
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cases,  the  declines  can  be  traced 
dustry-specific  troubles,  such  as 

dogging  AT&T  and  other  telecom 
s.  Matritech  and  other  small  bio- 
outfits  were  victims  of  an  unwind- 
f  former  "momentum"  buying  by 
utions. 

e  overall  trend  is  disturbing.  Of 
,900-odd  stocks  that  traded  on  Mar. 
996,  and  were  still  around  a  year 
nearly  3,600 — 45% — had  declined 
id-March  of  this  year.  And,  accord- 


1,100  stocks  traded  on  the  nasdaq  small- 
cap  mai'ket  were  flat  or  down  duiing  the 
past  year.  The  nasdaq  national  market 
system  and  American  Stock  Exchange 
were  hit  almost  as  badly:  48%  and  45%, 
respectively. 

By  contrast,  only  34%  of  the  New 
York  Stock  Exchange's  2,600-odd  stocks 
were  flat  or  losers  over  the  past  year. 
One  reason:  Institutions  stayed  in  the 
NYSE  and  other  large-cap  issues  to 
avoid  risk.  But  if  the  big-company  in- 


dexes stop  looking  bulletproof,  there 
may  be  no  such  haven.  In  further  cor- 
rections, the  enormous  flows  that  have 
gone  into  index  funds  may  go  else- 
where, argue  Metz  and  other  market 
analysts. 

That  could  help  bring  back  small-cap 
issues.  For  value-hunting  investors — 
with  strong  nerves — their  dechnes  may 
ah'eady  represent  some  alluring  oppor- 
tunities. Arthur  J.  Bonnel,  who  runs 
the  Bonnel  Growth  mutual  fimd,  shrugs 
off  the  market's  recent  troubles  as  "nor- 
mal and  healthy — a  pait  of  Ufe."  Bonnel, 
in  fact,  is  looking  for  an  upturn.  "Once 
the  big  caps  drop,  it's  closer  to  the  end 
than  the  beginning  of  the  decline,"  he 
says.  Thus  he  thinks  the  market  wiW 
soon  be  rife  with  "great  companies  at 
reahstic  prices." 

GOOD  OMEN.  The  recent  softening  in 
the  market  for  initial  public  of- 
—j  ferings  is  also  viewed  as  a  bullish 
omen  in  some  quarters.  Claudia 
Mott,  a  quantitative  analyst  who 
tracks  small-cap  stocks  at  Pru- 
dential Securities  Inc.,  thinks  that 
the  large  number  of  IPGs  last 
year  had  drawn  cash  away  from 
other  small-cap  stocks.  Yes,  bears 
will  continue  to  focus  on  the  dan- 
ger of  weaker  earnings  growth. 
But  Mott  argues  that  small-cap 
stocks  are  less  exposed  to  the 
negative  ramifications  of  the  ris- 
ing dollar  than  are  large-cap 
stocks  and  that  their  valuations 
are  increasingly  tempting. 

A  return  to  favor  of  the  sec- 
ondary stocks  won't  come  a  mo- 
ment too  soon  for  Matritech.  Its 
market  capitalization  has  now 
shrunk  to  .$80  million,  and  its  depressed 
share  price  has  discouraged  the  compa- 
ny from  trying  to  raise  additional  cap- 
ital. But  Chubb  is  hopeful  that  value- 
conscious  investors  will  start  coming  his 
way.  "My  wife  just  joined  an  invest- 
ment club  and  has  been  reading  Peter 
Lynch.  He  just  loves  down  markets. 
When  stocks  are  depressed,  it's  time  to 
buy,"  says  Chubb.  That's  the  silver  lin- 
ing lui'king  behind  the  market's  gloom. 

By  Gary  Weiss  in  New  York 


COMMENTARY 


By  Michael  J.  Mandel 


IT'S  ALL  HANGING  ON  HIGH  TECH  NOW 


\ 

quarter  of  1996  to  the  fourth  quarts 
That  made  up  for  weakness  outside 
the  high-tech  sector,  where  profits 
fell  over  the  same  period. 

However,  it's  looking  less  hkely 
that  high  tech  can  repeat  its  rescue 
act.  Many  tech  companies  are  wam^ 
ing  that  the  sales  they  expected  at 
the  end  of  the  fii'st  quarter  did  not 
materialize,  leading  to  forecasts  of 
slowing  revenue  growth.  The  car- 
nage has  been  greatest  in  the  high- 
flying networking  stocks,  with  the 
plummet  downward  led  by  3Com 
Corp.'s  57%  drop  in  share  price  sine 
the  beginning  of  the  year 

The  slowdown  is  spreading  beyon 
networking.  Computer  makers  Sili- 
con Graphics  Inc.  and  Digital  Equip 
ment  Corp.  have  taken  a  pounding, 
And  on  Apr.  1,  Informix  Corp.,  a 
database  software  company  that 
recorded  nearly  $1  biUion  in  sales  i: 
1996,  predicted  a  sharp  sales  decline] 
for  the  fii-st  quarter  in  1997. 

Does  this  mean  that  the  market  if* 
softening  for  all  high-tech  companie; 
Hardly.  Informix  competitor  Oracle 
Corp.  turned  in  a  strong  earnings  r( 
port  on  Mar.  13,  even  after  warning 
of  slowing  sales  in  Europe.  Results 
from  the  strongest  performers  in  las| 
year's  market — Intel,  IBM,  and  Mi- 
crosoft— won't  be  in  for  a  couple  of 
weeks.  And  it  may  well  tuni  out  thas'  -f 
the  weakness  in  the  networking 
ket  is  temporai-y. 

If  the  high-tech  sec^^ 
tor  does  falter,  howev-^i 
er,  there  won't  be 
much  left  to  keep  the 
economy  gi'owing.  Es- 
pecially with  the  Fed 
ready  to  raise  rates 
again  at  any  sign  of 
overheating,  no  other 
sector  looks  ready  to 
pick  up  the  slack.  For  i^i  tr-- 
investors  who  once  ''--.t 
worshiped  Alan 
Greenspan,  it's  time  to  te:::  ;' 
start  praying  to  AndyiH«Ci»n 
Grove  and  Bill  Gates 
instead.  fe"; 


c: 


I  an  the  bull  market  survive?  The 
.spectacular  stock  boom  of  the 
'last  two  years  has  been  driven 
by  low  interest  rates  plus  rising 
profits  in  two  key  sectors:  high  tech 
and  financial  services.  From  the  end 
of  1994  to  the  end  of  1996,  these  two 
sectors  accounted  for  almost  three- 
quarters  of  all  the  profit  gains 
among  the  stocks  in  the  s&p  500 
index  (table). 

Now  the  Federal  Reserve  has 
chopped  off  two  of  the  bull  market's 
three  main  supports.  It  has  boosted 
interest  rates  to  prevent  infiation 
and  slow  the  economy.  By  so  doing, 
it  has  made  stocks  overall  a  less  at- 
tractive investment,  while  at  the 
same  time  undeiTnining  the  fmancial- 
services  sector.  Banks,  Wall  Street 
firms,  and  other  financial-services 
companies  typically  do  poorly  when 
rates  are  rising.  Indeed,  the  stocks  of 
money-center  bank  stocks  have 
dropped  by  15%  since  Mar.  10. 
DECIDEDLY  DOWNBEAT.  That  leaves 
computer,  software,  networking,  and 
other  high-tech  stocks  as  the  last 
support  for  the  bull  market.  The 
early  signs  fi'om  that  sector  are  not 
good,  either:  The  Morgan  Stanley 
High-Tech  index  has  plummeted  by 
18%  since  mid-January,  and  the  lat- 
est earnings  reports  are  decidedly 
downbeat.  Unless  high  tech  can  re- 
cover— as  it  still  well  might — the 
bull  market  is  not 
likely  to  last  much 
longer. 

Certainly,  there  is 
little  chance  that  a 
sudden  surge  in  prof- 
itability in  another 
part  of  the  economy 
will  bail  out  in- 
vestors. Even  before 
the  Fed's  latest  rate 
rise,  economic  fore- 
caster DRi/McGraw- 
Hill  was  predicting 
that  earnings  per 
share  among  compa- 
nies in  the  Standard 
&  Poor's  500-stock  ii> 
dex  would  rise  by 
only  an  avei'age  4.7% 
in  1997,  compared 
with  an  average  an- 


nual rise  of  12.6%  over  the  previous 
two  years.  Such  a  meager  rise,  com- 
bined with  higher  interest  rates, 
bodes  poorly  for  the  market. 

To  be  sure,  forecasters  have  made 
such  dire  predictions  before,  only  to 
be  surprised  by  the  strength  of  the 


What  Has  Kept  the  Bull  Alive 


Two  groups — technology  and 
finance — accounted  for  74%  of 
profit  increases  recorded  by  ttie 
S&P  500  in  the  past  two  years 

SHARE  OF  S&P  PROFIT  GROWTH* 


FINANCIAL 

38.4% 

TECHNOLOGY  &  COMMUNICATIONS 

35.4% 

HEALTH 

16.6% 

UTILITIES  AND  TRANSPORTATION 

10.3% 

CAPITAL  GOODS  (EXCEPT  COMPUTER)  8.8% 

CONSUMER  GOODS 

0.7% 

ENERGY  AND  BASIC  MATERIALS 

-10.2% 

mTERN 


*Fourth-quar1er  1996  vs.  fourth-quarter  1994,  adjusted 
for  mergers 

DATA;  STANDARD  &  POOR'S  COMPUSTAT.  BUSINESS  WEEK 

high-tech  sector.  In  early  1996,  for 
example,  DRi/McGraw-Hill  predicted 
that  profits  would  slump  by  the  end 
of  the  year,  holding  down  the  stock 
market.  Instead,  fourth-quarter  1996 
profits  were  more  than  30%  higher 
than  expected.  Intel,  Microsoft,  and 
IBM  together  saw  their  quarterly 
profits  rise  by  59%  fi'om  the  second 


■116  k-i: 


Mandel  is  BUSINESS 
week's  economics  | 

CHIPS  ARE  DOWN:  Many  tech  companies  wani  of  a  first-quarter  shortfall  editor.  j| 


THE  GREAT  DROUGHT 

So  far,  1997  has  seen 
one  IPO  of  a  Net 
company-and  that  was 
before  the  market  fell 


INTERNET 


IE  HOnEST  WEB 
lU  NEVER  SAW 


IPO 


ir  broker  Auto-By-Tel  has  to  wait,  must  others  as  well? 


For  Peter  R.  Ellis,  the 
157-point  plunge  in  the 
■[B'    Dow  Jones  industrial  av- 

IHpK  erage  on  Mar.  31  was  es- 
pecially dismaying.  EUis, 
president  and  CEO  of 
Auto-By-Tel  Corp.,  was 
meeting  with  his  advisers 
on  Apr.  1  to  price  the  In- 
ternet company's  initial 
public  offering.  By  the 
end  of  that  day,  they  had 
led  to  postpone  the  deal,  awaiting 
;  favorable  conditions. 
5  a  result,  Web  entrepreneurs  will 
to  cool  their  heels  a  while  longer  to 
t  reading  on  whether  it's  once  again 
to  launch  Internet  ipos.  Auto-By- 
is  considered  one  of  the  season's 
hot  IPO  prospects,  along  vdth  Ama- 
om  Inc.,  the  online  bookseller  that 
its  prospectus  for  an  offering  on 
24.  Auto-By-Tel  hopes  to  raise  as 
1  as  $55  million,  wliile  Amazon.com  is 
ig  for  $37  million. 

■|NG  GAME.  So  far  this  year,  it's  been 
nternet  IPO  drought.  According  to 
rities  Data  Co.,  only  one  Internet 
pany  has  gone  public:  EarthLink 
vork  Inc.,  which  raised  $26  million, 
year  by  this  time,  eight  deals  had 
;d  $275  "million.  "There  are  a  lot  of 
:)anies  sitting  on  the  sidelines,  wait- 


ing to  go,"  says  Ryan  Jacob,  director 
of  research  for  ipo  Value  Monitor. 

If  Auto-By-Tel  can't  make  good  as  an 
IPO,  few  companies  can.  Revenues  of  the 
Irvine  (Calif.)  corporation  jumped  to  $5 
million  last  year,  up  from  just  $274,000 
the  year  before.  Revenues  come  mostly 
from  cai"  dealers,  who  pay  monthly  fees 
for  names  of  prospective  car  buyers  fim- 
neled  to  them  fi-om  Auto-By-Tel's  Web 
site.  The  company  lost  $6  million  last 
year,  but  that's  largely  because  it's  on  a 
spending  spree  to  become  a  national 
brand.  It's  iTinning  commercials  on  net- 
work TV — even  $1.5  million  for  a  30-sec- 
ond  spot  on  this  year's  Super  Bowl. 

The  company  is  the  brainchild  of  Ellis, 
once  one  of  Southern 
California's  largest  car 
dealers.  He  was  one  of 
the  fii'st  to  tiy  no-haggle 
selling  and  came  up  with 
the  idea  of  used-car  su- 
perstores before  Car- 
Max.  But  he  lost  his 
new-car  dealerships  in 
the  Cahfornia  recession 
of  the  early  '90s,  and  his 
used-car  business  col- 
lapsed later.  Ellis  filed 
for  personal  bankruptcy 
in  1994,  bought  his  fii-st 
PC,  and  spent  a  year 


LOSSES-BY-TEL? 


MAR,  '95  MAR,  '96 

▲  MILLIONS  OF  DOLLARS 

DATA:  COMPANY  REPORTS 


cobbling  a  business 
plan  for  selling  cars 
over  the  Net.  He 
launched  Auto-By-Tel 
on  the  Prodigy  sei-vice 
two  years  ago  and  set 
up  the  Web  site  thi-ee 
months  later. 
Auto-By-Tel  has  enrolled  close  to 
2,000  dealerships  that  pay  $2,500  a  year 
plus  $150  to  $1,500  a  month,  depending 
on  overall  sales  volume,  for  subscrip- 
tions to  the  service.  Ellis  figures  that 
each  lead  produced  by  Auto-By-Tel  costs 
the  subscribing  dealer  about  $25 — far 
less  than  the  hundreds  of  dollars  it 
takes  to  advertise  and  sell  a  car  the 
conventional  way.  That  lets  a  dealer  sell 
the  car  at  a  rock-bottom  price.  "It  real- 
ly works,"  says  John  Phillips,  general 
sales  manager  at  Autoland  of  New  Jer- 
sey, in  Springfield.  That  dealer's  five 
fi-anchises  sell  45  to  55  cars  a  month  to 
Auto-By-Tel  prospects.  "It's  business 
that  we  wouldn't  have  gotten  other- 
wise," says  Phillips. 

Auto-By-Tel  figures  that  it  was  be- 
hind 1%  of  all  new-car  sales  last  year,  a 
niunber  that  assumes  that  less  than  half 
of  its  customers  ended  up  buying  a  ve- 
hicle from  the  dealer  who  contacted 
them.  Chiysler  Coip.  estimates  that  be- 
tween 1%  and  2%  of  its  sales  were  done 
through  onhne  services  last  year.  And 
some  analysts  expect  that  by  2000,  25% 
of  car  buyers  will  be  shopping  online. 
Rivals  include  Auto  Vantage,  Autobyln- 
ternet,  and  dealer  Web  sites. 
"GREAT  FUN."  Customers  say  they  love 
viilual  vehicle  shopping.  "I  have  always 
detested  buying  a  new  car — the  hassle 
to  get  the  best  price,"  says  Edith  Fulin. 
"But  this  was  great  fun.  I  think  this 
will  be  the  only  way  to  buy  a  car  in 
the  future."  In  February,  she  and  hus- 
band Louis — retu'ees  in  KeiTville,  Tex. — 
ran  across  the  Auto-By-Tel  site  on  the 
Internet  and  asked  for  a  quote  on  an 
Olds  Aurora. 

If  Auto-By-Tel  has  a  potential  weak- 
ness, it's  what  the  Fuhns  did  next.  The 
dealer  who  responded  was  in  San  An- 
tonio, 70  miles  away.  So  they  bought 
the  car  from  their  local 
Oldsmobile  dealer,  who 
matched  the  offer. 

A  consummate  car 
dealer  like  Pete  Ellis 
knows  that  he  can't 
close  every  deal.  With 
the  mai'ket  for  public  of- 
ferings so  weak  this 
year,  he's  just  hoping 
that  his  own  IPO  does 
not  become  one  of  the 
ones  that  got  away. 

By  Larry  Armstrong 
in  Los  Angeles,  with  bu- 
reau reports 
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AFTER  BRE-X, 
THE  GLOW  IS  GONE 


Goldbugs  who  put  their 
money  on  promised  riches 
are  turning  more  cautious- 
and  some  are  filing  suit 

Last  December,  when  the  stock  of 
Bre-X  Minerals  Ltd.  had  ah'eady 
begun  sliding  ft'om  its  September 
high,  Lehman  Brothers  Inc. 
strongly  recommended  a  buy  on  "the 
gold  discovery  of  the  century."  Bre-X's 
Busang  gold  discovery  "is  enormous," 
Lehman  gushed,  adding  that  it  expected 
this  "growth  story  to  continue  in  a  ma- 
jor way  for  the  rest  of  this  decade." 


Today,  Bre-X  stock  is  off  nearly  90% 
from  its  peak — and  many  analysts  are 
wondering  if  Busang  contains  any  gold 
worth  mining  at  all. 

The  camage  extends  far  beyond  Bre- 
X.  This  decade,  Canada  has  emerged 
as  the  financial  center  of  a  global  mining 
exploration  boom  extending  from  the 
former  Soviet  Union  to  the  Peixivian 
Andes  to  the  jungles  of  Indonesia.  Hun- 
dreds of  so-called  junior  mining  compa- 
nies such  as  Bre-X  have  raised  the  mon- 
ey on  Canadian  stock  markets  to  finance 
high-risk  exploration.  Now  the  machine 
for  financing  gold  mining  has  been  dam- 
aged. The  Bre-X  news  sparked  the 
biggest  single-day  plunge  since  the  1987 


crash  on  the  Vancouver  and  Alb(  llW'': 
Stock  Exchanges,  home  to  many  juni  il  ' 

Smaller  Canadian  mining  compai  0 
that  had  aimed  to  become  "the  ri 
Bre-X"  now  want  to  be  anything  1  iimtilJ!^ 
"We're  in  the  middle  of  a  hurricai  'J^^^' 
says  David  A.  Fennell,  ceo  of  Gol  s  Busang. 
Star  Resources  Ltd.,  which  is  exp  jl  results; 
ing  in  South  America  and  Africa.  Ifteport 
vestors  eventually  will  be  lured  b  lelimina! 
by  the  prospect  of  huge  finds — sucl  0^,'^ 
the  25  million-ounce  deposit  in  Chile 
ported  Apr.  2  by  Bema  Gold  Corp 
Vancouver.  But  thanks  to  Bre-X,  F  tuts  by  Bi 
nell  says,  "it  will  be  impossible  to  r,  i  the  std 
money"  in  the  short  term.  iatSiths 
BLUE-CHIP  BACKING.  That's  partly  jBre-Xta 
cause  so  many  companies  were  bur  uvetera 
by  the  debacle.  Lehman  Brothers 


fi  bion. 


NO  MIDAS?  De  Guzhkih.  iiimse 
ruled  a  suicide,  examines  a  core  |oiocisii 

declined  comment  on  its  glowing  njrbotj? 
ommendation.  But  if  it's  any  consoi  yjstjyg 
tion,  the  Wall  Street  fii'm  had  plenty  ijH  m,.„ 
blue-chip  company.  Barrick  Gold,  Pladj) 
Dome,  and  Freeport-McMoRan  Copp  any  ( 
&  Gold,  among  other  top  producei  nifj 
fought  an  epic  battle  to  get  a  piece 
Busang.  So  did  Indonesia's  SuharL  ^(,(.,,^1 
regime,  which  in  Febioiary  managed  .jfiipj 
grab  40%  of  the  deposit  for  Indonesii  ^tma 

iiev,Hi  i 


interests.  Fidelity  Investments,  Inves 
Funds  Group,  and  other  mutual-fui 
companies  piled  into  the  stock.  jjpjy,, 

The  episode  casts  an  especially  ban 
light  on  J.  R  Morgan  &  Co. — Bre-X  ^^^^^^^ 
key  financial  adviser  since  Septembe  ^.^^  ^ 
As  recently  as  February,  J.  P.  MorgJ 
bankers  talked  up  Busang  in  a  confe  [^^^ 
ence  call  in  which  Bre-X's  top  geologi  jj  g^^^ 
predicted  the  deposit  might  contain 
staggering  200  million  ounces  of  gol  jj^j 
worth  over  $70  billion  at  today's  pric,j 
Morgan  declined  to  comment. 

What's  startling  is  how  many  of  tl 


ind  brightest  in  the  gold  business 
1  their  faith  in  the  drilling  reports 
nee  obscure  company  based  in  Cal- 
Alberta,  that  has  never  mined  an 
of  gold.  Spokesmen  for  Placer 
and  Barrick  Gold  say  they  were 
allowed  to  do  their  own  diilling.  It 
t  until  Mar.  26  that  Freeport-Mc- 
.n,  which  had  tentatively  agi-eed  to 
)p  Busang,  reported  the  first  inde- 
nt results:  "insignificant"  amounts 
i  P>eeport  warned  that  its  findings 
preliminary.  Still,  Bre-X  shares 
3d  to  $2,  taking  its  market  value  to 
Tiillion,  down  90%  fi'om  its  peak  of 
$5  billion.  On  Apr.  1,  on  upbeat 
ents  by  Bre-X  Chainnan  David  G. 
1,  the  stock  bounced  to  $3,  but  it 
I  at  2>i(,  the  next  day. 
3  Bre-X  tale  began  in  1993,  when 
I,  a  veteran  stock  promoter,  trav- 
to  Indonesia  and  met  John  B. 


manager  of  the  $225  million  U.  S.  Glob- 
al Investors  World  Gold  Fund,  says  he 
had  1.5%  of  his  fund  in  Bre-X  prior  to 
its  crash  and  is  buying  more.  But  other 
investors  have  claimed  ft-aud,  joining  in 
a  shai-eholder  class  action  against  Bre-X, 
its  officers,  and  Kilborn  Pacific  Engi- 
neering Ltd.  that  was  filed  by  Hous- 
ton-based law  firm  Baker  &  Botts. 

Most  experts  tnast  the  analysis  being 
conducted  by  Freeport,  whose  investi- 
gation at  Busang  is  overseen  by  David 
R.  Potter,  a  renovraed  geologist.  Pot- 
ter's results  released  on  Mar.  27  show 
gold  ranging  up  to  just  0.06  grams  per 
ton  in  seven  holes  drilled  parallel  to 
Bre-X  holes.  In  contrast,  Bre-X  report- 
ed gold  ranging  up  to  5.68  gi-ams  per 
ton  in  its  holes. 

What's  more  worrisome  is  that 
Freeport  reported  "visual  differences  in 
gold  particles"  taken  from  its  samples 


late  January,  as  Freeport  was  about  to 
wrest  control  of  the  project,  a  fii'e  de- 
stroyed a  shack  at  Busang  containing  all 
the  geologists'  records.  Then  on  Mar.  19, 
exploration  manager  Michael  de  Guzman, 
on  his  way  to  a  meeting  with  Freeport's 
due-diligence  team,  plunged  600  feet  fi'om 
a  helicopter.  Police  ruled  it  a  suicide. 
Conspiracy  buffs,  meanwhile,  question  if 
the  decomposed  body  recovered  from 
the  jungle  was,  in  fact,  de  Guzman's. 
REPERCUSSIONS.  One  clear  loser  fi-om 
Bre-X  may  be  Kilborn  Engineering, 
which  in  Febraaiy  estimated  that,  based 
on  the  sample  results,  Busang  would 
yield  71  million  ounces  of  gold.  Many 
people  had  the  impression  that  Kilborn, 
a  widely  respected  finn,  had  indepen- 
dently verified  Bre-X's  work.  Kilborn 
now  says  it  based  its  calculations  on 
data  provided  by  Bre-X  and  did  not 
drill  its  own  samples. 


>LOGIST  FELDERHOF 


ON  THE  ROAD  TO  BUSANG 
WITH  BRE-X 

Here  are  so  me  of  the  big-name 
players  that  had  close  dealings  with 
Bre-X  Minerals. 

LEHMAN  BROTHERS  Described  the 
Busang  claim  as  the  "gold  discovery  of  the 
century"  and  recommended  Bre-X  last 
December  as  a  strong  buy. 

FIDELITY  INVESTMENTS  The  world  s 
biggest  mutual-fund  company  held  7.3% 
of  Bre-X  as  of  yearend  1996. 

J.P.  MORGAN  The  key  investment  banker 
to  Bre-X  since  last  September,  it  was 
shopping  Busang  to  world  mining  giants. 


KILBORN  ENGINEERING  PACIFIC 

The  respected  Canadian  mining  engineer- 
ing firm  reported  in  February  that  Bre-X's 
Busang  deposit  contained  71  million 
ounces  of  gold. 

OTHER  GOLD  COMPANIES  Eager  to  get 
in  on  the  Busang  claim,  gold  giants  tried 
to  woo  Bre-X.  Placer  Dome  offered  $4.7 
billion  in  a  takeover  bid;  Barrick  made  its 
own  undisclosed  offer.  Indonesia  rejected 
both  bids  in  favor  of  Freeport-McMoRan, 
which  offered  to  pay  $400  million  to  help 
mine  Busang. 

INDONESIAN  GOVERNMENT  In  February, 
the  Suharto  regime  grabbed  40%  of  the 
Busang  deposit  for  the  Suharto  family  and 
other  Indonesian  interests.  It  did  not  pay 
Bre-X  compensation. 


irhof,  a  well-knovim  geologist  who 
o-discovered  the  huge  Ok  Tedi  cop- 
old  mine  in  Papua  New  Guinea, 
irhof  convinced  Walsh  to  bet  his 
any  on  Busang.  Larger  mining 
anies  had  explored  Busang  earlier 
ecided  it  wasn't  worth  mining.  But 
at  December,  Bre-X  was  reporting 
able  drill  results. 

SIFORIVIATION."  Walsh  decUned  to  be 
viewed  for  this  story,  but  Vice- 
man  Felderhof  insisted  in  a  Mai*.  30 
/iew  with  business  week  that  the 
really  is  there.  "This  whole  thing 
e  resolved  in  a  veiy  short  time,"  he 
Walsh  and  Felderhof  have  thi'eat- 
legal  action  against  those  "respon- 
for  the  proliferation  of  misinfomna- 

on  Busang.  Meanwhile,  Freeport 
1  consulting  firm  hired  by  Bre-X 
rantically  trying  to  detemnine  how 

gold  the  site  really  contains, 
me  investors  are  still  not  ready  to 
v^e  the  worst.  Victor  Flores,  fiind 


and  those  of  Bre-X.  That  suggests  the 
possibility  that  Bre-X's  samples  were 
"salted"  with  gold.  "[Salting]  is  always 
possible  if  the  geologists  have  no  in- 
tegrity," says  Soetaryo  Sigit,  a  fonner 
director  general  of  mines  for  Indonesia. 

Another  issue  is  Bre-X's  handling  of 
samples.  Typically,  a  core  is  cut  length- 
wise and  half  is  pre- 
sei'ved  for  reference  and 
verification.  But  Bre-X 
crushed  every  core  en- 
tii'ely,  leaving  no  verifi- 
cation sample.  Walsh 
says  that  was  necessaiy 
because  the  gold  was 
"nuggety"  and  impossi- 
ble to  divide  evenly. 
Still,  it's  now  impossible 
to  verify  Bre-X's  origi- 
nal samples. 

A  mysterious  chain  of 
events  has  further 
heightened  suspicions.  In 
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For  Bre-X  and  its  shareholders,  the 
nightmare  is  far  from  over.  The  In- 
donesian government  could  take  away 
the  mine  if  it  finds  evidence  of  fraud, 
even  if  there  really  is  gold  there. 

Some  investors,  including  Fidelity  and 
Invesco,  say  they  sold  much  of  their 
Bre-X  stock  before  the  crash.  But  for 
others,  this  incident  has 
caused  "a  massive  shat- 
tering of  confidence," 
says  Fennell,  Golden 
Star's  CEO.  Others  may 
venture  back,  Fennell 
says,  but  only  if  the  in- 
dustry agi'ees  to  a  sys- 
tem of  independently 
verifying  extraordinary 
claims.  One  Bre-X  is 
more  than  enough. 

By  William  C. 
Symonds  in  Toronto, 
with  Michael  Shari  in 
Jakarta 
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TELECOMMUNICATIONS 


IRIDIUM  IS  LOOKING 
A  LITTLE  STAR-CROSSED 

The  satellite-phone  startup  and  parent  Motorola  are  bickering 


M 


iotorola  Inc.  has  been  both  mother 
and  father  to  the  satellite-phone 
system  called  Iridium.  Motorola 
engineers  hatched  the  idea  for  Iridium 
in' 1987.  The  Schaumburg  (Ill.)-based 
company  provided  the  original  funding 
foi-  the  (iH-satellite  system.  It  led  the 
establishment  of  Indium  LLC  as  a  sepa- 
rate company,  sup])lied  it  with  a  chief 
e.xecutive,  and  pulled  in  other  companies 
to  finance  what  it  estimates  will  be  the 
project's  $5  billion  startup  price  tag. 

But  now  Iridium  and  Motorola  are 
engaged  in  a  family  feud  that  could  de- 
lay the  satellite  system's  pending  $186 
million  initial  public  offering.  They're 
fighting  over  when  the  much- 
ballyhooed  Iridium  will  be  up 
and  running,  allowing  i}eople  to 
make  voice  calls  or  use  pager's 
any  place  on  earth.  It  was 
scheduled  to  start  oper-ating  in 
September-  of  next  year  But  ac- 
cor-ding  to  financial  documents. 
Motorola  says  ther-e  is  an  "ex- 
cusable" delay  in  the  launch  be- 
cause of  problems  with  the  Mc- 
Donnell Douglas  Cor-p.  rocket 


Donnell  has  postponed  launches  pending 
an  Air*  For'ce  pr'obe.  But  Motor'ola  missed 
foiu'  scheduled  launch  dates  befor-e  the 
explosion.  Ther-efore,  Iridium  ar-gues, 
ther-e  is  no  legitimate  excuse  for-  a  delay, 
say  sour-ces  close  to  the  situation. 

Wliat's  significant  about  the  dispute  is 
the  effect  it  could  have  on  the  IPO,  ten- 
tatively scheduled  for-  later-  this  spr-ing. 
Tliat  pr-obably  can't  happen  until  Ir-idiirm 
and  Motor-ola  resolve  their-  differ-ences. 

Motor-ola  executives  play  down  the 
squabble.  "It  is  an  issue  that  needs  to 
be  r-esolved  by  McDormell  Douglas,  Mo- 
tor-ola, and  Ir-idium,"  says  Diu-r-ell  Hillis, 
senior  vice-pr-esident  and  gener-al  man- 


MOTOROLA'S  MULTIPLE  ROLES  IN  IRIDIUM 

FOUNDER  In  1987,  Motorola  engineers  proposed 
Iridium,  a  low-orbiting  satellite  system  to  enable 
wireless  phone  calls  from  anywhere  in  the  world. 

INVESTOR  Motorola  has  direct  investments  and 
guarantees  of  at  least  $1.26  billion  and  a  commit 
ment  to  guarantee  another  $350  million. 

SUPPLIER  Motorola  will  receive  $3.45  billion  for 


IRIDIUM  ANTENNAS:  Timing  is  criti 
a.s  rirals  more  quickly  to  market 


^  . ,     deploying  the  66-satellite  system  for  Iridium.  -  ■  ,  -  ,  , 

that  wrll  car-ry  the  Iridium  satel-   -L   hne.  "Our  plan  contmues  to  I 


ager-  of  Motor-ola's  Space  and  Syst 
Technology  Gr-oup.  "In  the  gr 
scheme  of  things,  it's  not  a  big  issu 

Still,  Ir-idium  can't  aftbr-d  any  lenij 
delays,  since  competitor-s  ar-e  mov 
quickly  to  market.  Most  potent) 
Globalstar,  a  $2.5  billion  satellite-phj 
system  backed  by  Loral  Space  &  C: 
munications  Ltd.  that  expects  to  s| 
oper-ations  late  next  year  (Global: 
says  it,  too,  has  been  delayed  by  p: 
lems  with  the  Delta  II  rocket.)  W'| 
ever  is  fii'st  to  market  could  seize 
lead  in  what  analysts  estimate  could* 
a  $15  bilhon  industr-y  by  2005.  "This  i 
ver-y  lucr-ative  mar-ket  opportunity,"  si 
Wolfgang  Demisch,  managing  direo! 
at  Banker-s  Traist. 

TOUGH  TALK.  One  person  who  wantf^ 
make  sur-e  Iridium,  doesn't  miss  tj 
oportunity  is  Edwar-d  F.  Staiano,  vii 
took  a  big  pay  cut  last  December^ 
leave  Motor-ola  and  become  chief  exe]l 
tive  at  the  satellite  system.  Staianci 
counting  on  his  payoff  fi-om  options  t 
Ir-idium  shar-es — once  they  tr-ade  pi 
licly.  Despite  a  23-year-  car-eer-  at  Jfi 
torola.  Staiano  is  talking  tough.  He's  |i 
sisting  that  Motorola  meet  its  sup| 
agr-eement — or  pay  the  penalties.  I 
Staiano's  har-d  line  has  to  be  popuj 
with  Ir-idium's  other  investors  such 
Spr-int  Corp.  and  the  parent  companl 
of  Bell  Canada  and  Telecom  Italia.  Thj 
r-ole  is  overshadowed  by  that  of  ^ 
tor-ola,  which  is  Ir-rdium's  principal 
vestor-,  holding  about  25%  of  its  stock, 
well  as  the  lead  contractor  for  c( 
str-uction  and  oper-ations 

McDonnell  Douglas  says  it  wiU  char 
Motor-ola  tens  of  millions  of  dollar's  exl 
to  compr-ess  its  schedule  and  get  all  t 
satellites  launched  by  the  or-iginal  des 
line  of  June,  1998,  accor-ding  to  souro 
Motor-ola  wants  Ir-idium  to  pick  up  t 
additional  costs,  but  the  har 
nosed  Staiano  is  having  none 
it,  the  sour-ces  say.  McDonne 
Motorola,  and  Iridium  woi 
comment. 

It's  in  ever-ybody's  interest 
get  the  satellite-phone  syste 
up  and  r-unning  by  next  Se 
tember,  so  there's  little  dou 
Motor-ola  and  Ir-idium  will  pati 
things  up  and  agree  on  how 
pay  for-  meeting  the  launch  dea 


lites  into  or-bit. 

No  way,  says  Iridium.  A  Mc- 
Donnell Douglas  Delta  II  r-ocket 
launched  by  the  U.  S.  Air-  For-ce 
did  blow  up  on  Jan.  17 — and  Mc- 


OPERATOR  Motorola  will  receive  $2.88  billion 
from  Iridium  for  operating  and  maintaining  the 
Indium  system  for  five  years.  Iridium  has  the  option 
to  extend  this  contract  two  years  for  $1.33  billion. 


to  launch  the  entir-e  system  ( 
schedule,"  says  Motor-ola's  Hilli 
But  the  cost  may  be  big  bucl 
and  family  str-ife. 

Bij  Peter  Ehtrom  in  Chicai 
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American  Century  Investments 

PO.Box4]9200 

Kansas  City,  MO  W141-6200.. 

www  aniencancentur\',  com 


Everybody's  Looking  At  Stars. 
We  Think  You  Should  Look  Deeper. 


Here  are  just  a  few  of  American  Century's  hmds  that  have  received 
Morningstar  ratings  of  4  and  5  stars.  While  we're  proLid  of  these  rat- 
ings, consider  the  tliinking  beliind  the  perfomTance.  At  American 
Century,  you'll  find  we  use  disciplined,  time-tested  inveshnent 
strategies.  We  avoid  the  latest  "fads,"and  strive  to  stay  fLiHy  invest- 
ed throLigli  the  ups  and  douais  of  the  market.  We  use  independent 
research  aiTd  proprietary  software  systems  to  uncover  what  we 
believe  to  be  the  best  opportiuiities.  ]n  addition,  we  use  a  team 
approaclT  instead  of  relying  on  an  individual  "star"  frmd  manager 
We  believe  tliis  gives  us  a  more  consistent  long-temi  iiwestment 
strategy  Om'  unique  approach  has  led  to  strong  performance 
across  a  range  of  investment  choices.  Let  us  put  our  disciplined 
approach  to  work  for  you. 
Invest  in  our  thinking: 


1-800-345-2021 


American 

Century.. 


Morningstar  uses  its  mim  proprietmy  rating  system  to  slum'  historical,  risk-adjusted  performance  as  of  1/31/97.  GNMA  has  a  four  star  10-year  rating  out  of  242.  Viese  ratmgs  may  change 
monthly,  and  thexfre  catailated  from  thefimd's  one-,  three-  and  five-year  (ii'hen  availnble)  average  annual  returns,  over  and  above  '90-day  Treasun/  hill  retimis,  with  an  appropriate  adjustment  for 
fees,  along  with  a  risk  factor  that  slimvs  the  fund  performance  below  the  rehtrns  for  90-day  Treasury  bill  ivhirnf  The  top  10"'.,  of  the  funds  ma  class  received  five  stars;  the  next  22.5%  received 
four  stars:  the  next  35%  recenvd  three  stars  Past  perfoi  mancc  doesnt  gtiaiautce  future  results.  ,American  Century  Investment  Services.  Inc.,  ©1997  American  Century  Services  Corporation. 
Please  ask  for  a  prospectus  with  more  complete  information,  including  charees  and  expenses.  Be  sure  tn  read  it  rarefiillv  liefnre  vnn  invest  n<;«/ 


COMMENTARY 


By  Greg  Burns 


WHAT  PRICE  THE  SNAPPLE  DEBACLE? 


Quaker  Oats  Co.'s  $1.7  billion  pur- 
chase of  Snapple  in  late  1994 
sui'ely  stands  as  one  of  the 
decade's  worst  acquisitions. 
With  Snapple  dragging  it 
down,  Quaker's  stock  stag- 
nated while  the  Dow 
Jones  industrial  average 
moved  up  by  roughly 
70%.  So  now  that  Quak- 
er is  unloading  the  bev- 
erage brand,  should  its 
shareholders  celebrate? 

Mourning  would  be 
more  appropriate.  Like  a 
death  in  the  family,  the 
Snapple  debacle  leaves  be- 
hind a  traumatized  survivor, 
facing  a  difficult  path  to  recovery. 
The  price  Quaker  will  pay  for  its 
soft-drink  misadventui'e  goes  well  be- 
yond the  $1.4  bilhon  in  losses  directly 
associated  with  the  sale  of  Snapple  to 
Triarc  Cos.  for  just  $300  million.  In 
addition,  Quaker  has  absorbed  $100 
million-plus  in  cash  losses  and 
charges  related  to  Snapple.  And  since 
the  deal  damaged  its  balance  sheet, 
Quaker's  credit  rating  has  suffered, 
raising  its  cost  of  capital. 

Another  cost:  Quaker  helped  pay 
for  the  acquisition  by  selling  off  pet- 
food and  candy  businesses  that  gave 
it  a  larger  scale,  steady  earnings,  and 
international  reach.  It  paid  punishing 
capital-gains  taxes  on  those  sales. 
And  its  biggest  divestiture  has 
turned  into  a  vdndfall  for  the  buyer: 
H.J.  Heinz  Co.  has  more  than  dou- 
bled the  operating  profits  of  pet-food 
brands  such  as  Kibbles  'n  Bits  that  it 
bought  fi'om  Quaker  for  $725  million. 
"Heinz  did  phenomenally  well,"  says 
analyst  Nomi  Ghez  of  Goldman, 
Sachs  &  Co.  For  Quaker,  "the  mis- 
take was  double,"  she  says. 
BRAIN  DRAIN.  The  miscalculations 
have  led  to  other  pi'oblems.  The 
Snapple  trauma  knocked  the  wind 
out  of  Quaker's  once  gung  ho  corpo- 
rate cultui-e.  Layoffs  related  to  the 
pet-food  divestitures  sent  a  bunch  of 
talented  managers  packing,  and 
Snapple's  poor  peifoi"mance  claimed 
still  more  casualties.  The  upshot:  a 
severe  brain  drain,  culminating  in 
the  loss  of  Chairman  William  D. 
Smithburg's  onetime  heir  apparent. 


Philip  A.  Marineau,  to  up-and-coming 
Dean  Foods  Co. 

Smithburg's  Snapple  experience 
should  be  a  warning  to  cocksure  ex- 
ecutives. Smithburg  bought  Snapple 
after  a  major  triumph:  building  the 
Gatorade  sports  drink  into  a  billion- 
dollar  brand.  He  wanted  to  repeat 
his  success,  and  that  distracted  him 
and  his  team  from  Snapple's  prob- 
lems. Smithburg  discounted  Snapple's 
woes — onerous  bottler  contracts, 
tired  marketing  progi'ams,  and  a  dis- 
tribution network  unsuited  to  a  na- 
tional brand — and  overestimated  his 
abihty  to  sort  them  out.  Then,  under 
his  management,  tactical  errors  made 
the  worst  of  a  bad  situation. 

The  whole  affair  has  compromised 

NOT  SO  SNAPPY 
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Smithburg's  credibility  and  has 
raised  doubts  about  Quaker's 
long-tenured  board.  While 
Smithburg's  directors  with- 
held his  bonuses  in  1995 
and  '96,  that's  the  only 
pubhc  evidence  of  dis- 
satisfaction. The  boarc 
doubtless  cut  Smith- 
burg slack  because  of 
his  strong  track 
record  in  the  '80s.  Bu 
Quaker  today  needs 
good  judgment  more 
than  ever,  and  Smith- 
burg is  carrying  a  lot  of 
baggage. 
TERRIBLE  BLEMISH."  That 
could  influence  lus  decision-mak- 
ing— in  the  wi-ong  ways.  "He  has  a 
terrible  blemish  on  his  record,"  says 
money-manager  Donald  A.  Yacktman, 
a  Quaker  investor.  "He's  going  to  be 
cautious  and  tempered  by  this."  Al- 
ternatively, he  could  err  in  another 
direction — trying  to  redeem  himself 
with  a  drastic  step  such  as  spinning 
off  the  Gatorade  unit — or  shopping 
the  entire  company.  Either  way,  the 
board  needs  to  become  a  model  of  , 
vigilance.  ; 

For  now,  Smithburg  has  some 
breathing  room.  Investors  are  re- 
lieved to  be  rid  of  Snapple — even  at 
a  bargain-basement  price.  Analysts 
have  duly  noted  that  Quaker  stands 
to  recoup  some  of  its  mammoth  tax 
bill  by  selling  at  a  loss.  First-quarter 
earnings  due  out  in  late  April  should 
be  solid.  Quaker's  U.  S.  Gatorade 
franchise  remains  unassailable.  And 
it  is  gaining  market  share  in  key  cat- 
egories such  as  breakfast  cereal. 

When  Smithburg  faces  sharehold- 
ers at  his  annual  meeting  on  May  14, 
count  on  him  to  emphasize  the  fu- 
ture. If  he  rejects  the  option  of  a 
major  sale  or  spin-off,  however,  the 
most  pressing  issue  facing  the  com- 
pany becomes  succession.  Marineau's 
departure  left  a  vacuum  that  could 
prove  hard  to  fill.  And  as  Quaker 
faces  life  after  Snapple,  it  needs  a 
plan  for  life  after  Smithburg — sooner 
i-ather  than  later. 


Chicago-based  correspondent  Bums 
covers  food  companies. 


TWA  Gives  you  First-Class 

TkEATMENT  FOR  THE  PRICE  OF  COACH. 

(Oh,  and  did  we  mention  a  first-class  seat?) 

When  you  buy  a  tull-tare,  unrestricted  coach  ticket  on 
TWA,  you  get  more  than  just  a  Right.  You  get  the  chance 
to  fly  first  class.  When  you  reserve  your  tull-fare  coach 
ticket  we'll  automatically  confirm  a  Hrst-class  seat  for 
you,  if  one  is  available,  k's  that  simple.  And  its  available 
on  flights  through  St.  Louis  within  the  continental 
United  States,  Honolulu,  Toronto  and  most  nonstop 
flights  to  New  York's  JFK.  Y-First  is  your  best  chance  to 
fly  first  class  for  less.  So  put  yourself  first.  Contact  your 
travel  agent,  or  TWA  at  1-800-221-2000. 

TWA 

TRANS  WORLD  AIRLINES 
We  re  up  To  Something  good.® 

Call  your  travel  anient  or  TWA  at  1-800-2Z1-2000.  Visit  us  online  at  tittp://www.twa.coni 

Y-FIRST  tares  are  only  available  within  North  America  and  the  Caribbean,  and  may  noi  be  available  in  all  markets, 
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THE  INTERNET 


CYBERGIANTS  SEE  THE  FUTURE 
-AND  IT'S  JACK  AND  JILL 

Disney  is  the  latest  to  bet  that  Net  kids  are  where  the  money  is 


Some  simple  math:  When  an  adult 
logs  on  to  an  online  service,  he  or 
she  spends — on  average — an  hour. 
The  average  kid  spends  three.  Today, 
there  are  4.1  million  kids  surfing  the 
Net.  By  2000,  there  will  be  19.2  mil- 
lion. Kids,  who  spent  $307  million  in 
1996  on  online  services,  will  spend  $1.8 
billion  by  2002. 

It  adds  up  to  a  huge  market  oppor- 
tunity for  advertisers  and  online  ser- 
vice companies.  If  the  numbers — esti- 
mates from  market  researcher 
Jupiter  Communications  Co. — are 
right,  the  kiddie  market 
will  be  a  cyber  gold  mine 
in  a  few  years.  And  that's 
why  media  and  Web  giants  are 
scrambling  to  offer  new  kid- 
fi'iendly  sites. 
SAMPLES.  The  king  of  all 
kiddie  media,  Walt  Disney 
Co.,  brought  the  phenom- 
enon into  the  spotlight  on 
Mar  81  when  it  introduced 
Disney's  Daily  Blast. 
The  site,  which  is 
featui'ed  on  the  fast- 
growing  Microsoft  Net- 
work (MSN),  will  have 
games,  stories,  comic 
strips  with  old  and  new 
Disney  cartoon  characters,  and  cun-ent 
events  that  are  tailored  to  preteens. 
The  area  will  be  ft-ee  to  the  1.5  million 
members  of  MSN  during  its  first  two 
years  of  operation,  but  kids  who  surf 
to  the  Net  site  or  other  sei-vices  will 
pay  $4.95  per  month  or  $39.95  per  year. 
"We  think  people  are  going  to  want  to 
pay  for  the  kinds  of  entertainment  we 
can  provide,"  says  Jake  Winebaum, 
president  of  Disney  Online. 

Kids  who  don't  want  to  pay — or  can't 
persuade  their  parents  to  cough  up — 
will  have  plenty  of  other  choices. 
Nickelodeon  last  summer  launched  a 
Web  site  called  Natalie's  Backseat  Ti'av- 
eling  Web  Show.  It  includes  games 
based  on  a  Nickelodeon  character 
named  Natalie.  Nickelodeon  will  try  an- 
other TV  tie-in  with  Kids  Choice,  an 
annual  awards  show  to  be  hosted  by 
Rosie  O'Donnell  this  summer.  Fox 
Broadcasting  Co.  is  also  planning  a  re- 
launch of  its  free  Web  site  for  kids. 


which  is  currently  serving  as  a  promo- 
tional vehicle  for  its  televised  programs 
such  as  Power  Rangers  Zeo. 

There  are  also  ad-supported  Web 
sites  aimed  at  kids.  Yahoo!  Inc.  has  cre- 
ated a  sepai'ate  area  that  lists  and  rates 
kids-only  areas  on  the  Internet.  It's 


PUYGROUNDS 


AMERICA  ONLINE  On  Klds  Only,  kids 
can  search  for  homework  help,  send 
E-mail,  and  hang  out  in  chat  rooms. 
Included  in  $19.95  fee. 
DISNEY  A  new  channel  on  the  Microsoft 
Network,  Daily  Blast,  will  offer  kids 
games,  comics,  and  stories:  $4.95  per 
month  or  $39.95  per  year. 

FOX  TV  www.foxkids.com  Features  Fox 
cartoons  and  kid  shows. 

NICKELODEON  www.nick.com  Natalie's 
Backseat  Traveling  Web  Show  lets  kids 
keep  up  With  the  fictional  character's 
cross-country  move.  Free. 

YAHOO!  www.yahooligans.com  Yahooli- 
gans!,  kid-friendly  Web  sites.  Free. 

DATA  COMPANY  REPORTS,  BUSINESSWEEK 


free,  but  advertisements  are  plas™ 
all  over  it  in  hopes  of  capturing  a 
of  the  estimated  $150  billion  in 
chasing  power  that  children  co 
Robert  McHugh,  senior  producer 
Yahooligans!  area,  says  that  adve" 
there  have  noticed  a  high  " 
through"  rate — meaning  that  kid 
only  see  the  ads  but  click  on  the 
visit  the  advertised  sites. 

Game  makers  take  yet  anothe' 
proach.  Starwave  Corp. — which  is 
forging  closer  ties  with  Disney  ( 
51) — plans  a  renewed  push  for  its 
Infinity  service.  For  $39.95,  kids 
CD-ROM  game  that  connects  them 
Web  site  where  they  and  other 
roam  a  virtual  castle  to  save  dinos 
Castle  Infinity  has  slightly  fewer 
10,000  subscribers,  but 
company  says  it  offer 
two  online  activ 
that  kids  crave 
games  and  kid-t 
chat. 

HELP.    The  cur 

leader  in  online 

vices  for 
•     dren  is  A 
ca  Onhne 
Since  1994, 
company 
offered  a 
Only  area  fea 
ing  homework  h 
games,  and  onhne  m 
zines  as  well  as  the  usual 
fare  of  software,  games,  and  c 
rooms.  Included  as  part  of 
$19.95  monthly  service, 
area  gets  about  1  mill 

 8-  to  12-year-old  visit 

monthly.  Disney  gave  aol  first  cracl 
hosting  Daily  Blast.  But,  says  I 
Jennings,  vice-president  for  progr; 
ming  for  AOL  networks,  "we  felt  we 
a  good  mix  already."  aol  still  has  p; 
nerships  with  other  media  giants  s 
as  Disney  rival  Viacom  Inc.'s  Nicl 
odeon  unit,  for  other  offerings,  s 
Jennings. 

Not  everyone  is  rushing  to  re 
kids  online.  Profits  are  still  ye 
away — and  that's  too  long  a  wait 
some  companies.    Richardson  (Te 
software  maker  7th  Level  Inc.  recen 
shelved  its  plans  for  Kids'  World, 
online  service  that  would  have  conne, 
ed  children   to  each  other  in  a  virt' 
world  filled  with  characters  from 
CD-ROMS.  Given  the  number  of  com] 
nies  jumping  into  the  kiddie  cybersps 
market,  though,  expect  one  of  them 
land  on  Kids'  World  soon. 

By  Paul  M.  Eng  in  New  York,  w 
bureau  reports 
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~~  Has  tKe  worlJ  tecome  less  interestins? 


OrK 


ave  you 


? 


Of 

course,  the  world  wasn't  new  then.  You  just  looked  at  it  that  way.  And  each  time  you  step 
into  a  Hyatt  hotel  or  resort,  you  II  fuui  you  still  can. 

All  it  takes  is  a  small,  unexpected  jolt  of  delight — like  the  rich  fragrance  of  lemon  ginger 
■^r^MBKSKBOS  prawns,  prepared  by  a  chef  who  picks  her  ingredients  fresh  from 

our  gardens.  Or  the  sight  of  a  magnificently  beaded  Thai  wedding 
jacket  in  our  lobby.  Or  a  rooftop  view  of  the  stars  that  reawakens 
the  sense  of  wonder  you  thought  perhaps  you'd  lost. 

When  you  stay  with  the  people  of  Hyatt,  you'll  discover  a  place 
that  opens  your  eyes.  And  your  miiui.  So  business  meetings  are  more 
productive.  And  your  whole  trip  becomes  more  interesting.  Or  maybe  it's  just  you. 

For  reservations,  contact  your  travel  planner  or  call 
Hyatt  at  1-800-233-1234. 


AT  T 


HOTELS  &  R 


 Feel  the  Hyatt  Toiiclf  

HviUl  Hotels  and  Resorts"^  encompasses  holds  niannged.  franchised.  or  operated  by  two  separate  groups  of  companies -Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  hilcntaiional  Corporation  '0/997  Hyail  Corp. 


,  AfaT     Hyatt  is  proud  to  offer  AT&T  Long  Distance  Sei-vice  for  all  your  AT&T  Calling  Card, 
AT&T  Universal  Card  and  operator-assisted  calls  at  most  locations. 


News:  Analysis  &  Commentary 


MEDIA 


THE  BROADCAST 
WINNERS  ARE... 

Who  the  Supreme  Court's 
"must-carry"  rule  helps  most 

For  Lowell  "Bud"  Paxson,  chairman 
and  chief  executive  of  Paxson  Com- 
munications Corp.,  it  was  a  Su- 
preme Couil  decision  worth  celebrating. 
The  night  after  the  high  court  upheld 
so-called  must-carry  broadcast  rules  on 
Mar.  31,  Paxson,  who  controls  49  inde- 
pendent television  stations,  rented  a 
ballroom  at  the  posh  Four  Seasons  Ho- 
tel in  New  York,  hired  a  band,  and  flew 
in  from  Florida  to  party  with  150 
broadcasters  and  programmers.  "I'm 
the  happiest  man  in  America,"  he  says 
with  a  laugh. 

Paxson  has  plenty  of  company.  The 
Supreme  Court's  decision — a  stunning 
reversal  of  what  experts  had  expect- 
ed— upheld  a  provision  of  a  1992  cable 
law  that  requires  cable  operators  to 
carry  local  broadcast  stations.  That's 
good  for  the  big  networks.  But  for 
smaller  fry,  such  as  Paxson  and  Barry 
Diller's  HSN  Inc. — as  well  as  fledgling 


broadcast  networks  such  as  I'PX,  a  joint 
venture  of  Viacom  and  Chris-Craft  In- 
dustries, and  Time  Warner's  WB — it's  a 
spectacular  victory.  Without  the  rule, 
these  smaller  operators  could  have  seen 
their  signals  bumped.  It's  also  a  big  re- 
lief to  the  nation's  351  public  television 
stations,  which  will  now  be  guaranteed 
cable  slots. 

BOLDER  STRATEGIES.  No  sooner  did  the 
ruling  come  down  than  Paxson's  stock 
soared  19%,  to  lO'/u  Gabelli  &  Co.  ana- 
lyst Laura  Salerno  Linehan  predicts 
that  Paxson's  annual  revenues,  $165 
million  in  1996,  could  jump  by  $70  mil- 
lion over  the  next  year. 

With  the  must-carry  ruUng  in  place, 
Paxson  can  now  undertake  much  bolder 
gi'owth  strategies.  Today,  his  stations, 
which  reach  nearly  64%  of  U.  S.  house- 


DILLER'S  HSN:  Rel  ief  at  puhlu  < 
stations,  UPN,  and  the  WB,  toe 

holds,  mostly  carry  infomereii. 
But  Paxson  says  the  compan;^ 
talking  to  mo\ie  studios,  syndi- 
tors,  and  cable  and  broadcast  i> 
works  about  buying  new  progr:',i 
ming.  Paxson  could  also  sell 
stations,  which  are  now  instary 
more  valuable,  though  he  says:e 
isn't  interested  in  doing  so.  I 
Diller,  on  the  other  hand,  p 
concrete  plans  for  developing  s 
collection  of  stations.  His  team  has  l(j 
been  hoping  to  move  away  from  hoi- 
shopping  progi'ams  on  hsn's  12  bro  - 
cast  outlets  and  instead  launch  shcs 
focusing  on  local  news,  personaliti,, 
and  culture.  Says  Doug  Binzak,  exe- 
tive  vice-president  for  Silver  King  Cc  - 
munications  Inc.,  hsn's  broadcast  ui,: 
"It's  like  ending  up  with  a  beachfrct 
lot.  And  we  can  build  whatever  hoiV 
we  want." 

Must-carry  could  also  turn  out  to' 
a  key  factor  in  the  looming  battle 
Rupert  Murdoch's  News  Corp.,  whi 
could  be  forced  to  carry  all  local  eh;l- 
nels  on  its  new  sateUite  system.  M- 
doch  would  be  likely  to  fight  that.  It 
for  now,  small  broadcasters  have  reasi 
to  celebrate. 

By  Amy  Barrett  in  Washingm 


RETAILING 


MOM  AND  POP 
FIGHT  BACK 

Hardware  co-ops  merge  to 
battle  giants  like  Home  Depot 

Curt  Madson's  family  has  operated 
the  Coast  to  Coast  hardware  store 
in  Barron,  Wis.,  for  20  years.  The 
3,000  residents  are  used  to  friendly  ser- 
vice and  a  selection  of  14,000  items, 
from  snowblowers  to  drill  bits.  But 
many  residents  now  drive  an  hour  to 
the  outskirts  of  Minneapolis  to  find  bar- 
gains at  Home  Depot.  "They  buy  grills 
by  the  trailer  load,"  says  Madson.  "I 
buy  them  by  the  single  unit." 

Eager  to  even  the  odds,  Madson 
joined  Coast  to  Coast  hardware-store 
owners  around  the  nation  voting  for  the 
merger  of  the  No.  2  and  No.  3  nonprofit 
hardware  cooperative  buying  groups, 
which  was  officially  approved  on  Apr.  1. 
The  marriage  of  ServiStar  Coast  to 
Coast  Corp.  and  Cotter  &  Co.,  whole- 
saler to  the  Tme  Value  chain,  creates  a 


$4.5  billion  colossus  that  gives  10,500  in- 
dependent hardware  stores  more  heft  to 
compete  with  the  so-called  big-box  stores. 

The  expanding  co-ops  may  be  the  last 
chance  for-  stores  such  as  Madson's.  The 
National  Retail  Hardware  Assn.  says 
sales  at  independent  haixlwai'e  stores  vnll 
gi'ow  3.5%  annually  over  the  next  five 
yeai"s,  while  supei-store 
sales  will  climb  more 
than  5%.  SemStai-  (;;e(  > 
Paul  E.  Pentz  hopes  to 
change  that  by  giving 
his  members  new  buy- 
ing clout.  As  president 
of  TruServe,  the 
merged  co-op,  Pentz 
hopes  to  reduce  annual 
purchasing  costs  by 
10%.,  or  $50  million, 
through  such  econo- 
mies as  cutting  the 
number  of  distribution 
centers  from  23  to  18. 

Those  savings  wil 
translate  into  lowei 
prices  for  the  Mom 
and  Pops.  But  that 
may  not  be  enough  in 
the  long  run.  "Joining 
forces  is  a  step  in  the 


TICKING  CLOCK:  The  merger  may 
he  the  small  stores'  last  chance 


right  direction,"  says  Asma  Usmani,  i 
analyst  at  brokerage  Edward  D.  Jon.. 
But,  she  adds,  "the  big-box  retailers  s 
the  ones  that  are  picking  up  maris 
share."  The  512-store  leader.  Home  Iri 
pot  Inc.,  continues  to  expand  rapidly.!; 
had  1996  i-evenues  of  $19.5  billion — ne^ 
ly  as  much  as  all  the  Mom  and  Pci 
combined.  And  it  vi 
add  111  stores  tl 
year,  says  presidel 
Arthiu-  M.  Blank.  N(| 
Lowe's  Cos.  plans 
open  more  than  2 
new  stores  to  rea 
600  by  2000.  In  ad 
tion  to  the  growi 
big-box  store  thre( 
the  TinSei"ve  memb(f) 
will  also  be  fighting 
share  with  shops  tl 
are  aligned  with  A 
Hardware  Corp.,  1 
now  the  No.  1  co-(| 
All  in  all,  it's  a  gr 
outlook  for  that  hom 
hardware  store  arou 
the  corner. 

By  Susan  Jacks 
and  Tim  Smart 
New  Haven 
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what's  the  difference 
between  RPS  and  UPS? 


One  letter. 

Plus  a  \\liole  new  way  of  doing  business. 


As  the  fastest-growing  small-package  carrier  in  history, 
RPS  gives  you  choices. 
Like  deliveiy  to  eveiy  business  in  North  America, 
h-ee  en  route  tracing  (even  on  the  Internet!), 
and  shipping  sendees  that  really  do  save  time  and  money. 
So  whether  you  ship  packages 
or  receive  them  —  10  a  day  or  10,000  — 
one  letter  does  make  a  world  of  difference. 


RPS.  Delivering  more  than  your  package. 


1-800-ROADPAK"  (762-3725) 
www .  shiprps .  com 


lonkey 
your 

How  to  find 
the  vendor 
with  more 
Microsoft 
Exchange 
experienjce 
than  anybody. 
Anybody. 


Together,  DIGITAL  and  Microsoft® 
have  won  over  750,000  Microsoft 
Exchange  seats  in  less  than  a  year 
since  the  introduction  of  Microsoft 
Exchange  Server.  Impressive  num- 
bers, we  agree,  but  more  important, 
made  possible  by  DIGITAL'S  real- 
world  Windows  NT*  solutions  imple- 
mentation experience.  Plus  a  broad 
alliance  with  Microsoft  that's  built 
on  a  relationship  that's  over  a 
decade  long.  DIGITAL  has  been 
close  to  Windows  NT  since  its  very 
inception,  and  is  leading  the  way  in 
64-bit  computing  for  the  next 
generation  of  Windows  NT.  We  cur- 
rently offer  the  industry's  most 
extensive  line  of  Windows  NT  hard- 
ware, software  and  solutions,  across 
both  Intel®  and  Alpha  platforms. 
But  what  matters  most  in  a  large 
Exchange  rollout  is  making  it 
all  work.  DIGITAL  has  more  trained 
and  certified  Windows  NT  experts 
than  any  other  Microsoft 


MBcroson 


partner.  All  of  which  goes  to 
show,  when  it  comes  to 


  Microsoft  Exchange  and 

A  L  L  I  A  M  C  1  Windows  NT,  nobody  has 
FOR  ENTERPRISE  COMPUTING       „-,o,.e  experience  than 

DIGITAL.  Nobody.  For  more 
information,  call  1-800-DIGITAL,  or 
visit  www.alliance.digital.com. 


You're  in  business 
to  be  the  best..* 


ou  re  In  Business. 


\(iur  woiiJ  re\'ol\-c's  arcuinJ  sLicceeJiny.  Sci  SLirrountl  yourselt 
with  the  wdikhclaNs  tL-chnoloLiy  and  rchahihty  ot  Toshiha.  Then, 
you'll  know  you've  yot  what  it  takes  -  inckiJini^  the  Toshiha  Quality 
C  "omniitmeiit  -  a  s^uarantee  that  says  the  hest  will  he  there  tor  you, 
come  what  may.  'With  Toshiha  Copiers  and  Fax,  you're  in  husiness. 
(Connect  with  the  Toshiha  authorized  dealer  nearest  you.  Call 
1  -800-GO-TOSHIRA  or  visit  our  Wehsite;  http://copier.toshiha.eom 
I  It  httii://tax. toshiha. com 

In  Touch  with  Tomorrow 

TOSHIBA 

copn:RS  ♦  FAX 


1  Business  This  Week 


FED  BY  KELLEY  HOLLAND 


A  TEXAS  BARBECUE 
OF  KAISER? 


HEADLINER:  PRINCE  ALWALEED 


APPLE'S  PRINCE  CHARMING 


After  shunning  high-tech 
stocks  during  their  years 
of  white-hot  growth,  Saudi 
Prince  Alwaleed  bin 
Talal  bin  Abdulaziz 
al  Saud  has  taken 
an  interest  in 
Apple  Comput- 
er. On  Apr.  1, 
he  announced 
that  he  had  qui- 
etly bought  $115 
million  of  Apple 
stock  over  the  pre- 
ceding month,  giving  him  a 
5%-plus  stake.  He  indicates 
he  may  buy  more,  too. 

The  prince  has  done 
very  well  with  out-of-favor 
companies:  He  has  made 
over  $3  billion  on  Citicorp 
shares  bought  in  1991,  and 
stakes  in  Euro  Disney  and 
Canary  Wharf  have  paid 
off  big.  He  may  already  be 


ahead  on  Apple:  On  Mar. 
27,  Oracle  ceo  Larry  Elli- 
son told  a  newspaper  he 
was  mulling  a  bid  for 
the  company.  That 
sent  Apple  stock 
up  r/s  to  18%. 
Alwaleed  says 
the  two  billion- 
aires have  not 
talked,  but  he 
notes,  "Ellison  is 
'^^^    respected,  and  I 

admire  him.  But 
when  I  began  picking  up 
Apple,  I  didn't  even  know 
he  was  going  to  bid." 

The  prince,  40,  is  typi- 
cally a  passive  investor. 
And  as  part-owner  of  the 
Four  Seasons  hotel  chain, 
he's  busy  building  hotels  in 
nearly  a  dozen  Arab  cities. 

By  Peter  Burroivs  and 
John  Rossant 


DOW  AND  GE  PLAY 
CLOAK-AND-DAGGER 


EN  YOU  WISH 
IN  A  STARWAVE 

M  IN  DOUBT,  BUY  'EM  OUT. 

I  Rupert  Murdoch  and 
rs  eyeing  investments  in 
-net  ventures,  Walt  Dis- 
has  decided  to  go  fb'st. 
ey  is  buying  into  Paul 
I's  Starwave  in  a  deal 
could  give  the  entertain- 
;  conglomerate  full  con- 
3f  the  new-media  content 
)any  that  runs  nine 
;s-  and  entertainment-re- 
Web  sites.  Paying  an  es- 
Ded  $10  million,  Disney  is 
fig  about  a  5%  stake  in 
vave,  with  options  to  buy 
Allen's  controlling  stake 
in  five  years.  Disney  will 
take  over  Stai"wave's  op- 
ens and  control  the  sev- 
erson  board.  The  two 
lanies  are  already  in  busi- 


CLOSING  BELL 


BAD  KARMA 

founders  named  Shiva  for 
Hindu  god  of  destruction 

rebirth.  They  could  use  a 
of  the  latter.  On  Mar.  31, 
/a  warned  that  for  the 
ond  quarter  in  a  row  it  will 
t  a  "substantial  operating 
;."  It  blames  fallmg  prices 
remote  access  gear  and  a 
:e-down  of  outdated 
jems.  Shiva  shares  fell  25% 
he  news — despite  reports 
t  Shiva's  partner,  Nortel,  will 

royalties  for  Shiva  technol- 
,  Some  investors  fear  the 
ipany  may  not  remain 
^pendent.  Shiva  says  it 

no  plans  to  get  hitched. 


STOCK  PRICE 
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ness  together:  Starwave  and 
Disney's  espn  unit  jointly  cre- 
ated ESPNET  SpoitsZone.  Dis- 
ney's ABC  imit  is  also  in  league 
with  Starwave:  Along  with 
Ameiica  Online  and  Netscape 
Communications,  they're  plan- 
ning to  launch  ABCNEWS.com, 
a  24-hoiu'  news  service. 


KAISER  PERMANENTE,  ONE  OF 

the  nation's  largest  health- 
maintenance  organizations, 
could  soon  face  a  crackdown  in 
Texas,  where  it  has  about 
130,000  members.  Attorney 
General  Dan  Morales  says 
there  are  "sufficient  grounds" 
for  revoking  the  HMO's  license. 
A  Texas  Insurance  Dept.  re- 
port ciitical  of  the  hmo's  care 
was  recently  sealed  after 
Kaiser  won  a  state  court  or- 
der. But  a  state  insurance  of- 
ficial testified  on  Apr.  1  that 
state  auditors  are  alanned  by 
complaints  the  agency  has  re- 
ceived about  Kaiser's  emer- 
gency care  and  the  number  of 
wrongful-death  suits  against 
the  HMO.  Kaiser  calls  the  sealed 
report  "veiy  shoddy." 


THE    RETURN    TO  HEALTHY 

gi'owth  and  robust  profits  is 
still  not  happening  at  Digital 
Ecjuipment.  Analysts  now  say 
earnings  for  the  cjuarter  just 
ended  should  be  just  $37  mil- 
hon,  a  70%  drop  from  a  year 
ago,  signaling  Digital's  third 
lackluster  ciuarter  in  a  row. 
Revenue  should  come  in 
around  $3.3  billion,  dovra  9% 
from  a  yeai-  ago.  The  company 
is  trying  yet  another  reorga- 
nization. Bruce  Claflin  will 
now  head  up  a  streamlined 
sales  and  marketing  organiza- 
tion. But  meanwhile,  sales  of 
Digital's  Alpha  computers  are 
hmping  along  at  single-digit 
growth  rates,  despite  dis- 
coimts  that  ai"e  hmting  profits, 
I  distiibutors  say. 


it's  spy  vs.  spy  in  THE  AUTO 

biz  again.  Just  three  months 
after  General  Motors  and 
Volkswagen  reached  a  $1.1 
billion  settlement  of  their  es- 
pionage dispute,  Dow  Chemi- 
cal is  suing  General  Electric 
over  alleged  theft  of  trade  se- 
crets. In  a  suit  filed  on  Apr.  1, 
Dow  says  GE  ku'ed  away  Dow 
employees  to  get  at  the 
chemical  giant's  auto-technol- 
ogy and  engineering-plastics 
trade  secrets.  Nonsense,  says 
a  GE  spokesman.  Nonetheless, 
Circuit  Couit  Judge  Edward 
Sosnick  is  ordering  ge  to  re- 
turn any  Dow  documents  it 
may  have  obtained  from  for- 
mer Dow  employees. 


AMERICA  ONLINE  SHARES  GOT 

a  boost  on  Apr.  1  when  spec- 
ulation arose  that  the  compa- 


ny may  be  weighing  a  bid  for 
rival  CompuSei-ve.  aol's  stock 
was  up  7.6%,  to  $45.75,  while 
CompuServe  shares  jumped 
12%',  to  $11.  AOL  dechned  to 
comment.  CompuServe  said 
the  company  is  in  "external 
discussions"  regarding  a  deal. 
Buying  CompuServe  would 
add  much-needed  network  ca- 
pacity to  aol's  strained  sys- 
tem. Still,  there  could  be  big 
hurdles  to  any  deal,  not  least 
the  difficulty  of  combining  the 
two  companies'  networks  and 
customer  bases. 

ETCETERA. .. 

■  SBC  Communications  com- 
pleted its  $17  billion  merger 
with  Pacific  Telesis. 
B  Peter  Barton,  head  of  TCi's 
Liberty  Media  unit,  is  leav- 
ing the  company. 
m  The  fcc  auctioned  radio 
licenses  for  $173  million  to  CD 
Radio  and  American  Mobile. 
m  No  hurry:  Federal  Express 
has  a  new,  lower-cost,  three- 
day  service. 


ANOTHER  REORG 
AT  DIGITAL 


AOL  MAY  BE  WOOING 
COMPUSERVE 
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International  Business 


BRITAIN 


BRITAINS 
BOOM 


On  the  eve  of 
national  elections, 
Britain  is  on  a  roll. 
Will  it  last? 


In  the  London  village  of  Belsize  Park 
stands  the  shell  of  a  former  church 
known  as  Lyndhurst  Hall.  Built  in 
1884  at  the'  height  of  the  British 
Empire,  it  once  housed  a  missionary 
school  linked  to  legendary  explorer  Dr. 
David  Livingstone.  But  as  its  congre- 
gation shrank,  the  structure  fell  into 
disrepair  and  was  abandoned.  Then,  a 
gi'oup  led  by  Beatles  producer  George 
Martin  and  backed  by  Japan's  Pioneer 
Electronic  Corp.  spent  $25  million  to 
transfoi'm  the  relic  into  Air  Studios,  a 
world-class  temple  of  sound  at  the  cen- 
ter of  Britain's  $4  billion  music  industiy. 

The  old  church  is  a  fitting  symbol  of 
Britain's  resurgence  from  economic  de- 
cline. After  almost  two  decades  of  re- 
stincturing,  Britain  is  back.  Its  3%-plus 
annual  gross  domestic  product  growth 
and  2.5%  inflation  are  the  envy  of  neigh- 
bors across  the  Channel.  Its  financial 
sector  accounts  for  19%  of  CDf,  and  the 
service  economy  is  a  job  machine,  push- 
ing unemployment  to  6.2%-,  half  that  of 
France  and  a  third  less 
than  GeiTTiany's.  "If  you 
compare  [Britain] 
against  Europe,  it  is  do- 
ing well  in  all  measui'es: 
growth,  competitive- 
ness, and  unemploy- 
ment," says  Bince  Kas- 
man  of  J. P.  Morgan  & 
Co.  in  London. 

Such  is  the  economic 
legacy  of  18  years  of 
Conservative  Party 
imle.  If  his  roughly  20- 
point  lead  in  the  polls 


is  to  be  beheved.  Labor  Party  leader 
Tony  Blair  will  inherit  Britain's  boom 
as  his  party  sweeps  to  victory  in  gen- 
eral elections  on  May  1.  Oddly,  the  To- 
ries under  Jolui  Major  have  been  imable 
to  capitalize  on  the  economic  recovery. 
Blair  is  ahead  because  there  is  a  wide- 
spread sense  that,  after  their  long 
tenure,  the  ruling  Conservatives  have 
grown  tired,  increasingly  ideological,  and 
somewhat  sleazy.  Hardly  a  week  i)asses 
without  a  Tory  member  of  Parliament 
being  accused  of  sexual  or  financial  pec- 
cadilloes. "The  Tories  lack  direction  and 
purpose,"  said  Rupert  Murdoch's  San 
newspaper,  endorsing  Blair  on  Mar.  18. 
"The  country  is  sick  and  tilled  of  them." 
CENTRIST.  The  big  question  is  whether 
Blair  will  reverse  Consei-vative  refonns. 
A  Tory  poster  warns:  "Britain  is  boom- 
ing. Don't  let  Labor  blow  it."  Although 
Blair  is  finessing  his  agenda  to  hang  on 
to  his  supporters,  the  likelihood  is  that 
he  won't  tampei'  with  his  predecessors' 
economic  policies.  He  has  worked  too 
hard  to  get  where  he  is  now. 

Already,  the  43-year-old  has  proved 
himself  a  skilled  leader.  He  has  done  a 
masterful  job  at  making  Labor,  long  un- 
electable,  an  acceptable  centrist  alter- 
native. He  has  lar-gely  uncoupled  the 
parly  fr'om  the  unions,  themselves  far' 
less  threatening  than  they  wer-e  a 
decade  or  two  ago.  Labor  won't  r'oll 
back  privatizations,  incr-ease  income  tax- 


BORN  AGAIN:  A 

cluircli  from  days 
of  Empire  is  now 
a  recording  hall 


es,  or  let  goverj 
rnent  spending 
out  of  control,  Blij 
vows.  "The  mo 
cautious  you  ci 
be,  the  better-,"  says  a  Blair  adviser. 

Blair's  vision  for  Britain  is  much  11! 
Bill  Clinton's  for  America.  He  wanli  tlie 
Britain  to  be  a  global  leader  in  the  big 
tech  age.  He  talks  a  good  game  abosesjj 
partner'sliips  with  business,  the  need  f 
lifelong  training,  and  for  making  su_t||f 
the  have-nots  have  access  to  infomratw 
technology'.  He  is  pledging  money  to  ii  ijj^t  ] 
pr'ove  primary  schools  and  will  probab 
offer  tax  incentives  for  investment. 

Beyond  that.  Blair  is  careful  at 
making  commitments.  He  is  determiiK  jf  j 
not  to  make  pr-omises  he  can't  keep.  I:  [, 
wants  to  avoid  being  tarred  as  a  ta: 
and-spender  Sound  economic  manag  ^^^^ 
ment  would  also  give  Blair  the  chan(  ,^ 
to  carry  out  dr'eam  projects  in  a  secorj, 
ter-m. 

On  the  other-  hand,  Blair-  is  sure  1 1 
soften  some  of  Thatcherism's  jaggejjjj^ 


GROWTH  IS 
STEADY... 


...BUSINESS  INVESTMENT 
IS  HEALTHY... 


...AND  THE  ECONOMY  IS 
BECOMING  MORE  PRODUCTIVE 


les  of 


93  '94 
PERCENT  CHANGE 


'96*  '97* 
EUROSTAT  FORECAST 


■94         '95         '96  '97 
A  PERCENT  CHANGE 

DATA:  OFFICE  OF  NATIONAL  STATISTICS.  OECO,  EUROSTAT 
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,.  His  most  controvei-sial  proposal  is 
idfall-profits  tax  of  up  to  $8  billion 
ivatized  utilities.  The  money  would 
a  jobs  pi'ogi'am  to  get  250,000  peo- 
f  welfare.  Labor  would  introduce  a 
lum  wage.  And  Blair  is  pledging  to 
gthen  the  unions'  hand  at  the  bar- 
ng  table  with  employers. 
11,  there  is  no  question  of  going 
to  the  bad  old  days.  Using  such 
>es  as  "fiscal  prudence,"  Blair  sees 
ask  as  building  on — not  disman- 
— the  revolution  launched  by  for- 

Prime  Minister 
aret  Thatcher.  In 
sense,  Blair  could 

lock  in  Labor 
ng  for  Tory  free- 
et  gains,  much  as 
on  has  sold  the 
es  of  shrinking 
rnment  to  U.S. 
acrats. 

)w  does  Blair's 
e  play  with  busi- 
leaders?  Most  ex- 
/es  are  staying  on 
ince  between  Labor  and  the  Tories, 
behind  the  scenes.  Labor  officials 
been  meeting  with  corporate 
5,  who  seem  relaxed  about  the  elec- 
.  Whoever  wins,  says  Adair  Turner 
3  Confederation  of  British  Industiy, 
;  should  be  "a  few  [more]  years  of 
.0  3%  growth  with  low  inflation, 
is  an  environment  business  likes." 
fact,  if  Labor  wins  on  May  1,  Blair 
have  to  pour  cold  water  on  the 
amy,  which  could  overheat  thanks 
e  Tories'  loose  monetary  and  fiscal 
ies.  Champagne  sales  have  hit  a 


sLx-year  liigh  as  the  Tories  have  tried  to 
create  a  "feel-good"  factor  to  improve 
theii-  election  chances.  Blair  may  have  to 
ratchet  up  interest  rates,  while  hikes 
in  taxes  other  than  those  on  personal  in- 
come are  also  possible,  no  matter  who 
wins.  That  could  cool  the  stock  market 
and  hold  gi'owth  down  to  2.5%  in  1998. 

Even  if  Blair  has  to  brake  the  econo- 
my a  bit,  he  will  need  to  be  careful  lest 
he  damage  Britain's  thriving  corporate 
sector.  Its  large  companies  now  rank  as 
world-beaters  in  key  gi'owth  industries 


MAJOR  Despite  the 
hot  economy,  the 
Tories  trail  by  20 
points  in  the  polls 


CHALLENGER  BLAIR:  If  Labor 
sweeps  to  victory,  it  is  unlikely  to 
(liAnicnitle  Thatcherite  reforms 


LABOUR'S 
FIVE  YEAR  PLEDGE. 

NO  INCREASE  IN 
INCOME  TAX  RATES. 


I 


such  as  finance,  air  travel,  telecommu- 
nications, and  phaiTnaceuticals.  They  are 
moving  aggi'essively  into  overseas  mar- 
kets and  attracting  management  talent 
ft'om  the  U.S.,  Asia,  and  the  Continent. 
Investment  has  poured  in  from  abi'oad, 
too,  boosting  productivity. 

Although  critics  charge  that  Britain's 
economic  success  is  due  mostly  to  its 
low  wage  rates,  the  fact  is  the  coiporate 
sector  is  in  fighting  trim  after  massive 
shakeups  under  the  Tories.  Britain  has 
19  of  Europe's  50  biggest  corporations 
and  the  largest  corps  of  global  compa- 
nies after  the  U.S.  and  Japan.  The  mar- 
ket capitalization  of  companies  on  the 
London  Stock  Exchange  is  .$1.7  trillion. 
Only  the  LI.S.  and  Japan  have  larger 
market  caps.  Blair  doesn't  want  to  slow 
Britain's  global  giants  down. 
"GOLDEN  EGG."  One  testing  ground 
could  be  the  City  of  London.  A  few 
months  ago,  Labor  threatened  to  slap 
the  City  with  new  regulations,  including 
restrictions  on  takeovers.  Last  year, 
London  investment  banks  brought  in  a 
record  $1.8  billion  in  fees  for  mergers. 
But  recently,  Labor  has  reassiu'ed  the  fi- 
nancial community  that  "it  doesn't  want 
to  kill  the  goose  that  lays  the  golden 
egg,"  says  a  senior  banker. 

On  the  eve  of  the  election,  what  can 
be  seen  in  Britain  is  a  three-tiered  econ- 
omy: accelerating  highfliers,  decently 
paying  global  manufacturers,  and  mar- 
ginal, low-paying  companies.  The  hottest 
gi-owth  is  coming  from  strong,  home- 
gi'own  industries  such  as  finance,  me- 
dia, and  pharmaceuti- 
cals, where  giants  such 
as  Glaxo  Wellcome, 
SmithKhne  Beecham, 
and  Zeneca  Group 
spend  billions  each 
year  on  reseaix-h  and 
development.  But 
these  industries  don't 
offer  enough  jobs  to 
keep  everyone  em- 
ployed. So  Britain 
must  continue  to  at- 
tract foreign  capital  to 
put  people  to  work — especially  in  tradi- 
tional manufacturing  regions.  Blair  is 
likely  to  make  this  a  priority. 

Still,  not  a  few  European  leaders 
would  long  to  be  in  the  shoes  of  the 
next  Prime  Minister.  Britain's  political 
leaders  have  paid  the  price  for  econom- 
ic change  that  their  Continental  coun- 
terparts are  still  resisting.  Despite  the 
cyclical  ups  and  downs  that  are  sure  to 
come,  Britain's  economic  outlook  is  more 
hopeful  than  it  has  been  in  30  years. 

By  Stanley  Reed  and  Julia  Flynn, 
with  Heidi  Dawley,  i)t  London 
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JAPAN 


UNLOCKING 
JAPAN-AT  UST? 

It's  no  stampede,  but  foreign  investment  is  on  the  rise 


Stay  away.  For  years,  that  has 
been  the  world's  perception  of 
.Jai)an's  policy  on  outside  invest- 
ment. Critics  in  the  U.  S.  and 
Europe  said  the  Japanese  government 
barred  the  way  to  any  foreign  compa- 
nies that  wanted  stakes  in  Japanese 
corporations  or  Japanese  facilities  of 
their  own.  There  have  always  been  ex- 
ceptions, of  course,  and  the  Japanese 
love  to  point  to  IBM  in  Japan  or  the 
McDonald's  Corp.  outlets  that  have 
sprouted  in  Tokyo.  But  the  feeling  of 
not  being  welcome  has  been  largely 
warranted.  In  1995,  for  example,  for- 
eign direct  investment  in  Japan  was  a 
mere  $3.1  billion.  Compare  that  with 
the  $68  billion  in  investments  that  for- 
eigners made  in  the  U.  S.  last  year, 


and  you  see  what  a  fortress  Japan 
has  been. 

Yet  there  are  signs  that  the  door  is 
opening.  Although  not  all  the  numbers 
are  in,  it  seems  overall  foreign  invest- 
ment in  Japan  may  have  jumped  more 
than  50%  in  1996.  Just  in  mergers  and 
acquisitions,  foreigners  did  $2.5  billion 
worth  of  deals  in  1996,  well  ahead  of 
1995's  .$585  million,  according  to  KPM(j 
Coiporate  Finance  &  Management  Con- 
sulting. The  deals  involve  big  names, 
too — food-processing  plants  by  Dole 
Food,  Glaxo  Wellcome's  full  acquisition 
of  its  local  joint  venture,  and  moves  by 
( IE  Capital  to  get  into  consumer  finance 
(table). 

The  spuit  of  activity  undercuts  the 
faddish  notion  that  foreign  companies 


sit 


are  bypassing 
Japan  to  invest  in 
seemingly  more  promising  '^1 
Asian  markets.  If  the  money  keeps 
coming  in,  Japan's  reputation  as  a  rou} 
place  to  invest  could  start  changing.  , 
Tr-ue,  this  is  no  tidal  wave.  A  rece: 
paper  by  the  American  Chamber 
Commerce  enumerates  a  host  of  r 
maining  obstacles  to  investing  in  Japa 
But  there's  no  denying  that  son 
13rogi"ess  is  being  made,  and  for  go( 
reason.  "Foreign  companies  should  gi 


56  BUSINESS  WEEK  /  APRIL  14,  1997 


lUS  about  increasing  their  stake  in 
Japanese  economy,"  says  Jesper 
vice-president  and  head  of  research 
P.  Moi-gan  Securities  Asia  Ltd.  in 
0.  For  one  thing,  there  are  signs  of 
30und  in  the  long  moribund  econo- 
which  grew  by  3.6%  last  year.  As 
world's  second-largest  economy, 
n  boasts  per  capita  pm-chasing  pow- 
most  twice  that  of  Hong  Kong  and 
mes  that  of  China. 
iRDABILITY.  What's  more,  the  weak- 
g  yen,  combined  with  plunges  in 
estate  and  stock  prices,  are 
ng  Japanese  assets  much  more 
dable.  Commercial  land  prices 
ikyo  have  plunged  from  a  peak 
lOut  .$285,000  per  square  meter 
190  to  about  $57,000  now.  Last 
th.  Pacific  Century  Group, 


and  boasts  among  the  lowest  delin- 
quency rates. 

The  investment  action  isn't  limited 
to  the  big  boys.  Last  year,  Menlo  Park 
(Calif.)  software  designer  Intuit  Inc. 
paid  $52  million  in  stock  for  Milkyway,  a 
financial  software  specialist.  Then,  in 
February,  Intuit  put  up  an  additional 
$39  milHon  to  acquire  Nihon  Mikon  Co., 
which  sells  small-business  accounting 
software. 

The  Milkyway  and  Nihon  Mikon  sell- 
offs  represent  a  new  trend  at  small 


DOING  DEALS  IN  JAPAN 

GLAXO  WELLCOME  Buys  remaining  50%  of 
Nippon  Glaxo  affiliate  for  $537  million 

FORD  Picks  up  an  additional  9%  of  Mazda  for 


ed  by  the  son  of  Hong  Kong    f^A^i^l'L'?"   stores  in  Japan.  "The  Japanese 


many  foreign  investors  try  joint  ven- 
tures. DirecTV  International  Inc.,  a  sub- 
sidiary of  Hughes  Electronics  Corp., 
holds  35%  of  a  six-company  consortium 
that  plans  to  beam  satellite  broadcasts 
to  Japanese  viewers.  Declining  to  di- 
vulge the  size  of  the  investment, 
DirecTV  Japan  Vice-Chairman  Joel  Sil- 
verstein  says:  "It's  a  big  bite.  That's 
why  there  are  six  partners."  They  in- 
clude Japanese  satellite  operator  Space 
Communications  Corp.  and  video  rental 
chain  Culture  Convenience  Club. 

Also  trying  a  joint  venture  is 
Sports  Authority,  the  Fort  Laud- 
erdale-based  chain  of  sporting- 
goods  megastores.  The  company 
holds  51%  of  a  partnership  with 
Japanese  retailer  Jusco  Co.  and 
has  opened  thi-ee  Sports  Authority 


Dn  Li  Ka-sheng,  stunned  the 
nese  by  forking  over  $707 
)n  for  a  prime  p;ot  near  Tokyo 
on.    Foreigners    are  also 


BASF  German  drugmaker  buys  51%  of 
Hokuriku  Seiyaku  for  $294  million 

GRANDE  GROUP  Singapore  firm  acquires  70% 
pecting  on  the  stock  market,    of  Nakamichi  for  $286  million 
of  last  year's  10  largest  ac-    ge"  CAPITAL  Acq ui"res  80%^  of  MarubenVcaV" 

System,  an  auto-loan  business,  for  $80  million 


itions  by  foreigners  were  of 
d  companies.  This  included 
I  Motor  Co.'s  $430  million  pur- 
e  of  an  additional  8.9%  of 
3a  Motor  Corp.,  boosting  its 
e  to  33.4%. 

Dreigners  are  also  benefiting 


SEMI-TECH  GROUP  Hong  Kong  higfi-tecfi 
company  pays  $167  million  for  an  extra  11% 
of  Akai  Electric 

BOEHRINGER  INGELHEIM  German  company 


consumer  is  madly,  unequivocally 
in  love  with  what  the  U.  S.  con- 
sumer is  using  in  fitness  apparel 
and  sporting  goods,"  says  Jack  A. 
Smith,  chief  executive  of  Sports 
Authority.  Another  22  stores  are 
planned  by  1999. 

A  START.  A  big  factor-  in  the  rise 
in  activity  has  been  the  Japanese 
government.  Eager  to  accelerate 
growth  and  help  industries  re- 
structure, the  government  last 
year  said  it  would  welcome  more 


restructuring  moves  by  local    P^^^  A^.fA^J'^A^^^^  activity,  even  by  foreigners. 


3anies.  Both  ball-bearing  mak- 
linebea  Co.  and  trading  giant 
\m  Corp.,  for  example,  have 
;d  the  consumer  lending  busi- 
,  which  has  little  to  do  with 
'  core  operations.  They  sold  their 
it  companies  to  General  Electric 
tal  Services  Inc.,  which  has  spent 
billion  on  such  deals  in  Japan  in 
Dast  two  yeai's.  "The  consiuner  cred- 
isiness  is  very  attractive  in  Japan," 
i  Rone  Baldwin,  president  of  ge 
tal  Japan.  Baldwin  notes  that  Japan 
is  the  second-largest  consumer 
credit  market  in  the  world 


AMERSHAM  INTERNATIONAL  Britisfi  drug 
maker  gets  30%  of  Nihon  Mediphysics  for  $67 
million 

DATA  KPMG  PEAT  MARWICK,  BUSINESS  WEEK  '  ' 

Japanese  companies,  says  Nicholas  E. 
Benes,  senior  managing  director  at  in- 
vestment banker  Kamakiu-a,  which  bro- 
kered the  deals.  Japanese  entrepreneurs 
are  getting  finstrated  with  the  ordeal  of 
taking  their  companies  public.  That's  a 
problem,  since  stock  offerings  are  the 
best  way  to  get  a  payback.  "So  an  m&a 
deal  [with  a  foreign  company]  looks  at- 
tractive if  the  price  is  right  and  the  ac- 
quirer is  sexy  and  can  give  you  the  po- 
tential to  learn,"  says  Benes. 

Where  acquisitions  don't  make  sense. 


ACTION 


.ger  to  accelerate 
3wth,  the  government  is 
ilcoming  more  M&A  activity, 
en  by  foreigners 


A  few  years  earlier,  it  helped  es- 
tablish the  Foreign  Investment  in 
Japan  Development  Corp.  (find) 
to  help  newcomers  get  estabhshed. 
During  the  just  ended  fiscal  year, 
FIND  helped  70  such  companies,  says 
President  Keiji  Natori.  "The  number  is 
gi'adually  increasing,"  he  says. 

The  upshot  could  be  more  exports  to 
Japan  and  some  relief  in  the  trade  ware 
with  the  U.  S.  and  Europe.  Data  devel- 
oped by  Demiis  Eneamation,  a  professor 
at  the  center  for  business  and  govern- 
ment at  Harvard  University's  Kennedy 
School  of  Government,  show  a  correla- 
tion between  foreign  direct  investment 
and  trade.  More  Japanese-owned  facto- 
ries in  the  U.  S.,  for  example,  mean 
more  Japanese  exports  to  the  U.  S.  of 
parts,  materials,  and  finished  products. 
Similarly,  U.  S.-owned  plants  in  Japan 
will  import  U.  S.-made  goods. 

Of  com"se,  if  Japan  wants  to  attract  a 
lot  more  investment,  it  must  still  dereg- 
ulate the  economy,  revise  tax  and  land 
policies,  and  provide  incentives.  But 
even  failing  this,  more  foreign  companies 
are  taking  the  plunge.  That's  good  for 
investors,  and  good  for  Japan. 

By  Robert  Neff  in  Tokyo,  with  bu- 
reau reports 
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International  Business 


CHINA 


GOING  TOE  TO  TOE 

WITH  BIG  BLUE  AND  COMPAQ 

Suddenly,  Chinese  computer  makers  are  holding  their  own 


When  it  came  to  shopping  for  a 
personal  computer,  Chinese  con- 
sumers have  long  faced  two  op- 
tions: The  oveipiiced,  okl-generation  of- 
ferings of  domestic  manufacturers  or 
the  latest,  souped-up  U.  S.  brands,  often 
smuggled  in  by  shady  distributors.  But 
when  Intel  Corp.  launched  its  new  mmx 
multimedia  chip  at  road  shows  in  Bei- 
jing and  Shanghai  in  late  March,  it  was 
a  diffei'ent  stDi'v.  Eight  local  pi'oducoi's 


cheaper,  and  just  as  up-to-date,  as  for- 
eign ones.  And  they're  making  great 
strides  in  distribution  and  ser-vice. 

More  is  at  stake  than  a  share  of  the 
world's  fastest-gTowing  computer  mar- 
ket, where  sales  are  expected  to  zoom 
from  $2.1  billion  last  year  to  $8.7  billion 
by  2000.  The  comeback  of  China's  top 
computer  companies  shows  that  Chi- 
nese industry  has  a  chance  of  making  it 
if  Beijing  opens  the  door  to  impoits,  as 


showed  MMX-based  pes, 
some  offering  videoconfer- 
encing over  standard  tele- 
phone lines,  compared 
with  four  American 
brands.  The  Chinese  PC's 
are  "very  advanced  sys- 
tems and  very  competitive 
viath  multinationals,"  says  James  W.  Jar- 
rett,  head  of  Intel's  China  opei'ations. 

After  years  of  getting  outclassed  and 
outmuscled  in  their  own  market,  Chi- 
nese companies  are  stalling  to  bridge 
the  once  enomious  gap  with  the  likes  of 
Compaq,  IBM,  and  AST.  Siu-i:)risingly,  the 
reason  has  little  to  do  with  industrial 
policies  cooked  up  by  Beijing  bureau- 
crats. Instead,  Legend  Group,  Beijing 
Founder  Electronics,  China  Great  Wall 
Computer  Group,  and  other  products  of 
Beijing's  Haidiaii  disti-ict,  an  electronics 
hotbed  of  some  6,000  companies,  are 
snapping  out  models  that  often  are 


TESTING  LEGENDS 

In  less  than  two  years, 
Legend  has  gone  from 
No.  6  to  No.  3,  behind 
IBM  and  Compaq 


would  be  required  if  it  en- 
ters the  Worid  Trade  Or- 
ganization. A  locally  made 
PC  with  a  166-megahertz 
Pentium  processor,  for  ex- 
ample, costs  aroimd  $1,200, 
20%  cheaper  than  a  simi- 
lar IBM  or  Compaq. 
Few  have  made  bigger  strides  than 
Legend.  In  less  than  two  years,  the 
$928  million  company  has  come  from 
No.  6  in  China  to  a  spot  close  to  market 
leaders  ibm  and  Compaq.  Sales  were  up 
80%,  to  140,000  units,  last  year,  accord- 
ing to  market  research  firm  China  Re- 
search Corp.  As  the  main  partner  for 
AST,  a  pioneer  of  the  China  market. 
Legend  helped  set  up  26  branches 
around  China  vdth  nearly  1,000  sales 
and  sei^vices  agencies.  "From  this  expe- 
rience, we  also  learned  about  manage- 
ment and  marketing,"  says  Legend  ex- 
ecutive Wang  Yan. 


Another  advantage  is  that  Legt 
early  on  ventured  overseas.  It  sh 
motherboai'ds,  the  circuit  cards  that  i 
PCS,  to  26  countries.  And  in  1993,  it 
came  the  fii-st  Cliinese  PC  maker  to  o] 
a  design  center  in  California's  Sili( 
Valley.  It  pays  Microsoft  Corp.  $12  r 
lion  annually  to  load  most  PCs  with  1j 
Chinese  version  of  Windows  95.  As  a 
suit,  says  Beijing-based  analyst  Rc^ 
Warner  of  China  Research,  "they^l 
translated  what's  going  on  in  technolcjl 
abroad  and  brought  it  to  China,  wh^l 
they  understand  the  market." 
TUMBLING.  Other  players  are  relyi 
heavily  on  the  huge  technical  resourc 
at  home.  Controlled  by  Beijing  Univi 
sity.  Founder  recruits  top  gi-aduates 
its  300-person  research  institute,  whii 
is  expected  to  add  100  new  employe* 
annually  for  the  next  five  years.  Siri 

CHINA'S  PC  CHAMPIONS 

BEIJING  FOUNDER  ELECTRONICS 

The  leader  in  Chinese  software  is 
using  its  research  strengths  to  buildj: 
a  PC  line 

LEGEND  GROUP  With  its  strong 
distribution  and  international  experi 
ence,  it  may  replace  IBM  this  year 
as  No.  1  in  PC  sales  in  China 


STONE  An  electronics  pioneer  in 
China,  the  13-year-old  company  has 
ties  with  Compaq  and  Mitsui 

CHINA  GREAT  WALL  COMPUTER 

Bouncing  back,  thanks  to  three  PC 
joint  ventures  with  IBM  and  another 
in  videoconferencing  with  Intel 

DATA  BUSINESS  WEEK 

diversifying  fi-om  Chinese-language  sof 
ware  into  PCs  in  late  1995,  Founder  hi 
zoomed  to  the  No.  8  spot  and  plans 
make  100,000  units  this  year 

It's  still  far  fi'om  certain  who  the  u 
timate  winners  will  be.  Great  Wall,  fc 
example,  was  the  leading  compute 
maker  in  1990  but  since  has  tumble 
to  No.  7.  The  competition  will  only  g( 
more  brutal.  Some  40%.  of  PCs  sold  i 
China  are  made  by  small  assemblers  ( 
unbranded  machines.  IBM  and  Compa 
are  building  bigger  factories  inside  Ch 
na.  If  China  joins  the  WTO,  legal  iir, 
ports  could  flood  in  fi-om  Taiwan,  Sout 
Korea,  and  Malaysia.  Yet  analysts  sue 
as  Wai-ner  think  players  like  Legen 
and  Founder  will  still  prove  stron; 
enough  to  dominate  the  miarket.  It's 
lesson  Beijing  should  study  as  it  weigh 
the  merits  of  opening  its  markets. 

By  Dexter  Roberts  in  Beijing,  wit, 
Bruce  EinJiorv  in  Hong  Kong 
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TED  BY  JOHN  TEMPLEMAN 


ONT  LOOK  NOW,  SINGAPORE, 
UT  MALAYSIA  IS  GAINING  ON  YOU 

lor  years,  Senior  Minister  Lee  Kuan  Yew  of  Singapore  has 
tormented  political  opponents  and  journalists  with  lectures 
and  libel  writs.  Now  he  seems  to  have  met  his  match, 
aysia's  threat  to  freeze  bilateral  ties  in  retaliation  for  in- 
ing  remarks  he  made  about  crime  in  its  Johor  state,  ad- 
ing  Singapore,  forced  Lee  to  apologize  on  Mar.  29.  "[We] 
not  going  to  turn  the  other  cheek  again  and  again,"  says 
lal  Aznam  Yusof,  deputy  director  at  Kuala  Lumpur's  In- 
ite  of  Strategic  &  International  Studies, 
'he  episode  shows  how  Southeast  Asia's 
lomic  balance  of  power  is  shifting.  Singa- 
!  has  long  been  the  main  magnet  for  foreign 
istment  and  the  region's  high-tech  leader, 
its  neighbors  are  catching  up,  none  more 
ressively  than  Malaysia.  Prime  Minister 
lathu-  Mohamad  has  an  ambitious  agenda  to 
oel  it  into  the  big  leagues  and  surpass  Sin- 
ore  as  the  region's  economic  hub. 
lahathir  will  likely  accelerate  his  crasade. 
boldened  by  years  of  8%  economic  growth 
'S,  he  is  determined  to  undo  the  British 
nial  legacies  that  have  long  em-iched  Sin- 
3re  at  Malaysia's  expense.  Over  a  quarter  of 
exports  still  ship  through  Singapore  and 
Malaysian  companies  trade  on  its  stock 
lange,  making  up  40%  of  daily  volume, 
lalaysia's  catch-up  is  costly.  Mahathir  is 
ring  more  than  $12  billion  into  gi'ooming 
iter  Kuala  Lumpur.  The  capital  will  get  a  bigger  sea- 
;  and  a  new  international  airport.  And  Mahathir  is  creat- 
a  31-mile-long  high-tech  zone,  the  Multimedia  Supercor- 
r,  between  the  city  and  the  aiiport.  Financial  refoiTns,  too, 
to  attract  technology  companies  with  a  new  nasdaq- 
e  over-the-counter  market  designed  for  them, 
lut  Mahathir's  efforts  are  paying  off.  Microsoft  Corp.,  for 
ance,  last  year  agreed  to  put  its  regional  headquarters  in 
high-tech  corridor.  Malaysia  has  snared  Dell  Computer 


Corp.  and  Packard  Bell  NEC  Inc.,  as  well.  "In  four  or  five 
years'  time,  K.  L.  will  be  the  place,"  says  Singapore-based  Jar- 
dine  Fleming  senior  economist  Rajeev  Mahk. 

Malaysia's  growing  challenge  puts  Singapore  in  a  bind. 
Unlike  Hong  Kong,  which  has  China  as  a  backyard,  it  has  no 
hinterland.  The  country,  with  70%  of  ethnic  Chinese  in  its 
population,  is  an  island  "in  a  Malay  sea,"  frets  one  Singapore 
government  official.  Besides,  ever  since  Singapore  left  the 
Federation  of  Malaysia  in  1965,  Lee's  frequent  zingers  have 
spread  distrust  in  Asia. 

MORE  SPATS.  Big  disputes  are  something  the 
region's  players,  gi'ouped  with  Malaysia  and 
Singapore  inside  the  Association  of  Southeast 
Asian  Nations  (aseax),  can  ill  afford.  Malaysia 
and  other  countries  need  investments  from 
Singaporean  comj^anies.  Meantime,  Singapore's 
government  is  encouraging  companies  to  di- 
■<\  versify  abroad,  because  it  wants  regional  in- 

vestments  in  manufacturing,  shipping,  proper- 
_         H  ty,  and  finance  to  fuel  slowing  growth. 

■      Unfortunately,  gi'owing  interdependence  may 
fl  lead  to  more  spats,  not  fewer.  Noninterference 
"  in  other  members'  affairs  worked  fine  as  a 
giiidepost  when  asean  was  a  glorified  discus- 
sion group.  But  it  is  becoming  untenable  as 
competition  between  members  heats  up  as 
ASEAN  moves  to  dismantle  trade  barriers  and 
foiin  a  fi"ee  trade  area  by  2003.  "We're  going  to 
see  more  and  more  ftiction,"  says  Jusuf  Wanandi,  chau-man  of 
Jakarta's  Center  for  Strategic  &  International  Studies. 

Certainly,  Mahathii'  can  and  will  exact  his  {political  price  for 
Lee's  gaffe.  He  could  use  it  to  win  financial  concessions  on 
projects  such  as  a  high-speed  rail  Unk  between  Singapore  and 
Kuala  Lumpiu-  or  new-  crossings  from  Singapore  to  Johor,  the 
state  Lee  maligned.  Having  gained  the  upper  hand,  the 
Malaysians  are  in  no  hurry  to  forgive  and  forget. 

By  Bruce  EinhoDi  hi  Hony  Kong 
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GLOBAL  WRAPUP 


RAEL  MAY  LOSE  ARAB  GAS 

A  $600  million  natural  gas  project 
uld  run  afoul  of  the  new  Arab 
3ague  boycott  of  Israel  imposed  on 
ar.  31.  The  Egyptian  government 
ive  Amoco  Corp.  of  the  U.  S.  and 
aly's  Agip  permission  to  negotiate 
rectly  with  Israel  Electric  Corp.  to 
11  natural  gas  from  fields  they  are 
!veloping  in  Egypt's  Nile  Delta.  But 
raeli  energy  industiy  officials  say 
e  boycott,  sparked  by  renewed  ten- 
ms  in  the  Mideast  peace  process,  is 
itting  the  project  in  doubt. 


Overall  trade  between  Israel  and  its 
Arab  neighbors  has  been  small  but 
gi'ew  fast  last  year  when  peace  hopes 
rose.  Israel's  exports  to  Egypt,  for  ex- 
ample, doubled  to  $57  milHon.  Israeli 
executives  now  fear  that  future 
growth  will  suffer  even  if  the  boycott 
is  hfted. 

INDIAN  BUDGET  RESCUE 

►  India's  latest  budget,  which 
received  rave  reviews  from  domestic 
business  and  foreign  investors,  may 
survive  even  if  the  United  Front 
coalition  that  authored  it  goes  dow^n 


in  flames.  The  coalition  has  been  liv- 
ing on  borrowed  time  since  Mar.  31, 
when  the  Congress  Party  withdrew 
its  support. 

The  United  Front  faces  a  confidence 
motion  on  Apr.  11,  10  days  before  the 
budget  debate  was  originally  sched- 
uled to  begin.  But  so  popular  are  the 
budget  proposals — to  lower  income 
and  coi-porate  taxes,  raise  foreign  in- 
vestment quotas,  and  cut  import  tar- 
iffs— that  the  Congress  Party  may  co- 
operate to  get  it  on  the  statute  books 
before  the  vote  that  is  expected  to 
push  the  coalition  fi'om  power. 
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Each  and  every  day,  thousands  of 
businesses  build  their  sites  on 
the  Internet  and  wonder:  When 
does  the  excitement  begin? 
Where  are  the  new  customers, 
the  improved  relationships, 
the  lower  overhead?  Surprise, 
surprise.  You  cant  expect  it  to 
happen  automatically. 


jappeee, 
were  on  the 
Internet! 
now  what?' 

solution 


It  takes  a  solution.  The  good  news 
is,  a  call  to  IBM  can  help  put 
things  in  motion.  IBM  Internet 
solutions  provide  a  unique 
combination  ol  technology, 
professional  services  and  ! 
Imow-how  that  can  bring  new 
value  to  just  about  every  Idnd 
of  business,  maldng  tlie  most  of 
existing  investments.  Here  are 
some  of  our  customers  who 
are  already  reporting  results: 

Japan  Airlines:  uses  Internet 
reservations  to  boost  revenue 
by  $4  million. 

NHL^:  online  store  attracts  more 
than  a  million  hits  per  month. 

Arena  di  Verona:  expands  opera 
audience  using  online  ticketing. 

Supervox:  French  wholesaler 
finds  an  $8  million  opportunity 
in  previously  untapped  market. 

Find  out  how  the  internet  can 
transform  your  business. 
Visit  us  at  www.ibm.com/ 
internetsolutions  or  call  us  at 
1  800  IBM-7()80,  ext.  NCOl, 
to  enroll  in  our  free  seminar. 


Solutions  for  a  small  planet  " 


Gulfstream  was  just  another 
deal  to  Ted  Forstmann-until  it 
nearly  went  bust.  Here's  how 
he  seized  control,  reaped  big 
profits,  and  launched  a  hot  jet 

It  is  a  late  fall  afternoon  in  1996,  and  a  shoeless 
Theodore  J.  Forstmann  is  stretched  out  in  a 
leather  chair  aboard  his  luxunous  private  jet, 
kneading  his  brow  with  both  hands  in  a  ftitile  at- 
tempt to  dissipate  a  splitting  headache. 
Forstmann  flies  a  Gulfstream  IV,  the  Rolls-Royce  of 
corporate  aviation.  But  his  plane  is  more  than  just  a 
mogul's  plaything.  Forstmann,  best  known  as  a  Wall 
Street  dealmaker,  is  chairman  of  the  company  that 
made  it:  Gulfstream  Aerospace  Corp.  Exhausted  by 
two  days  of  glad-handing  at  an  aircraft  convention  in 
Orlando,  Forstmann  is  racing  home  to  New  York  to 
talk  about  Gulfstream  on  cnn  at  6:10  p.m. 

For  a  man  who  made  his  name  buying  and  selling 
companies,  Teddy  Forstmann  of  late  has  given  a  con- 
vincing performance  as  a  coiporate  manager.  Virtually 
bankiiipt  in  1993,  Gulfstream  recently  reported  record 
earnings  of  $47  million  for  1996,  u])  63%  over  the  pre- 
ceding yean  But  this  isn't  the  half  of  Gulfstream's 
comeback  story.  Helped  by  new  management  and  a  re- 
vival in  the  market  for  corporate  aircraft,  the  Savan- 
nah (Ga.)-based  company  has  secured  its  renascent 
prosperity  tlu'ough  the  end  of  the  centmy  by  amassing 
a  $3  billion  backlog  of  orders.  At  a  time  when  even  gi- 
ant McDonnell  Douglas  Corp.  found  it  was  too  small  to 
go  it  alone,  Gulfstream  is  thriving  as  the  last  indepen- 
dent jetmaker  in  North  America  not  named  Boeing. 

Most  of  the  company's  back  orders  are  for  a  pricey 
new  supeiplane,  the  Gulfstream  V  (G  V).  Capable  of 
flying  nonstop  ft'om  New  York  to  Tokyo,  the  G  V  is 
the  world's  fii'st  "ultra-long-distance"  corporate  jet. 
Four  years  in  development  at  a  cost  of  $800  million, 
the  G  V  is  just  now  reaching  the  marketplace.  Gulf- 
CEO  FORSTMANN  Selling  the  company  was  an 
option,  but  "it  would  have  torn  my  insides  out" 
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stream  delivered  the  first  G  V  to  Seagram  Co.  on 
Dec.  31  and  is  cranldng  out  the  $36  milUon  jets  at 
the  rate  of  nearly  two  a  month. 

Gulfstream's  revival  is  a  source  of  gi*eat  satisfac- 
tion to  Forstmann,  57.  "I  don't  have  a  talent  for 
running  companies,  I  have  a  talent  for  Gulfstream," 
says  Forstmann,  who,  as  the  dominant  partner  of 
Forstmann  Little  &  Co.,  helped  invent  the  lever- 
aged buyout.  "Running  Gulfstream  has  been  the 
best  experience  of  my  business  life.  By  far." 

His  feelings  for  Gulfstream  are  the  product  of  an- 
guish as  much  as  accomplishment,  for  before  saving 
the  company,  he  and  his  associates  very  nearly  de- 
stroyed it.  When  Forstmann  Little  acquired  Gulf- 
stream in  1990  for  $850  million,  it  ajiplied  its  stan- 
dard financing  formula:  a  mountain  of  debt — $750 
million — supported  by  a  $100  million  sphnter  of  ecj- 
uity.  Overleveraged  and  mismanaged,  the  jetmaker 

came  within  days 
of  defaulting  on  its 
bank  debt  in  1993. 
Even  many  of  Forstmann's  staunchest  supporters 
urged  him  to  cut  his  losses  and  sell  the  company. 
But  he  could  not  bnng  himself  to  take  what  would 
have  amounted  to  a  loss  of  at  least  $300  million.  "It 
would  have  torn  my  insides  out,"  he  says  now.  More 
than  Forstmann's  strapping  ego  was  at  stake:  His 
fii'm's  ability  to  raise  fi.mds  for  futm'e  acquisitions 
would  have  been  impaired,  perhaps  severely,  by  a 
big  loss. 

Instead  of  pulling  his  rip  cord,  Forstmann  shoul- 
dered Gulfstream's  chief  executive  aside  and  seized 
the  controls  himself — despite  the  fact  that  he  had 
never  actually  run  a  company  before.  "My  advice 
was,  'Don't  do  it,' "  recalls  Robert  S.  Strauss,  the 
well-connected  Washington  lawyer  who  is  a  Gulf- 
stream director.  "  'If  Gulfstream  goes  down,  your 
fingeiprints  will  be  all  over  the  damn  thing.' " 


Cover  Story 


Storm  Clouds  Gather 

For  nearly  40  years,  Gulfstream  has  been 
synonymous  with  corporate  aviation.  The 
original  Gultsti'eam  model,  a  twin-engine  turboprop  intro- 
duced by  Gramman  Aerospace  in  1958,  was  the  first  jet  de- 
signed expressly  for  business  use.  The  G  II,  inti'oduced  in 
11)66,  set  an  imi:>osing  new  standard  foi"  performance  and 
comfort  as  the  fu'st  large-cabin  business  jet.  The  G  III  took  to 
the  skies  in  1979  and  was  followed  six  years  later  by  the  G 
IV,  maintaining  Gulfstream's  reign  as  the  maker  of  the 
biggest,  fastest — and  costliest — corporate  jets.  From  Holly- 
wood to  Wall  Street,  the  Gulfstream  jet  is  perhaps  the  ulti- 
mate status  symbol. 

Gulfstream  achieved  its  record  of  mai'ket  dominance  de- 
spite recurring  turbulence  inside  its  own  organization.  In 
1978,  Grumman  decided  to  get  out  of  the  business-jet  field 
and  sold  the  Gulfstream  line  for  .$52  million  to  Allen  E. 
Paulson,  an  aei'ospace  enti'epreneur  who  combined  the  cast- 
off  Grumman  operation  with  two  other  small-plane  manu- 
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facturers  to  form  a  new  company:  Gulfstream  Aerospac 
In  1985,  Paulson  sold  out  to  Chrysler  Corp.  for  $637  mi 
lion.  At  68,  Paulson  stayed  on  to  run  the  business  f( 
Chrysler.  But  four  years  latei-,  the  company  again  change 
hands  when  Paulson  joined  forces  with  Forstmann  Litt! 
to  purchase  Gulfstream  for  $850  million.  Paulson  continued  i 
chairman  and  ceo  and  held  a  32%  stake  to  Forstmann  Li 
tie's  68%. 

To  Ted  Forstmann,  Gulfstream  began  as  just  another  deal- 
a  "conventional  1980s-style  leveraged  buyout,"  as  he  puts 
now.  'The  idea  was  that  we'd  cut  costs  here  and  there,  sell  1 
more  planes  a  year,  and  make  a  good  I'eturn  on  investment 
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;mann  says.  "We  thought  it  would  be  a  piece  of  cake." 
it  Forstmann  and  his  partners  would  eat  crow.  Fai-  from 
;  a  good  candidate  for  a  quick  tune-up  and  a  lucrative 
back  to  the  pubUc,  Gulfstream  was  a  capital-intensive, 
ne  enterprise  in  need  of  a  sweeping  and  costly  overhaul, 
tream  had  always  been  an  engineering-driven  company 
e  product  quality  was  valued  far  more  than  efficiency, 
why  not?  Foi'  decades,  the  company  had  had  no  real  com- 
ion.  None,  that  is,  until  Canadair  Ltd.  introduced  the 
enger  in  1980.  To  be  sm-e,  the  Challenger  wasn't  cjuite  the 
['s  equal — but  it  came  close  enough  to  make  price  a  com- 
ive  issue. 


Since  Gulfstream  made  no  attempt  to  rein  in  costs — or 
lower  prices — Canadair  continued  to  chip  away  at  Gulf- 
stream's  market  share  even  after  the  introduction  of  the.G 
IV  in  1985  restored  Gulfstream's  sizable  lead  in  perfor- 
mance. In  1986,  Canadair  was  acquired  by  Bombaixlier  Inc., 
a  Montreal-based  snowmobile  pioneer  that  had  evolved  into 
a  world-class  manufacturer  of  mass-transit  equipment.  To 
round  out  Canadair's  product  line,  Bombardier  acquired 
three  manufacturers  of  smaller  planes  over  the  next  few 
years:  de  Havilland,  Learjet,  and  Short  Brothers.  Gulf- 
stream, a  one-product  company  that  long  had  the  market  to 
itself,  now  faced  a  fomiidable  and  well-capitalized  competitor 
in  Bombardier.  The  U.S.  company  also  faced  a  mounting 
thi-eat  ft-om  Dassault  Aviation  of  France,  maker  of  the  Falcon 
corporate  jet. 

Gulfstream's  response  didn't  help.  Instead  of  lowering 
prices  by  cutting  costs,  the  company  handed  out  discounts  and 
special  deals.  This  approach  not  only  failed  to  win  back  sales 
but  drained  profit  from  the  sales  that  Gulfstream  did  make. 

In  the  second  quarter  of  1990,  just  weeks  after  Forstmann 
Little  had  completed  its  Gulfstream  lbo,  the  U.  S.  economy 
fell  into  recession,  eviscerating  demand  for  corporate  jets.  By 


,  As  Canadair  nibbled  away  at 
its  market  share,  Gulfstream 
made  no  attempts  to  rein  in 
costs  or  lower  its  prices 


¥  FOR  VICTORY?  Costing  about  $35  million,  the  G  V 
is  designed  to  fly  14  hours  without  refueling 

yearend,  orders  slipped  to  21  ft'om  29.  Forstmann's  confi- 
dence in  Allen  Paulson's  leadership  dwindled  along  with  the 
orders,  and  in  late  1990,  Paulson  gindgingly  agi-eed  to  help 
gi'oom  a  successor. 

However,  Forstmann's  choice  of  an  heir  apparent  signaled 
that  he  still  failed  to  gTasp  Gulfstream's  fundamental  prob- 
lems. Instead  of  an  operating  manager  capable  of  grappling 
with  Gulfstream's  deeply  embedded  cost  problems,  Forstmann 
liii'ed  a  marketer,  beUe\ang  that  a  better  sales  effort  could  re- 
turn the  company  to  prosperity.  He  chose  William  C.  Lowe, 
50,  a  marketing  veteran  of  IBM  and  Xero.x  Coip.  In  May, 
1991,  Lowe  was  named  president  and  chief  operating  officer 
of  Gulfstream  with  the  understanding  that  he  soon  would  re- 
place Paulson. 

"GIVE  HIM  HIS  ROPE."  Paulson  might  well  have  balked  at 
surrendering  his  authority  to  anyone,  but  he  quickly  con- 
cluded that  Lowe,  an  aerospace  neophyte,  was  a  particularly 
unwoi'thy  successor.  "Every  time  I  turned  around,  Lowe 
was  screwing  up  something,"  Paulson  says.  "I  talked  to  Ted- 
dy about  it,  but  he  said,  'You've  got  to  give  him  his  rope.' " 
Lowe  tells  a  far  different  story.  He  says  that  he  offended 
Paulson  by  opposing  his  plans  to  develop  a  supersonic  busi- 
ness jet,  which  Lowe  considered  completely  unrealistic. 
"Frankly,  the  supersonic  business  jet  was  a  figment  of  Allen's 
imagination,"  Lowe  says  today.  Forstmann  Little  shared 
Lowe's  skepticism,  and  Paulson's  pet  project  died  a  quiet 
death.  Paulson  withdrew  fi-oin  active  management  well  before 
the  fall  of  1992,  when  he  sold  his  stock  to  Forstmann  Little 
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for  $50  million.  He  officially  stepped  down  as  chainnan  and 
CEO,  although  he  retained  a  seat  on  the  board. 

Lowe,  instead,  pushed  for  his  own  pet  project:  an  ultra- 
long-distance  business  jet.  It  wasn't  at  all  clear  that  there 
was  a  market  for  such  a  costly  new  plane,  but  Bombardier 
was  already  studying  the  feasibility  of  building  a  jet  with 
35%  more  range  than  the  G  IV.  Lowe  and  Forstmann  con- 
cluded that  Gulfstream  could  not  risk  ceding  its  high-per- 
formance crown  to  Bombardier.  In  September,  1992,  Gulf- 
stream  stole  a  march  on  its  rival  by  committing  itself  to 
the  G  V. 

With  this  decision,  Forstmann  Little  abandoned  its  fading 
hopes  for  a  cjuick  and  easy  lbo  profit.  Developing  the  new 
plane  would  take  at  least  four  years  and  require  sizable  ad- 
ditional capital  invest- 
ment. The  buyout  ftnn 
had  already  been 
forced  to  cancel  an  of- 
fering to  sell  17%  of  the  company  to  the  pubhc  earher  in  the 
year  when  investors  balked.  The  proposed  sale  had  come  on 
the  heels  of  a  neai'ly  $50  million  net  loss  in  1991,  when  a  mod- 
est operating  profit  was  overwhelmed  by  $73  million  in  in- 
terest expense. 

The  failed  offering  embarrassed  Forstmann  and  his  part- 
ners but  still  did  not  chasten  them  into  addressing  Gulf- 
stream's  undei'lying  cost  and  capital  structure  problems.  To 
the  contrary,  outlays  for  administration,  marketing,  and  re- 
search and  development  soared  by  54%  in  1992  as  Lowe  im- 
plemented an  ambitious  expansion  plan.  In  the  fall, 
Forstmann  Little  invested  an  additional  $250  million  of  its 
investors'  funds  in  Gulfstream,  but  not  a  penny  was  used  to 
reduce  debt.  The  buyout  firm  just  replaced  $200  million  in 
bank  loans  with  an  equal  amount  of  subordinated  debt  fi"om 
its  own  coffers  and  used  the  remaining  $50  million  to  buy 
out  Paulson. 

All  along,  Lowe  justified  the  company's  swelling  expens- 
es with  optimistic  sales  forecasts,  which  Forstmann  Little 
and  Gulfstream's  outside  directors  accepted  without  objection 
until  Deceinber,  1992.  At  the  year's  final  board  meeting, 
Lowe  conceded  that  orders  were  lagging  badly  but  pre- 
dicted that  a  last-minute  sales  bm-st  would  put  the  company 


on  target.  As  it  turned  out,  G  IV  orders  for  the  y( 
reached  26,  topping  199rs  total  by  five  but  falling  far  shi 
of  projections. 

Up  to  this  point,  Forstmann  had  not  focused  on  Gv 
stream,  in  part  because  he  was  distracted  by  outside 
ties,  including  serving  as  national  co-chairman  of  Georjf* 
Bush's  reelection  campaign.  But  after  the  yearend 
meeting,  Forstmann  belatedly  began  asserting  himself 

As  Forstmann  earlier  had  lost  confidence  in  Paulson, 
now  decided  to  supplant  Lowe  with  a  new  hire.  "I  thoug 
Lowe  could  sell  planes  for  us,"  says  Forstmann,  "but  I 
I  had  to  find  a  proper  operating  guy."  He  foimd  Fred  A.  Bi 
denbach,  who  joined  Gulfstream  in  April,  1993,  as  preside 
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IGUANA  UPHOLSTERY? 
IT'S  THE  ONLY  WAY  TO  FLY 


It  takes  almost  as  much  labor  to  outfit 
the  interior  of  a  Gulfstream — 25,000 
to  30,000  houi-s — as  it  does  to  build 
the  plane.  Wliile  Gulfstream  is  loath  to 
play  with  the  architecture  of  the  cabin, 
it  offers  a  bewildering  variety  of  custom- 
made  furnishings  in  every  imaginable 
material  and  color — most  of  which  are 
handmade  by  Gulfstream  workers. 

One  of  the  first  G  Vs  to  roll  off  the 
Savannah  (Ga.)  assembly  line  is  being 
turned  out  almost  entirely  in  turquoise. 
A  pink  i-ug  decorated  with  blue  clouds 
and  seats  covered  in  four  different  col- 
ors of  embossed  iguana  and  pig  suede 
complete  the  decor.  Gulfstream  will  not 
identify  the  customer,  but  it's  safe  to 
say  that  she — the  company  does  confii-m 


that  the  owner  is  a  woman — does  not 
run  General  Electric  Corp.  or  IBM. 

Although  CEOS  of  public  companies 
are  less  flamboyant  in  their  tastes,  they 
tend  to  take  no  less  personal  an  inter- 
est. Many  hire  designers  and  bring 
their  spouses  along  to  planning  ses- 
sions. "I'd  say  the  principal  signs  off  on 
95%  of  all  the  stuff  we  do,"  says  James 
Swindells,  Gulfstream's  vice-president 
for  completion  services. 
HUSH  AND  PLUSH.  Tlie  typical  owner 
spends  about  $3.8  million  to  outfit  a  G 
IV  and  about  $4.6  million  on  the  lai-ger 
G  V.  This  covers  top-of-the-Iine  stereo 
soimd  and  video  systems  as  well  as  a 
lavishly  equipped  galley.  At  about 
$12,000  a  square  foot,  it  is  far  moi'e  ex- 


pensive to  decorate  a  Gulfstream  J 
even  the  most  opulent  home.  Elal? 
engineeiing  is  needed  to  minimizfl' 
weight  of  eveiy  object  in  the  cabilt 
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:ET  WRANGLERS  Davis  and  Breidenhach,  both 
ets,  filled  a  gaping  financial  vacuum 

lief  operating  officer.  An  intense  but  unassuming  man, 
jnbach,  now  46,  iiad  spent  his  entire  career  at  General 
•ic  Co.,  rising  through  the  manufacturing  ranks, 
hin  a  few  days  of  arriving  in  Savannah,  Breidenbach's 
had  svmng  from  elation  to  trepidation.  Based  on  his 
inalysis  of  Gulfstream's  accounts,  the  new  president 
ded  the  company  would  run  out  of  cash  in  90  days,  pos- 
50oner.  "In  reality,  the  situation  was  even  worse  than  I 
ht,"  Breidenbach  says  now.  "I  don't  think  any  of  us 
3d  until  later  how  close  Gulfstream  came  to  collapse." 
!  alarm  raised  by  Breidenbach  shattered  the  last  ves- 
of  Forstmann's  complacency.  In  Breidenbach's  view, 
ream's  most  pressing  management  need  was  for  a  chief 
ial  officer.  The  position  had  been  vacant  since  Septem- 
/hen  Thomas  P.  Maletta  resigned.  In  July,  Gulfstream 
a  former  colleague  of  Breidenbach:  Chris  A.  Davis,  43, 
/ear  veteran  of  ge.  Maletta  could  not  be  reached  for 
ent. 

:E  was  no  budget."  The  same  week  that  Davis  start- 
orstmann  dispatched  his  youngest  partner,  36-year- 
indra  J.  Horbach,  to  Savannah  with  two  lawyers  and 
iccountants  in  tow.  The  New  Yorkers  installed  them- 
;  in  Gulfstream's  cave-like  boardroom  and  worked  their 
through  company  records,  contract  by  contract,  in- 
by  invoice.  What  Horbach  uncovered  was  an  almost  to- 
isence  of  financial  discipline  in  the  middle  ranks  and  a 
)f  accountability  at  the  top.  "There  really  was  no  bud- 
Horbach  says.  "They'd  set  one,  but  if  people  needed 
money  duiing  the  year,  they'd  spend  it  and  change  the 
ist." 

ive  concedes  that  the  company's  financial  controls  were 
quate  but  insists  that  its  fimdamental  problem  was  all 
sbt  Forstmann  Little  had  piled  atop  the  balance  sheet, 
company  just  was  not  funded  properly,  given  the  fact 
ve  had  decided  to  build  a  new  airplane,"  Lowe  says. 
mid-1993,  Gulfstream  was  nearly  in  violation  of  the 
ants  on  $400  milhon  in  bank  loans.  Davis  took  the  lead 
•suading  lenders  to  grant  waivers  to  Gulfstream,  avert- 


ing a  potentially  ruinous  default.  Breidenbach,  meanwhile, 
launched  an  emergency  drive  to  slash  operating  costs.  By  the 
end  of  1993,  Gulfstream  had  shed  750  employees — 16%  of 
its  labor  force.  Breidenbach  also  canceled  Lowe's  plans  to  add 
three  new  buildings  to  the  Savannah  production  complex. 

At  the  same  time,  Breidenbach  lobbied  suppliers  for  price 
concessions.  Fom*  big  companies  represented  70%  of  the  total 
cost  of  materials  for  the  G  IV:  bmw  Rolls-Royce  (the  en- 
gine); Honeywell  (the  avionics);  Textron  (the  wing);  and 
Grumman  (the  tail).  With  each,  Gulfstream  had  locked  itself 
into  long-term  contracts  under  which  it  had  to  pay  higher 
prices  every  year  through  1999.  Breidenbach  packaged  a  set 
of  clLi'e  G  IV  sales  forecasts  with  a  plea  for  price  rollbacks  un- 
der the  title  "Tin  Cup"  and  began  making  the  rounds. 

In  the  end,  all  fom-  suppliers,  presumably  concluding  it  was 
in  their  own  interest  to  help  Gulfstream  survive,  agi'eed  to 
reduce  prices.  "We  were  asked  to  make  a  bit  of  a  leap  of 
faith.  But  I  did  think  that  Fred  and  his  people  made  a  com- 
pelling case  that  if  we  didn't  get  the  price  of  the  G  IV  under 
control,  sales  were  going  to  come  way  down,"  recalls  Dick 
Wells,  president  of  Textron  Aerostructures. 

In  short  ordei',  Breidenbach's  initiatives  reduced  operating 
costs  by  $50  million,  or  13%-.  In  Forstmann's  view,  this 
achievement  was  both  Herculean  and  inadequate.  By  late 
1993,  Forstmann  faced  a  Hobson's  choice:  either  sell  off  Gulf- 
stream at  a  huge  loss  or  recapitalize  the  company  at  gi'eat  ex- 
pense to  investors  in  Forstmann  Little's  subordinated  debt 
fimd,  which  by  then  had  $450  million  invested  in  Gulfstream. 

At  Forstmann's  request,  Horbach  worked  up  the  sort  of 
formal  study  Forstmann  Little  does  when  weighing  an  ac- 
quisition. Her  conclusion:  "I  felt  strongly  that  the  business 
was  fixable."  Some  of  Forstmann's  investors  disagreed,  ar- 
guing that  the  time  had  come  to  cut  their  losses.  But  Hor- 
bach's  view  squai'ed  with  Forstmann's  deep-seated  need  to  re- 
move the  Gulfstream  stain  seeping  across  his  reputation. 

Forstmann  decided  to  convert  all  $450  milhon  in  subordi- 
nated debt  to  prefeiTed  stock,  immediately  eliminating  $38  mil- 
lion a  year  in  interest  payments  to  Forstmann  Little's  in- 
vestors. The  investors — mainly  large  corporate  pension 
funds — had  no  say  in  the  matter,  since  they  had  gi'anted 
Forstmann  Little  sole  discretion  to  manage  their  money.  Still, 


manding  safety  standards  and 
xpectations  of  comfort  and 
one  of  the  most  luxmious  as- 
e  G  V  is  invisible:  Gulfstream 


says  it's  the  quietest  coiporate  jet  in  ex- 
istence, "with  a  cabin  as  hushed  as  the 
quietest  luxury  sedan." 

Increasingly,  Gulfstream  buyers  are 


GOING  IN  STYLE  At  $12,000  a 
square  foot,  Gulfstream 
interiors  put  Bel  Air  to  shame 

opting  for  a  $400,000  advanced  satellite 
communications  system  that  is  installed 
in  the  tail  and  lets  passengers  tele- 
phone, fax,  and  E-mail  with  abandon. 

Completing  the  interiors  is  high-mar- 
gin work,  but  Gulfstream  did  not  put 
much  emphasis  on  it  until  WilUam  W. 
Boisture  joined  the  company  in  early 
1994  as  its  senior  mai'keting  executive. 
At  the  time,  about  a  quarter  of  its  cus- 
tomers were  opting  to  have  theti-  planes 
finished  by  outside  companies.  "We  had 
to  get  the  sales  force  to  realize  it  was 
theu-  job  to  sell  the  entire  airplane," 
Boisture  says.  Message  received:  All  but 
foiu-  of  the  115  planes  that  Gulfstream 
has  sold  since  the  begiiming  of  1995  will 
be  completed  in-house. 

By  Anthony  Bianco  in  Savannah,  Ga. 
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It's  about  redefining  luxury.  Putting 
cqntrol  at  your  fingertips.  and  giving 
you  an  abundance  of  power.  this  is 
the  supercharged  bonneville®  by 

PONTIAC.  COMBINE  THE  ADRENALINE  RUSH 
PF  ITS  24P-HORSEPaWER  ENGINE  WITH  A 
KIND  OF  LUXURY  THAT  DOESN'T  INHIBIT 
YOUR  FEEL  FCIR  THE  ROAD,  AND  WHAT  YCJU 
HAVE  IS  A  BOLD  AITERNATIVE  TO  TRADITIONAL 
LUXURY  GARS.*  An  ALTERNATIVE  THAT'S 
KICKING  MORE  THAN  JUST  ASPHALT.  :] 


BO  N  NEVILLE 

LUXURY  WITH  ATTITUDi 


Forstmann  glumly  made  the  rounds  of  his  largest  investors  to 
ask  for  their  suppoi't.  He  got  it — along  with  a  heavy  dose  of 
irritation  and  ftaistration.  "I  did  feel  some  annoyance,"  says 
John  H.  Meyers,  president  of  ge  Investment  Management 
Inc.,  one  of  Forstmann's  largest  and  most  loyal  investors. 
"In  this  business,  no  one  expects  every  investment  to  be 

good,  but  some  of  us 
felt  Teddy  had  been 
content  to  rest  on  his 
laurels." 

Stung  by  such  criticism,  Forstmann  decided  to  step  in 
and  nm  the  company  himself.  In  November,  1993,  Forstmann 
appropriated  the  chairmanship,  replacing  Lowe,  who  was 
invited  to  resign;  the  CEO  slot  was  left  vacant.  Says 
Forstmann:  "I  agonized  over  becoming  chairman  but  to  be 
honest,  I  was  never  not  going  to  do  it." 
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Crowded  Skies 


Tlorstmann,  who  took  no  salary  as  chairman, 
.  says  he  has  devoted  about  three-fourths  of 
his  work  time  to  Gulfstream  over  the  past  three-plus  years. 
Although  he  flew  to  Savannah  on  his  G  IV  an  average  of  once 
a  week,  he  rarely  even  stayed  overnight.  Essentially,  he  pi- 
loted Gulfstream  from  the  same  Manhattan  corner  office 
where  he  ran  Forstmann  Little,  confen-ing  frequently  by 
telephone  with  Breidenbach,  Davis,  and  other  senior  managers 
in  Savannah. 

In  early  1994,  Forstmann  cleared  the  decks  at  Gulfstream 
by  taking  a  $204  million  charge  against  1998  earnings,  re- 
sulting in  a  $275  million  loss  for  the  year  Half  of  that  was  a 

t,  write-off  for  the  balance 


of 


the  company's 
qiital  in- 


(These  prices  are  for  unpainted  aircraft  with  unfurnislf 
cabins;  completion  of  the  "gi-een"  plane  adds  $4  million  toj 
million  to  the  tab.) 

By  Gulfstream 's  reckoning,  the  potential  market  for  the 
tra-long-distance  jet  consisted  of  no  more  than  300  to  500  b 
ers  worldwide.  Merely  to  break  even  on  the  G  V,  the  c(  I 
pany  would  have  to  sell  about  100  planes — a  milestc 
surpassed  by  all. earlier  Gulfstream  models.  However, 
the  fu-st  time,  Gulfstream  faced  head-to-head  competitioi 
launching  a  new  model.  In  late  1993,  Bombardier  had  de( 
ed  to  fund  the  development  of  a  rival  ultra-long-dist: 
model,  the  Global  Express.  As  initially  advertised,  the  Gli 
al  Express  was  to  match  the  G  V  in  range  yet  feature  a 
er  cabin  and  higher  speeds  at  a  sticker  price  of  $26  millii 

To  cut  the  development  costs  of  the  G  V,  the  new  rei 
outsourced  the  production  of  the  wing  and  the  tail, 
rather  than  simply  put  the  jobs  out  to  bid,  Breidenbach  li 
ed  a  page  fi'om  cje's  playbook  and  persuaded  Gnimman  Ae' 
space  and  Fokker  Aviation  to  foot  part  of  the  costs  in  f 
change  for  a  cut  of  future  G  V  revenues.  Together,  the  t' 
deals  cut  Gulfstream's  up-front  investment  in  the  G  V  by 
million,  or  23%. 

Meanwhile,  to  rev  up  sales  and  marketing,  Forstmann  hii 
William  W.  Boisture,  a  deceptively  folksy  Louisianian  w 
had  nin  the  Biitish  Aerospace  Coip.  division  that  mai'kets  t 
Hawker  line  of  jets.  Boistui'e,  now  51,  quickly  zeroed  in  on  t 
G  V's  biggest  challenge:  competition  from  the  Global  Expre 
Boisture  designed  a  new  commission  system  that  penaUz 
salespeople  for  ordei's  lost  to  Canadair  or  Dassault  while  pi 
ing  a  premium  for  a  customer  taken  fi'om  a  rival. 

Forstmann  himself  attended  to  Gulfstream's  advertis 
giving  it  a  combative  new  tone.  The  fu'st  ad  he  approved  ( 
lai'gely  wTote)  depicted  the  Global  Express  as  a  paper  pla 
with  a  ciximpled  nose.  "Canadair'  will  still  be  making  promis 
when  we're  making  au-planes,"  sneered  the  ad,  which  includ 
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THE  DOGFIGHT  BETWEEN 
GULFSTREAM  AND  BOMBARDIER 


G  V 

GLOBAL  EXPRESS 

96'  5" 

LENGTH 

99'  5" 

7'  4" 

CABIN  WIDTH 

8'  2" 

6'  2" 

CABIN  HEIGHT 

6'  3" 

90,900  lbs. 

WEIGHT 

93,750  lbs. 

19 

SEATING  CAPACITY 

19 

51,000  ft. 

MAXIMUM  ALTITUDE 

51,000  ft. 

6,500  naut.  mi. 

MAXIMUM  RANGE 

6,700  naut.  mi. ' 

Mach  0.885' 

MAXIMUM  SPEED 

Mach  0.90 

$32  million 

PRICE  (UNFINISHED) 

$32  million 

Dec,  1996 

FIRST  DELIVERY 

Dec, 1997  ^ 

*Confirmed  in  test  flight  **Proiected 

DATA  GULFSTREAivt  AEROSPACE  CORP  AND  BOMBARDIER  INC 

vestment  in  the  G  IV, 
which,  in  the  judgment  of 
the  new  management,  was 
hurtling  toward  obsoles- 
cence. Not  only  had  or- 
ders for  future  delivery 
declined,  but  seven  com- 
pleted planes,  or  "white- 
tails,"  were  languishing- 
unsold  on  the  tarmac  in 
Savannah.  In  fact,  the  G 
IV  had  a  lot  of  remaining 
sales  mileage.  But  as  this 
critical  transition  year  be- 
gan, Forstmann  and  his   tartret  customers."  sa; 


an  offer  ol 
$250,000  discount  on  a 
V  to  anyone  who  cancel 
a  Global  Express  ord 
In  later  ads,  Gulfstrea 
stridently  extolled  its( 
as  an  American  icon  d 
ing  battle  against  "go 
ernment-subsidized  f( 
eigTi  entities," 

Canadair's  executiv 
deride  the  ads  as  wron: 
headed.  Gulfstreair 


a 
d 

0 

c' 


"Buy 
paign] 


American  [car 
seems  to  run  t 


internal  policies  of  ol 


colleagues  were  convinced 
that  accelerating  develop- 
ment of  the  G  V  was 
Gulfstream's  only  hope. 

The  G  V  was  planned 
to  have  a  maximum  range  of  6,500  nautical  miles — 54%  more 
than  the  G  IV — and  feature  a  slightly  roomier  cabin  than  its 
predecessor.  If  the  G  V  performed  as  designed,  a  busy  ceo 
and  as  many  as  18  underlings  would  be  able  to  fly  halfway 
around  the  world  in  14  hours  without  refueling.  But  they 
would  pay  dearly  for  the  privilege.  Gulfsti-eam  initially  priced 
the  G  V  at  .$29.5  million,  about  $9  million  more  than  the  G  IV. 
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Michael  S.  Graff,  prei 
dent  of  Bombardier  Bu 
ness  Aircraft.  U.  S.-bas( 
multinationals  "are  thin 
ing  of  themselves  as  le; 
and  less  American  and  more  global." 

But  the  advertising  battle  was  a  sideshow  to  the  trench  wa 
fai"e  that  resulted  as  the  Gulfstream  and  Canadair  sales  foro 
fanned  out  around  the  world  seeking  advance  orders  fro 
eveiy  coi'poi'ation,  government  agency,  and  liigh  roUer  with  $ 
million  to  spend.  To  the  imtutored  eye,  the  G  V  and  Global  E 
press  appear  quite  similar  (table);  they  even  use  the  san 


FINDING  ARAMARK  WAS 

ENIUS.  WHEN  WE  HAD  SALES  OF  $150  MILLION,  6  MONTHS  FASTER  THAN  WE  PLANNED,  IT  WAS 

LIKE  STRIKING  OIL. 


d  wc  have  sold  50,000  barrels  of  oil  a  day  at  $22  a  barrel  in  1996  if  ARAMARK  weren't  a  major  part  of  the  eonsortiimi  of  eonipaiues  working 
'S  in  the  North  Sea'f  I  think  the  answer  is  elearly.  ini  Oh.  we  knew  Iniw  well  Dean  Burgess  and  his  team  would  handle  our  food  serviee. 
ine  and  book  eoneesstons.  the  faeility  nuviageuient  ami  even  mad  deliverv  tor  W  full-time  people.  Fhere  was  never  a  doubt.  Hut  when 
lARK  had  the  idea  to  build  the  entire  offshore  erew's  quarters  on  dry  land,  float  it  to  the  site,  lift  it  onto  the  platforin  and  in  less  than  four 
Dlug  it  in  so  we  eoidd  begin  drdlmg  od  immediately,  well  that's  when  we  knew  we  had  ourselves  a  real  partner.  And  to  think,  the  entire  pro]eet 
n  $B6  million  under  budget.  When  you  eotnbme  that  with  the  niillioiis  of  barrels  of  oil  we've  sold.  well,  what  ean  1  say?"  The  words  of  Owen 
ell  of  British  Petroleum.  Who  said  it  eouldn't  he  donei'  Xo  one  at  ARAMARK,  that's  for  sure.  That  attitude  is  nowhere  to  be  found  when  the 
ling  that  matters  is  solving  a  partner's  problems.  Helping  a  partner  save  money  And  helping  a  partner  make  money  It's  led  Mr  ('happell  to 
le  thing:  "  The  value  of  BP's  partnership  with  ARAMARK  is  proven  to  me  every  day  -  barrel  bv  barrel."  ^^^^^f^/^J^f/\f^l^ 

ARN'  MORE  ABOUT  L'Nl.lMITKn  PARTNERSHIP  CALL  1  •  800- ARAM  ARK  OR  VISIT  LS  AT  http://www.aramark.com  Managcl  Services.  Mniuigc<l  Better. 


BMW  Rolls-Royce  engine.  But  the 
lival  sales  forces  have  ban-aged 
prospects  with  endless  technical 
claims  and  counterclaims.  The  se- 
nior executive  of  one  American 
company  that  recently  placed  a 
G  V  order  gi'oans  when  asked  if 
he  expected  Canadah*  to  continue 
pursuing  him.  "Oh  God,  yes,"  he 
says.  "We  only  need  one  new 
plane,  but  they  seem  more  deter- 
inined  than  ever  to  sell  us  theu's." 

Forstmann  thi'ew  himself  into 
the  sales  fi'ay  with  abandon,  hop- 
ping in  his  G  IV  and  flying- 
halfway  around  the  world,  if  nec- 
essary, to  clinch  a  sale.  He  was 
having  lunch  with  liis  mother  one 
weekend  in  1994  when  she  sur- 
prised him  with  a  a  doleful  ques- 
tion: "Teddy,  aren't  you  doing 
well?"  Forstmann  assured  her  all 
was  fine.  "Why  are  you  going 


dier  claims  that 
.Jous  sales 
'  i  close  to 
 jssjets 


around  selling  planes  then?"  she 
asked.  Says  Forstmann:  "I  know 
some  people  consider  it  degi-ading 
for  me  to  be  selling  planes.  But  I 
do  not  feel  degi'aded  at  all,  not 
one  tiny  percentage  point." 

Forstmann,  who  prides  him- 
self on  assembling  high-powered  ^^^^^^^^^^^^^^^^ 
boards,  enlisted  Gulfstream's  di-  W^K^^^K^^^^^^^^m 
rectors  in  his  sales  drive.  Every 

month,  management  circulates  a  r>      i      i-    ,  n 

hst  of  current  prospects,  invit-  othuoOlH  Bombardier  s  CEO  says  Forstmmm 

ing  directors  to  pitch  in  with  a  WOil  'f  Stick  With  Gulfstream  for  loUQ 
phone  call  or  personal  visit.  In 

addition  to  Forstmann,  the  board  includes  such  world-class 
networkers  as  Robert  Strauss,  George  R  Schultz,  and  retu-ed 
General  Colin  L.  Powell. 

SALESMEN  WITH  CLOUT.  In  1994,  Strauss  made  a  well-timed 
call  to  Walter  Mondale,  then  U.  S.  ambassador  to  Japan,  that 
helped  Gulfstream  ace  out  Bombardier  and  Dassault,  and 
land  a  big  contract  with  the  Japanese  air  force,  which  has 
purchased  five  G  IVs  to  date  and  eventually  may  buy  as 
many  as  four  more.  "Have  I  been  active  [selling  planes]?" 

Strauss  asks  rhetori- 
cally. "Boy,  is  that  an 
understatement." 
By  the  end  of  1994, 

it  was  evident  that  Gulfstream  was  on  its  way  back.  It  had  re- 
bounded fi'om  its  mega-loss  in  1993  to  post  a  $24  million  net 
profit.  Buoyed  in  pait  by  a  providentially  timed  updraft  in  the 
choppy  market  for  corporate  aircraft,  G  IV  sales  had  re- 
bounded and  41  finn  orders  for  the  G  V  were  in  hand,  each  se- 
ciu'ed  by  a  nonrefundable  .$2  million  deposit.  In  early  199.5, 
Forstmann  dealt  Ganadair  what  he  hojjed  would  be  a  decisive 
blow:  He  liii-ed  away  its  top  executive,  Biyan  T.  Moss.  Now  .57, 
Moss  is  one  of  the  woiid's  most  accomplished  airplane  sellers, 
though  he  is  so  silky  and  cei'ebral  in  manner  that  he  seems 
more  statesman  than  salesman. 

Moss's  sudden  departui'e  hit  Bombardier  right  between 
the  eyes.  He  left  "with  no  notice,"  growls  a  spokesperson  for 
Bombardier.  Instead  of  the  paity  he  requested.  Bombardier's 
going-away  present  was  a  lawsuit  filed  in  U.  S.  District  Couit 
to  prevent  him  fi'om  taking  confidential  information  to  Gulf- 
stream. Bombardier  eventually  withdrew  its  suit,  but  the 
bitterness  fingers.  "They  made  it  veiy  unpleasant  for  me," 
Moss  says.  Senior  Bombardier  executives  decline  to  com- 
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ment  on  the  record.  Priva 
their  response  to  Moss's  de 
ture  can  be  summarized  i 
single  epithet:  traitor. 

With  Moss's  help,  Gulfstn 
has  garnered  70  orders  for 
<;  V — a  figure  reported  in 
company's  Securities  & 
change  Commission  filings.  [ 
though  some  of  those  custonj 
could  walk  away  from  theii 
million  deposits  in  a  reces: 
or  in  the  face  of  a  better 
from  Bombardier,  it's  a  st: 
start.  Bombardier  hasn't 
vealed  orders  for  the  Global 
press.  "Our  only  comment 
is  that  we  are  approaching 
orders,"  says  John  Laws 
president  of  Canadair  Busir 
Aircraft.  Prove  it,  scoff  G 
stream  executives.  Whate 
the    differential,  Gulfstre 
clearly  has  taken  the  fii'st  roi 
in  a  contest  that  is  still  in 
early  stages. 

The  struggle  entered  a  ci 
cal  new  phase  on  Dec.  13  wl 
the  Federal  Aviation  Admii 
tration  awarded  provisional  ( 
tification  to  the  G  V  after 
months  of  testing.  This  allo\ 
Gulfstream  to  begin  "deliveri: 
green  aircraft  to  customers 
interior  customization.  The  C 
is  expected  to  be  awarded 
certification  at  an  faa  meet 
on  Apr.  11.  Some  aviation  exj^erts  believe  the  Global  Expr 
will  be  a  superior  aircraft — if  it  performs  as  promised. 
Bombardier's  own  estimate,  Canadian  authoiities  are  not 
pected  to  certify  the  Global  Express  for  at  least  anotlj 
year,  putting  the  company  at  a  continuing  disadvantage. 


pn 


Regaining  Altitude 


Last  October,  Forstmann  Little  took  Gifl 
stream  public,  raising  $1  billion  in  one 
tilt'  largest  ii'os  of  1996.  But  only  about  .$100  million  of  i 
proceeds  went  to  Gulfstream  itself;  the  balance  was  pockei| 
by  Forstmami  Little  and  Gulfstream  executives.  At  about ' 
same  time,  Gulfstream  borrowed  $4.50  million  to  redeem  1 
prefeiTed  stock  held  by  Forstmami  Little's  investors.  The  fii 
still  owns  42.4%  of  Gulfstream,  now  worth  about  $720  milli. 

According  to  Forstmann  Little,  its  subordinated  debt 
vestors  ended  up  earning  22%  a  year  on  their  investmenti 
Gulfstream,  a  bit  above  the  fii-m's  20%-  average  return,  wli 
its  equity  investors  have  made  40%  a  year — well  unc'i 
Forstmann  Little's  historical  average  but  a  handsome  ri 
turn  by  almost  any  other  standard.  '{ 
Boinbardier  tried  to  turn  the  IPO  to  its  advantage.  Laurd 
Beaudoin,  Bombardier's  chairman  and  CEO,  contends  t\\ 
Forstmann  Little  has  "taken  an  investment-banker-type 
proach"  toward  Gulfstream.  That  is,  its  aim  has  not  beenjifciis 
fortify  Gulfstream  for  the  long  haul  but  to  "see  how  ^>\k%^ 
they  can  turn  it  around  to  sell  it  to  the  public."  Uix; 
This  assertion  infuriates  Forstmann,  who  insists  that  mtm 
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We  don't  mean  to  encourage 
procrastination,  but  you  really  can 
fund  your  IRA  at  the  last  minute. 


Fidelity 


IRA  investing  at  its  most  convenient. 

So  you've  been  putting  off  contributing  to  your  Individual 
Retirement  Account  until  the  last  minute.  Guess  what,  it  is  the 
last  minute.  But  Fidelity  makes  it  easy  to  make  your  IRA 
contribution.  You  can  visit  any  of  our  over  80  Investor  Centers, 
open  late  for  your  convenience.  Or  you  can  reach  us  by  phone 
or  via  our  Web  site,  24  hours  a  day.' 

More  choice  of  mutual  funds. 

Even  investing  at  the  last  minute,  you'll  still  have  the  full  range 
of  investment  options  you  expect  from  Fidelity.  For  instance, 
through  Fidelity's  FundsNetwork,-  we  can  offer  you-Eidelity  funds 
and  thousands  of  funds  from  other  fund  families.  You  can  also 
choose  stocks,  bonds  and  other  securities  for  your  IRA. 

The  IRA  deadhne  is  April  15. 

It's  true,  Fidelity  works  harder  to  help  you  meet  the  IRA 
contribution  deadline.  But  the  reality  is.  April  15  is  your  last 
day  to  get  that  tax  advantage.  So  call  right  away,  or  visit  a 
Fidelity  Investor  Center  or  our  Web  site,  where  you  can  request  an 
IRA  application.  After  all,  haven't  you  waited  long  enough? 


Investments^ 


www.fidelity.com 

1-800-544-3069 


FIDELITY  INVESTMENTS' 


TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  ■  9  p.m.  ET. 

nore  complete  information  on  any  fund  available  through  Fidelity,  including  charges  and  expenses,  call  for  a  free 
pectus.  Read  it  carefully  before  you  invest.  J 

leadline  to  maice  a  1996  IRA  contribution  is  April  13.  1997.  Please  call  for  more  information  on  how  to  open  a  Fidelity  IRA 
nake  a  1996  contribution  by  the  deadline.  Q 

nore  information  on  the  FundsNetwork  program,  call  for  a  FimdsNetwork  Peiformance  Directory.   

ity  Brokerage  Services,  Inc.,  Member  NYSE,  SIPC.  Fidelity  Distributors  Corporation  4b/27339.001  NE1WORK 


and  his  partners  ai'e  in  no  hiury  to  cash  out.  Wliy  would  they, 
with  the  jetmakei-'s  stock  trading  a  bit  under  the  ip(j  price  of 
$23  a  share?  The  stock  has  languished  even  though  Wall 
Street  projects  earnings  this  year  at  about  $190  million, 
quadruple  1996  levels,  as  it  cranks  up  G  V  and  G  IV  deliv- 
eries. "The  promise  is 
certainly  there,"  says 
Byron  Callan,  Merrill 
Lynch  &  Co.'s  aero- 
space analyst,  "but  given  this  company's  turbulent  past,  peo- 
ple want  to  see  how  1997  actually  plays  out  before  they 
get  excited." 

In  some  ways,  Gulfstream  remains  a  work  in  jM'ogress. 
Over  the  past  three  years,  the  company  has  cut  the  average 
assembly  time  of  the  G  IV  from  67  to  less  than  30  days,  and 
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yet  Breidenbach  still  sees  considerable  room  for  imjn-.e 
ment.  The  company  also  must  master  the  foiTnidable  teci) 
cal  challenges  of  simultaneously  producing  two  different  irj 
els  on  the  same  factory  floor  And  sooner  or  later,  Foi'stintU' 
must  solve  the  chronic  problem  of  succession  and  fill  Gjj 
stream's  long-vacant  ceo  slot. 

After  S'/:  years,  Forstmann  is  less  enamored  of  his  n\i 
agement  post  than  he  once  was.  And  though  there's^ 
doubt  his  passion  for  the  company  is  real,  he  remaint|i 
heart  an  investor,  not  an  operator.  His  mission  at  Gii 
stream  was  twofold:  to  pilot  its  return  to  health  and  then  ^ 
ish  it  up  for  a  profitable  sale.  Step  one  is  done;  step  tw| 
just  a  matter  of  time. 

By  Anthony  Bianco  in  Savannah,  Ga.,  with  Williant 
Symonds  in  Toronto  \ 


IT'S  NOT  WRETCHED  EXCESS-IT'S  A  NECESSITY 


During  the  1980s,  the  business  jet 
was  vihfied  as  a  symbol  of  corpo- 
rate conspicuous  consumption. 
Who  can  forget  the  tales  of  Ross 
Johnson  ferrying  his  dog  around  on 
the  R.JR  jet  or  Mary  Cunningham  re- 
doing the  bulkhead  of  Morrison 
Knudsen's  plane  in  gold-leaf  flowers? 

As  shareholder  backlash  against 
such  excesses  gathered  force,  many 
executives  decided  flying  commercial 
wasn't  so  bad  after  all.  The  number 
of  U.  S.  companies  operat- 
ing their  own  aircraft 
peaked  in  1986  at  7,310 
and  fell  through  decade's 
end  to  a  low  of  6,584  in 

1991,  according  to  Avia- 
tion Data  Service  Inc.,  a 
consulting  finn.  One 
might  have  thought  that 
the  1990s  vogue  of  down- 
sizing would  have  finished 
off  the  corporate  jet  foi' 
good.  Instead,  the  number 
of  companies  using  busi- 
ness jets  has  been  accel- 
erating steadily  since 

1992,  hitting  a  record 
7,480  this  year 

In  pait,  that's  because  genei'ally 
I'obust  economic  conditions  and  the 
increasing  giobahzation  of  business 
have  provided  an  enormous  boost  to 
planemakers.  But  Gulfstream,  Bom- 
bardier, and  others  also  have  aided 
their  cause  by  shifting  their  market- 
ing focus.  Recognizing  that  an  overt 
appeal  to  CEO  vanity  would  no  longer 
fly  in  an  era  of  cost-consciousness, 
they've  recast  the  corporate  jet  as  a 
money-saver  No  less  important, 
they've  also  capitaUzed  on  the  mania 
for  penny-pinching  by  selling  jets  to 
time-share  concerns  that  let  compa- 
nies own  just  a  piece  of  a  plane  for 
far  less  than  the  whole  thing. 


Of  course,  none  would  deny  that  an 
executive  jet  remains  a  high-status 
luxuiy  much  coveted  by  the  corpo- 
rate elite.  But  to  help  convince  skep- 
tical boards  that  it's  also  a  necessity, 
the  industry  now  is  getting  down  to 
particulars.  Last  fall,  the  National  As- 
sociation of  Business  Aircraft,  a  lead- 
ing trade  gi'oup,  began  selling  a  new 
software  package — Travel  Sense — 
that  helps  corporate  flight  depart- 
ments cost  out  every  single  trip  and 


MONEY-SAVER?  Lou  Gerstyier  with  Big  Blue's  bird 


figur-e  out  in  advance  whether  it 
would  be  cheaper  to  take  the  compa- 
ny plane,  charier  an  aircraft,  or  fly 
commercial.  "It's  been  a  real  eye- 
opener,"  says  a  senior  officer  of  one  of 
the  260  companies  now  using  Ti-avel 
Sense.  "I  do  think  that  the  use  of  pri- 
vate planes  is  increasingly  economic." 
TIME  SHARES.  The  financial  argument 
for-  corporate  jets  has  been  bolstered 
by  wrenching  changes  in  the  air'line 
industry,  which  have  driven  the  price 
of  a  business-class  ticket  up  precipi- 
tously and  cut  sei'vice,  especially  to 
second-tier  cities.  CEO  salary  inflation 
helps,  too.  The  time  that  a  pr-ivate 
jet  saves  the  ceo  is  more  valuable 


when  the  boss  is  pulling  down  $20 
million  a  year. 

Of  course,  you  won't  hear  ceos  ad 
vocating  the  purchase  of  a  G  V  or  i 
Global  Express  on  the  basis  of  their 
fat  salaries — or  on  any  other  basis,  ' 
for  that  matter".  A  jet  is  a  hard  thing! 
to  hide,  yet  most  companies  respond 
to  questions  about  them  with  the 
tight-lipped  "no  comment"  usually  re 
served  for  a  scandal.  i 
Although  corporate  jets  haven't  j 
figured  prominently  in  the^ 
proxy  battles  of  the  1990s: 
a  belief  in  their  frivolity 
remains  an  article  of  faith 
among  activist  sharehold- 
ers. "I  don't  know  of  a 
single  person  who  thinks 
of  the  corporate  jet  as  a 
good  thing,"  says  Nell  Mi- 
now,  a  principal  of  Lens 
Inc.,  a  shareholder-rights 
group. 

Faced  with  that  kind  of 
skepticism,  both  Gulf- 
stream and  Canadair  are  t 
moving  beyond  the  fat-cat] 
class  by  embracing  the 
concept  of  time-sharing,  ori 
shared  ownership.  For  a  few  million  \ 
dollars  a  year  in  fees,  customers  of  j 
time-sharing  companies  get  an  equitjj 
interest  in  a  plane  and  the  right  to  ( 
use  it  for  a  set  number  of  hours. 

Bombardier  owns  a  piece  of  Jet-  j 
Solutions,  a  time-sharing  fir-m  found- 
ed in  1995.  Gulfstream  has  gone  a 
differ'ent  route,  fashioning  a  market- 
ing alliance  with  NetJets.  Founded  ir| 
1987,  NetJets  is  the  largest  and  old- 
est aviation  time-sharing  company.  I 
also  has  become  far  and  away  Gulf- 
stream's  single  biggest  customer, 
having  ordered  33  planes  (31  G  IVs 
and  2  G  Vs)  since  1995. 

By  Anthony  Bianco  in  New  York 


i 
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Introducing  UUNET|xtr^^ 


When  UUNET,®  MFS  Communications® 
and  WorldCom®  joined  forces,  a  new  business 
communications  capability  was  born. 

For  the  first  time,  one  of  the  world's  most 
extensive  local  fiber-optic  infrastructures 
could  be  combined  with  the  unmatched  reli- 
ability and  scope  of  UUNET's  global  Internet 
backbone  and  dial  network.  The  result  is  the 
Extended  Intranet,  or  "Extranet."  With  control 
of  the  network  end-to-end  from  your  head- 
quarters to  bran:hes  and  business  partners 
around  the  world,  we  can  guarantee  levels 
of  avaOability  and  performance. 

Our  new  Extranet  Services,  ExtraLink  and 
ExtraLink  Remote,  give  you  all  the  advantages 
of  public  or  private  wide-area  networks,  includ- 
ing security,  plus  more  secure  dial-up  access 


he  accessibility  of  the  Internet 
ith  the  security  of  an  Intranet. 


for  remote  users.  At  a  fraction  of  the  cost. 
And  Extranet  Services  come  from  the  only 
company  that  could  bring  together  all  the 
elements  to  make  it  happen. 

For  more  information,  call  1800  465  6814 
or  visit  our  Web  site  at  www.uu.net/extranet/bw9. 


THEI^frEltNeTA 
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Government 


THE  ADMINISTRATION 


DR.  ELBOWS' GETS 
MORE  ROOM 

Treasury's  tough  guy,  Larry  Summers,  pumps  up  his  power 


Larry  Summers  was  getting  fid- 
gety— never  a  good  sign.  The 
Deputy  Tr-easury  Secretary  was 
90  minutes  into  a  Saturday-morn- 
ing retreat  with  top  Internal  Revenue 
Service  brass  in  March,  1996.  And  he 
was  seeing  firsthand  that  many  of  the 
charges  against  the  agency  were  true — 
IRS  officials  were  more  focused  on  de- 
fending their  turf  than  on  digging  the 
agency  out  of  its  mess.  The  flashpoint: 
Capitol  Hill  complaints  that  the  iKS 
had  wasted  much  of  the  $4  billion  spent 
on  updating  its  antiquated  computer 
system. 

What  followed  was  classic  Summers: 
"He  just  ripped  their  agenda  to 
shreds,"  says  a  former  iRS  aide.  With 
withering  questions,  Summers  pressed 
agency  officials  to  figure  out  how  to 
rescue  their  foundering  project  and  im- 
prove taxpayer  service.  Their  answers 
told  Summers  that  iRS  managers 
weren't  up  to  the  job.  By  day's  end. 
Summers  was  ready  to  acknowledge 
to  Congress  that  the  iRS  's  computer 
upgrade  was  "badly  off  the  ti'ack" — 
and  to  foi'ce  the  insular*  agency  to  turn 
much  of  the  project  over  to  outsiders. 
CENTRAL  ROLE.  LawTence  H.  Summers, 
management  expert?  The  image  hardly 
seems  to  fit  the  enfant  terrible  econo- 
mist best  known  for  the  wide-ranging 
research  that  won  him  tenure  at 
Harvard  University  at  the  age  of  28. 
But  over  six  years  in  Washington — 
first  as  chief  economist  at  the  World 
Bank,  then  as  top  international  nego- 
tiator and  No.  2  official  at  Ti'easury — 
Summers  has  ceitainly  leai'ned  the  cap- 
ital's power  games.  Now,  he  has  a 
central  role  in  foi-ging  Administration 
economic  policy. 

President  Clinton  acknowledged 
Summers'  growing  role  in  December 
when  he  made  the  42-year-old  econo- 
mist the  only  sub-Cabinet  official  with 
a  seat  on  the  White  House  National 
Economic  Council.  Summers  is  also  at 
the  table  most  Thursday  mornings 
when  his  boss,  Ti'easury  Secretary 
Robert  E.  Rubin,  has  breakfast  with 


Federal  Reserve  Chairman  Alan 
Gi'eenspan. 

The  next  few  months,  however,  may 
leave  Summers  longing  for  quiet,  ivy- 
covered  halls.  A  congressional  commis- 
sion is  likely  to  recommend  in  April  that 
the  iRS's  tax  collectors  be  spun  off  into 
an  independent  agency,  leaving  Treasmy 
with  at  most  a  small  gi'oup  of  regulation- 


LARRY  SUMMERS'  PAST... 

MEXICO  Summers  designed 
and  shepherded  successful 
U.S.  and  international  rescue 
after  the  1995  peso  crisis. 

INFLATION-INDEXED 
BONDS  Summers  champi- 
oned and  helped  design  Trea- 
sury's new  bonds  with  rates 
that  vary  with  inflation.  First 
issues  have  proven  popular. 

STRONG  DOLLAR  After 
favoring  a  cheap  dollar  to 
punish  Japan  in  1993-94, 
Summers  reversed  course 
and  supported  the  dollar's 
long  climb.  Now,  he's 
trying  to  put  a  cap  on  the 
greenback. 

TAXES  Summers,  a  fan  of 
savmgs  incentives,  is  more 
inclined  to  favor  cuts  in  tax- 
es on  capital  gains  than  oth- 
er Clintonites.  He  also 
helped  design  Clinton's  wel- 
fare-to-work corporate  tax 
incentives. 


xvi-iters  and  tax-crinie  investiga-  WUNDfcKl^ai^i} 
tors.  Summers  will  have  to  per-  , 

suade  skeptical  legislators  in  oUmmerS  research 

both  parties  that  his  more  mod-  WOn  him  tenure  OR 

est  plans,  announced  Mar.  17,  Harvard's  faculty  at  28 

can  shake  up  iRS  management 
and  improve  service  for  taxpayers  with- 
out stripping  Treasury  of  its  oversight  of 
the  tax  collectors — who  make  up  more 
than  half  its  employees. 


At  the  same  time,  trouble  is  brew:^ 
on  Summers'  old  beat,  internatio:! 
economics.  Since  1995,  Summers  fl 
Rubin  have  promoted  a  strong  dollai  o 
help  keep  U.S.  interest  rates  do\'. 
But  now,  the  greenback's  strengths 
feeding  a  surge  in  Japanese  expoi;. 
"We're  headed  back  to  the  mid-198;, 
when  the  strong  dollar  and  weak  jn 


created  enurnK 
trade  and  finanui 
tensions,"  warns  ^ 
Fred  Bergsten,  i- 
rector  of  the  In-'i- 
tute  for  Internatioil 
Economics,  a  Washington  think  tan! 

Rubin  and  Summers  downplay  t|t 
risk — but  are  acting  to  head  it  off. 
Ti-easury  chief  now  says  the  biik 
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uldn't  go  up  anymore.  And  Sum- 
's went  to  Tokyo  in  March  to  warn 
an  not  to  try  to  export  its  way  out 
ts  long  slump.  "We  thought  it  was 
appropriate  time  to  send  a  signal 
apan  on  the  importance  of  domestic 
land,"  he  explains.  Economists  in 
yo,  however,  question  Summers' 
,ng,  since  Japan's  budget — the  main 
icle  for  boosting  domestic  growth — 
already  set. 

SQUE  MANNER.  Back  home.  White 
ise  aides  are  promoting  Summers 
ead  what  could  be  the  biggest  eco- 
lic  initiative  of  Clinton's  second 
n:  drafting  a  plan  to  ensure  Social 
arity's  solvency.  Based  on  Summers' 
■savings  writings  while  in  academia, 
few  remaining  liberals  in  the  Ad- 
istration  fear  he'll  push  for  manda- 
I  private  retirement  accounts  to 
cJement  Social  Security.  But  Clinton 
n't  yet  decided  whether  to  tackle 
tlement  reform,  and  all  Summers 
say  for  now  is  that  "nothing  we  do 
uld  jeopardize  Social  Security's 


left  his  footprints  on  many  backs  as  he 
ripped  up  competing  policy  ideas  with 
whL'lwind  analyses  and  bmsque  attacks. 
Behaving  as  if  he  were  still  a  college  de- 
bater back  at  the  Massachusetts  Insti- 
tute of  Technology,  "Larry  didn't  have 
time  for  people  who  weren't  up  to  his 
intellectual  caliber — and  there  aren't 
many  people  who  are,"  says  a  fonner 
Treasury  staffer.  His  style  didn't  win 
him  friends  abroad,  either.  Although 
Summers  and  Rubin  rescued  Mexico 
from  the  1995  peso  crisis,  Bundesbank 
President  Hans  Tietmeyer  privately 
complains  that  he  first  heard  of  the  U.S. 
bailout  during  a  radio  news  report. 

But  colleagues  say  Summers  wields 
his  elbows  with  far  more  care  now.  "I've 
even  heard  Larry  say  recently  that  he 
knows  less  about  a  topic  than  someone 
else  does,"  laughs  an  academic  chum. 
Summers  is  learning  his  people  skills 
from  Rubin,  a  master  of  conciliation. 
Clintonites  say  that  Secretary  Smooth 
and  Dr.  Elbows  make  a  strong  team: 
"Bob  has  put  a  softer  edge  on  Lairy," 


...  AND  HIS  FUTURE 

IRS  OVERHAUL  With  pressure  mounting  in 
Congress  to  revamp  the  tax-collecting  agency, 
Summers  proposes  a  milder  plan  to  beef  up 
Treasury's  oversight  and  improve  IRS  manage- 
ment. Skeptics  say  the  plan's  just  an  attempt 
to  protect  Treasury's  turf. 

TAX  SIMPLIFICATION  Strongly  opposed  to 
sweeping  tax  reforms  such  as  the  flat  tax  or  a 
national  sales  tax,  Summers  is  cobbling 
together  a  dozen  measures  to  ease  taxpayers' 
burdens.  GOP  reformers  say  he's  trying  to 
undercut  their  drive  for  an  overhaul. 

JAPAN  TRADE  Summers  went  to  Tokyo  to 
warn  Japan  not  to  depend  on  a  weak  yen  and 
big  exports  to  lift  its  faltering  economy.  Critics 
charge  that  he  spoke  too  late,  and  fear  the 
U.S.  is  headed  for  bigger  trade  deficits  with 
Japan  and  another  round  of  trade  tensions. 

SOCIAL  SECURITY  REFORM  If  Clintonites 
are  forced  to  confront  Social  Security's  long- 
term  weaknesses,  Summers  will  be  tapped  to 
develop  a  new  policy.  Based  on  his  academic 
research  on  savings  incentives.  Summers  may 
be  inclined  toward  supplementing  Social  Secu- 
rity with  mandatory  personal  savings  accounts. 


at  achievement"  of  ensuring  that 
elderly  don't  live  in  poverty, 
'o  take  on  Social  Seciu"ity,  Summers 
need  a  keen  ear  for  political  nu- 
e  and  a  deft  touch — not  qualities  he's 
n  known  for.  After  Clinton's  elec- 
1,  he  was  passed  over  for  the  chair- 
iship  of  the  Council  of  Economic  Ad- 
irs  because  of  his  prickly  reputation, 
i  once  he  was  at  Treasui^y,  Sununers 


says  former  Labor  Secretary  Robert  B. 
Reich,  "and  Larry  shaipens  Bob's  edges. 
Together,  they  get  it  about  right." 

That  doesn't  mean  Summers  and  Ru- 
bin always  see  eye-to-eye.  In  internal 
debates,  Summers  argues  for  invest- 
ment incentives,  including  bigger  tax 
breaks  for  capital  gains.  Rubin  sees  a 
capital-gains  cut  as  poor  economic  pol- 
icy fueled  by  political  necessity.  Col- 


leagues also  say  Summers  is  a  hawk  on 
fixing  cost-of-living  adjustments,  siding 
with  a  congi'essional  panel's  finding  that 
the  consumer  price  index  overstates 
annual  inflation  by  1.1  percentage 
points.  Summers  insists  that  he's  "in 
the  middle  of  the  range"  of  Adminis- 
tration policymakers  on  the  size  of  the 
CPI  error,  which  affects  Social  Security 
COLAS  and  tax  brackets. 

Even  when  they  disagi'ee,  Rubin  still 
gives  Summers'  views  great  weight. 
For  example,  Rubin  was  skeptical  that 
Treasury  could  lower  its  borrowing 
costs  and  help  investors  by  issuing 
bonds  with  floating  interest  rates  in- 
dexed to  inflation.  But  the  former  Wall 
Streeter  became  a  convert  under  the 
barrage  of  his  insistent  deputy's  re- 
search. Summers  "combines  an  extra- 
ordinary economic  mind  with  a  deep 
understanding  of  the  political  dimen- 
sions of  issues,"  Rubin  says. 

He'll  need  that — and  more — to  fix 
the  IRS.  Summers  has  hired  a  chief  in- 
formation officer — the  highest-ranking 
outsider  to  penetrate  the  iRS  bureau- 
cracy in  years — and  is  pushing  for  a 
top  manager  to  serve  as  iRS  commis- 
sioner. He's  also  farming  out  more  of 
the  computer  work  to  contractors  like 
Lockheed  Martin,  trw,  and  NCR.  Up 
next:  a  blueprint  and  executive  advisory 
board  to  guide  the  agency's  com.puter 
update. 

SCORING  POINTS.  IRS  critics  praise 
Summers  for  tackling  the  agency's 
problems — but  don't  think  his  plan  goes 
far  enough.  "It's  going  to  be  difficult  to 
make  the  personnel  and  management 
changes  iRS  needs  without  an  indepen- 
dent and  strong  board  to  run  the 
agency — not  just  advise  it,"  says  Sena- 
tor Bob  Kerrey  (D-Neb.),  co-chair  of 
the  National  Commission  on  Restruc- 
turing the  IRS.  That  congressionally 
sanctioned  panel  is  Ukely  to  recommend 
converting  all  or  a  major  chunk  of  the 
IRS  into  an  independent  agency  run  by 
a  business-oriented  board,  like  the 
Federal  Reserve  System  or  the  U.S. 
Postal  Service. 

Summers  begs  to  differ.  "Tax  ad- 
ministration belongs  in  the  same 
agency  as  tax  policy,"  he  says.  But 
that's  a  debater's  argument,  and  Sum- 
mers has  learned  that  he  has  to  score 
political  and  practical  points  to  prevail 
in  Washington.  So  he's  negotiating  with 
the  commission  to  soften  its  position, 
noting  that  time  spent  debating  iRS  in- 
dependence could  better  be  used  "ac- 
tually fixing  the  iRS."  Summers  is  stiU  a 
man  in  a  hurry.  But  now  that  he's  fix- 
ing economic  problems  instead  of  study- 
ing them,  he  recognizes  that  barreling 
ahead  at  full  speed  doesn't  always  get 
the  fastest  results. 

By  Mike  McNam.ee  in  Washington 
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Legal  Affairs 


LAW  ENFORCEMENT 


GALL  IT  l-WAY  ROBBER 


The  thieves  had  done  then-  home- 
work. A  httle  after  midnight  on 
June  9,  1995,  three  men  sliced 
thi'ough  the  chain-Hnk  fence  sur- 
rounding Ovemite  Transportation  Co.'s 
Wa\Tiesboro  (Va.)  truck  yai'd.  Then  they 
hot-wired  the  "yard  horse,"  a  tractor 
used  to  maneuver  trailers  around  the 
lot,  and  quickly  towed  two  big  trailers 
so  they  would  sliield  a  large  part  of  the 
truck  yard  from  the  road  outside.  ; 
Their  main  target:  a  trailer  contain- 
ing hundreds  of  thousands  of  dollars 
worth  of  Lexmark  computer  printers. 


including  two  separate  swat  teams.  Af- 
ter allowing  the  criminals  to  load  about 
$250,000  worth  of  contraband,  the  police 
moved  in  on  the  six  men.  In  Januaiy, 
they  all  pleaded  guilty  to  the  theft  and 
received  jail  terms  of  21  to  48  months. 

So  fai;  those  con\ictions  are  the  lead- 
ing law  enforcement  victoiy  against  a 
major  new  crime  wave:  high-tech  cargo 
theft.  The  South  American  Group  and  a 


fi-audulent  paperwork  at  a  South 
Francisco  distribution  yard  and  dij 
off  with  $6:37,000  worth  of  Seagate 
nology  Inc.  disk  drives.  On  Mai 
thieves  in  the  Southern  California  t| 
of  Fontana  took  two  trailers  contaii 
$500,000  worth  of  keyboards,  monitj 
and  software  destined  for  Hew]| 
Packard  Co.  Fujitsu  Ltd.  lost  $11( 
worth  of  disk  drives  on  Mar.  11. 
Now^  even  executives  that  in  the  k 


Barking  orders  into  a  walkie-talkie, 
one  of  the  criminals  ordered  two  others 
outside  the  unguarded  lot  to  drive  a 
pail"  of  Ryder  rental  tioicks  to  the  fi'ont 
gate.  A  sixth  member  of  the  crew  re- 
mained outside  the  tinck  yaixl  as  a  look- 
out and  monitored  police  band  radio. 
The  men  inside  the  lot  broke  the  lock  to 
the  front  gate,  waved  the  Ryder  tiucks 
in,  and  rechained  the  gate  with  their 
own  lock.  Then  the  team  drove  the  Ry- 
ders  next  to  the  treasiu'e  trove  of  print- 
ers and  started  to  unload. 
CRIME  WAVE.  The  robbers  belonged  to  a 
loosely  knit  nationwide  criminal  s\Tidi- 
cate  that  is  believed  to  have  cominitted 
hundreds  of  high-tech  thefts  over  the 
past  two  years.  Made  up  mostly  of 
Ecuadoreans.  Peiai\ians,  and  Colom- 
bians, the  syndicate  is  knowTi  as  the 
South  American  Group  and  is 
renowned,  among  other  things,  for 
its  uncanny  abihty  to  detect  police 
sting  operations.  But  on  this  night, 
recently  con\icted  crew  leader  Luis 
Piedra  was  off  his  game.  Waiting  in 
the  woods  outside  the  ti-uck  yard 
were  more  than  60  police  officers. 


growing  contingent  of  Korean,  Indian, 
Pakistani,  and  American  gangs  are  rip- 
ping off  printers,  chips.  cUsk  drives,  and 
monitors  fi'om  trucks,  warehouses,  sea- 
ports, and  airports  at  an  unprecedented 
rate.  Last  year,  law-enforcement  au- 
thorities say,  there  were  more  than  500 
major  heists  worldwide.  Total  world- 
wide cargo  theft  losses  climbed  by  24% 
in  1996,  to  $1.4  billion,  according  to  As- 
set Management  Technologies  Inc.,  a 
Raleigh  (X.  C.)  consultancy. 

Since  Jan.  1,  there  have  been  at  least 
15  major  cargo  heists  in  the  SUicon  Val- 
ley and  Los  Angeles  areas  alone,  ac- 
counting for  $3  million  in  losses,  ac- 
cording to  the  California  Highway 
Patrol.  On  Mar.  5,  a  tracker  presented 


THE  GANG 

Luis  Piedra  (far  left) 
led  the  crew  that  broke 
into  Overnite's  yard. 
Allegedly  part  of  a 
syndicate  called  the 
South  American 
Group,  they  pleaded 
guilty  in  January 


dowTiplayed  the  problem  as  insignifil 
ai'e  owTiing  up.  In  eaiiy  March,  Wesf 
Digital  Corp.  Chief  Executive  ChaiE 
A.  Haggerty  called  Seagate  ceo  ite 
F.  Shugart  and  Quantum  Corp.  St 
Michael  A.  BrowTi  to  discuss  way.'t' 
fight  cargo  theft.  "We've  all  agreedur^ 
need  to  do  something,"  says  Hagg^ 
whose  company  has  been  hit  10  tie 
over  the  past  year  for  more  thar? 
million  in  losses.  "It's  turning  into  a  & 
jor  concern." 

The  cargo  crime  epidemic  is  forT. 
technology'  executives  to  recognize  b 
theft  could  ver\'  well  become  a  systui 
problem  for  the  industiy.  High-end  rr 
ponents  such  as  Pentium  chips  eai"' 
worth  more  by  weight  than  gold,  t 
they  are  rarely  as  well-protected,  .tit 
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eking  is  the 
-tech  industry's 
it  plague 


ing  them  is  a  cinch.  A  worldwide 
k  market  has  developed  that  can 
low  up  milHons  of  dollars  of  stolen 
s  without  a  trace. 

1  fact,  microprocessors,  memory 
3,  and  disk  drives  are  in  such  high 
and  that  their  street  value  is  50%  of 


Group  hired  the  Santa  Monica  (Calif.) 
research  organization  rand  Coi-p.  to  de- 
velop the  industry's  fii'st  computer-  and 
component-theft  reporting  system.  The 
two  gi'oups,  wonied  that  the  crimes  are 
underreported,  plan  to  use  the  data  to 
lobby  for  more  law  enforcement  and 
tougher  penalties  for  high-tech  crooks. 

Technology  companies  stalled  noticing 
a  surge  in  cargo  heists  in  late  1995.  The 
timing  isn't  surprising.  In  1994  and  1995, 
record  prices  for  memory  chips  and  a 
computer-parts  shortage  set  off  a  wave 
of  armed  robberies  at  computer-parts 
factories  worldwide — 56  in  the  fo'st  five 
months  of  1995  in  Silicon  Valley  alone. 
Those  incidents  prompted  companies  to 
hii-e  more  guaixls,  install  new  video  cam- 
eras, tighten  hiring,  and 


THE  TOOLS  The  gang,  which  used 
walkie-talkies,  hot-ivired  a  tractor  to 
■move  trailers  around  and  broke  the 
gate 's  lock  to  bring  in  getaway  trucks 


r  retail  value — in  contrast  to  10% 
most  stolen  goods,  according  to 
yLu  Korkuch,  executive  director  of 
Technology  Theft  Prevention  Foun- 
on  in  Warren,  N.J.  Korkuch  esti- 
es  that  component  theft,  including 
:o  heists  and  other  tyjaes  of  robbeiy, 
3  $150  to  the  cost  of  the  average 
puter.  And  that's  not  to  mention  the 
lan  cost.  Foremost,  lives  are  put  at 
.  But  additionally,  suppliers  can't  fill 
;rs,  and  customers  miss  deadlines, 
fntil  recently,  most  high-tech  com- 
les  have  been  too  busy  enjoying  suc- 
1  to  pay  much  attention  to  these  de- 
ipments.  But  that's  changing.  Last 
the  American  Electronics  Assn.  and 
International  Electronics  Security 


take  other  steps  id  huust  factoiy  secu- 
rity. That,  in  tuni,  has  led  a  new  gen- 
eration of  crooks  to  attack  the  goods  in 
transit. 

Because  law-enforcement  authorities 
are  still  new  to  the  war  against  high- 
tech cargo  theft,  they  don't  know  much 
about  the  criminals  behind  it.  "When 
we  look  at  organized  crime  in  this  area, 
we  can't  yet  say,  'This  gi'oup  controls 
Chicago;  that  gi'oup  works  in  San  Diego' 
as  we  can  in  other  areas  such  as  the 
drug  trade.  We  just  don't  have  the  data 
yet,"  says  Edward  Badolato,  chairman 
of  the  National  Cargo  Security  Council 
in  Washington. 

Nonetheless,  authorities  believe  that 
the  vast  majority  of  the  heists  ai-e  being 
committed  by  eth- 
nic gangs  and 
that  these  gangs 
include  large 
numbers  of  illegal 
immigrants.  The 
most  active  of 
these  criminal  or- 
ganizations is  the 
South  American 


Group.  PhiUp  Povey,  a  sergeant  in  the 
Irvine  (Calif.)  Police  Dept.'s  Economic 
Climes  unit  who  has  investigated  dozens 
of  its  heists,  says  the  South  American 
Group  is  not  a  traditional  hierarchical 
criminal  organization  like,  say,  the  Call 
diTig  cartel.  Rather,  it  is  a  nationwide 
gi'oup  of  criminals  who  frequently  col- 
laborate. "I  don't  consider  them  a  gang 
but  a  loose-knit  syndicate  of  affihated 
criminals,"  Povey  says. 
ROOTS  IN  SHOPLIFTING.  The  South 
American  Group  traces  its  roots  to 
gangs  that  focused  on  shoplifting  in  the 
New  York  City  area  in  the  early  1980s 
and  eventually  gimluated  to  cai'go  theft, 
according  to  Lieutenant  Joseph  J. 
Rogalski,  supervisor  of  the  New  Jersey 
State  Police's  cargo  theft  unit.  Over  the 
past  two  years,  the  South  Ameri- 
can Group  is  beheved  to  have  spun 
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THE  MOTIVE  De  mand  for  compo- 
nents such  as  chips  and  disk 
drives  is  enormmis,  as  these  ads 
n)  computer  magazines  attest 


off  cells  in  Los  Angeles,  San  Francisco, 
and  Miami,  Rogalski  says.  He  estimates 
that  the  syndicate  has  30  to  50  active 
members  in  New  Jersey.  An  additional 
100  or  so  are  operating  in  California, 
according  to  law  enforcement  authori- 
ties. "These  guys  only  trust  each  other. 
They  won't  work  with  Americans.  Tliat's 
why  it's  so  tough  to  get  'em,"  says 
Kevin  Fairchild,  a  Santa  Clara  (Calif.) 
private  detective. 

The  members  of  the  South  Ameri- 
can Group  are  surprisingly  adept  at 
eluding  the  authorities.  During  heists, 
they  will  fi-equently  switch  drivers  so 
that  prosecutors  can't  be  sure  which 
one  to  drag  into  court.  "One  minute 
the  driver  is  wearing  a  red  baseball 
cap,  and  the  next  minute  he's  got  a 
blue  shii't,"  says  Marc  S.  Zavala,  of  the 
Los  Angeles  Police  Dept.'s  cargo  theft 
unit.  The  syndicate  also  keeps  a  kitty  so 
members  can  post  bail  for  one  another 
and  hire  high-priced  defense  attorneys. 
Because  property  crimes  are  lightly 
punished,  they  usually  receive  sentences 
of  two  years  or  less  even  if  convicted. 
"These  guys... know  the  judicial  sys- 
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tem  doesn't  really  put  the  screws  to 
them,"  Zavala  says. 

The  South  American  Group's  methods 
are  typical  of  sophisticated  cargo  theft 
gangs  everywhere.  Attacks  are  fre- 
quently preceded  by  diligent  surveil- 
lance. A  week  before  the  Waynesboro 
theft,  for  example,  police  watched  sur- 
reptitiously as  three  men  cased  the  site 
at  1  a.m.  on  Sunday.  After  driving 
around  the  isolated  neighborhood 
looking  for  guards  and  finding  none, 
the  three  men  shook  the  truck  yard's 
vdre  fence  to  see  if  it  had  any  alanns. 
Then  they  broke  inside  and  examined 
the  locks  on  the  trailers.  Next,  they 
yelled — ^just  to  see  if  anyone  would 
come  nmning.  On  other  occasions,  mem- 
bers of  the  South  American  Group  have 
videotaped  loading  docks  to  study  prod- 
uct delivery  patterns  and  pretended  to 
apply  for  jobs  wliile  actually  studying  a 
plant's  video  camera  locations,  law-en- 
forcement officials  say. 

Unlike  the  Waynesboro  incident,  the 
South  American  Group  frequently  at- 
tacks trucks  in  transit.  On  Feb.  21,  for 
example,  five  suspects  who  are  believed 
to  be  members  of  the  syndicate  followed 
a  truck  as  it  was  leaving  Western  Digi- 
tal's factoiy  in  Indne,  Calif.,  Povey  says. 
When  the  ch'iver  stopped  at  a  strip  mall 
to  make  a  phone  call,  the  men  jumped 
out  of  theii'  van  and  attempted  to  break 
into  the  truck.  (A  passerby  with  a  cel- 
lular phone  alerted  police  to  the  attack, 
and  the  men  were  airested.)  Ai-med  at- 
tacks, once  rare,  are  becoming  increas- 
ingly common  as  companies  improve 
their  cargo  security  efforts. 
POPULAR  PLOYS.  Other  gi'oups,  mean- 
while, use  different  techniques.  Some 
gangs  bribe  tnick  cbnvers  with  a  few 
thousand  bucks  to  leave  their  loads 
in  a  vulnerable  location — say,  a  re- 
mote corner  of  a  fast-food  parking 
lot  late  at  night.  Another  popular 
method  is  to  forge  loading  dock  pa- 
pers and  drive  off  with  the  load 
in  broad  daylight. 

Once  thieves  have  obtained  high-tech 
contraband,  selling  it  is  easy.  A  vast 
network  of  computer-parts  brokers  are 
vdlling  to  shell  out  cash  for  sought-after 
components — ^^just  read  the  classifieds  in 
many  computer  magazines.  While  most 
of  these  resellers  are  honest,  "there  are 
some  who  will  buy  from  somebody  out 
of  the  back  of  their  car — no  questions 
asked,"  says  Richard  J.  Bemes,  a  special 
agent  with  the  fbi's  high-tech  task  force 
in  San  Jose.  These  dishonest  brokers 
generally  forge  papei^work  to  make  it 
look  as  if  they  have  puixhased  the  pails 
legitimately,  then  "a  hundred  faxes  go 
out,  and  a  hundred  distributors  see  a 


ANATOMY  OF  A 
HIGH-TECH  HEIST 

THE  FENCE  PLACES  AN 

ORDER  Cargo  thefts 
are  often  initiated 
when  a  fence, 
generally  a  busi- 
ness person  who 
owns  a  seemingly 
legitimate  comput- 
er company,  tells 
thieves  what  parts  are  desirable. 

2.  SURVEILLANCE  Using 
tools  such  as  binoculars 
and  video  cameras,  the 
gang  cases  the 
factory  or 
shipping  site  it 
plans  to  hit, 
taking  note  of 
the  comings  and 
goings  of  cargo  trucks  and 
security  guards. 

3.  THE  ATTACK  When  the 
cargo  is  vulnerable — say, 
left  in  a  truck  in  an 
unguarded  lot — the 
criminals  swoop  in. 
While  armed  attacks 
are  rare,  they're 
becoming  more 
frequent. 

4.  BACK  TO  THE  FENCE 

Within  hours,  the  goods  are 

delivered  in  their  original 
packaging  to  the 
fence,  who  drafts  a 
'J"i\'0--    fake  invoice  and 
■  ■  ships  them  to  other 

computer-component 
resellers.  Sometimes 
the  products  are  sold 
a  dozen  times  in  a 
few  days — effectively 
making  them  indistinguishable 
from  legitimate  parts. 

5.  INTO  THE  CHAIN  OF 
COMMERCE  Stolen  parts  are  so 
ubiquitous  that 
they  often  wind 
up,  after  pass- 
ing through 
many  resellers, 
in  the  hands 
of  legitimate 
companies. 
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decent  price,"  says  Hany  J.  BidleiiiL  , 
sergeant  with  the  Scotts  Valley  i(";t 
Police  Dept.  who  works  on  higli-|c: 
crime  cases. 

Since  shady  brokers  often  list  lefc 
mate  products  with  stolen  goods,  its: 
be  hard  for  customers  to  tell  the  ditr 
ence.  Once  parts  enter  the  chain  of  w 
merce,  they  are  resold  several  timeii 
rapid  succession,  acquiiing  a  thick  pe. 
trail.  "The  third  or  fourth  broker  d  p 
the  line  has  no  idea  the  parts  were  (j; 
inally  stolen,"  Bemes  says. 

A  typical  example  of  the  typu 
"high-end"  fence  who  introduces  stie 
parts  into  the  market  is  Nathan  Lot 
Brooklyn  (N.  Y.)  man  who  is  allege  ' 
have  received  stolen  compute!'  pi 
fi'om  Piedi*a's  crew,  says  Scott  JenJ 
a  detective  with  the  New  Jersey  S  > 
Pohce's  cargo  theft  unit.  Loeb  pleii 
guilty  to  possession  of  stolen  propjt' 
last  year,  though  his  lawyei;  New 
based  Michael  Bachner,  denies  he  w 
major  fence. 

According  to  Jenkins,  Piedra 
quently  sold  stolen  computer  pait; 
Jose  Coello,  a  North  Bergen  (N.J.)  k 
who  was  indicted  last  yeai*  for  recei 
stolen  property.  A  onetime  restaur, 
owner,  Coello  was  an  all-purpose  f  c 
"who  could  move  anything,"  Jenj^ 
says.  Coello  has  pleaded  not  guilt 
the  charges.  Neither  his  lawyer,  o 
Piedra's,  returned  calls  for  comniP' 
Coello,  in  turn,  frequently 
c(jmputer  parts  to  Loeb,  who  ran 
gitimate  computer-parts  store  in  Ic  f 
Manhattan.  But  he  also  allegedly  hi 
fencing  operation  on  the  side,  se  n 
approximately  $1.5  million  in  stolen  (rr. 
ponents  to  customers  in  Israel  H' 
South  America,  Jenkins  says.  TrK 
many  other  alleged  fences,  Loeb 
not  appear  to  have  sold  contrabanci 
rectly  through  his  store,  Jenkins  sjj. 

As  long  as  there  are  plenty  of  fe  ;e 
ai'ound,  law-enforcement  authoritiesa^ 
there  will  be  no  shortage  of  thie\  f  t 
supply  them  with  stolen  goods.  Wh' 
few  liigh-tech  companies  are  now  taii^ 
expensive  steps  to  thwart  the  probn 
such  as  hiring  guards  to  tail  theii'if 
hvery  trucks,  the  FBI's  Bernes  thr 
the  problem  won't  i-eally  be  going  ait. 
until  the  high-tech  industiy  has  a  jr 
damental  change  in  outlook.  "Wh 
think  the  industry  is  going  to  hav  ! 
realize  is  that  they  have  to  treat 
product  like  cash,"  he  says.  Chipma"! 
in  Malaysia  already  transport  Vii 
wares  in  aiTnored  cars.  It  could  lia]  e 
here,  too — sooner  than  we  think. 
By   Mike   France   in    Wo  r)^ 
N.  J.,  and  Peter  Burrows  in  a 
Mateo,  Calif. 
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At  NEC,  we  realize  multimedia  is  some- 
thing far  more  powerful  than  just  a  GD-ROM 
reader  hooked  up  to  your  computer.  It's  a 
global  network  where  people  from  every 
corner  of  the  world  can  communicate  and 
work  together  face-to-face. 

And  NEC  is  positioned  to  be  the  one,  true 
leader  in  multimedia.  After  all,  we're  the 
only  high-tech  company  that  ranks  among 

THE  UNIVERSE 
MAY  BE  EXPANDING, 
BUT  THANKS  TO 
NEC  MULTIMEDIA, 
OUR  PLANET 
IS  DEFINITELY 
SHRINKING. 

the  top  five  in  all  three  key  multimedia  tech- 
nologies -  semiconductors,  computers,  and 
communications.  In  fact,  we  hold  over 
29,000  patents  on  everything  from  video 
conferencing  to  global  satellite  systems. 
For  more  information,  call  1-800-338- 

9549  or  reach  us  on  the  Internet  at 
just  imagine 


http://www.nec.com. 
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BANKING 


JIMMY  LEE'S 
GLOBAL  CHASE 

He  wants  to  extend  the  loan  leader's  dominance 


In  mid-1995,  after  making  several  ac- 
quisitions, Time  Warner  Inc.  decided 
it  needed  to  reduce  its  debt  costs. 
Richard  J.  Bressler,  the  media  gi- 
ant's chief  financial  officer,  went  straight 
to  James  B.  Lee  Jr.,  head  of  global  in- 
vestment banking  at  what  was  then 
Chemical  Banking  Corp.  Bressler  had 
a  difficult  list  of  requirements.  For 
starters,  he  wanted  $8.3  billion,  an  un- 
usually large  chunk  of  change.  And  be- 
cause of  Time's  prestige  and  size,  he 
wanted  below-market  pricing.  Recalls 
Bressler:  "Without  calling  anyone  back 
at  his  bank,  Jimmy  said,  'We'll  be  able 
to  deliver  on  that,'  and  he  did." 

Just  another  day's  work  for  Jimmy 
Lee.  His  ability  to  pull  together  huge 
sums  vutually  overnight  at  aggTessive 
prices  helped  make  Chemical  and  then, 
after  its  1996  merger.  Chase  Manhat- 
tan Coi-p.  king  of  the  $888  billion  U.  S. 
syndicated  loan  market.  Along  with 
most  of  the  world's  lai'gest  banks.  Chase 
aiTanges  loans  and  then  parcels  them 
out  to  other  banks.  As  the  nation's 
largest  bank,  with  .S336  billion  in  as- 
sets. Chase  has  a  lot  of  clout  in  the 
market  and  can  afford  to  commit  more 
of  its  own  monev  than  most  rivals.  In 
1996,  it  led  $30l'  billion  of  deals  in  the 
U.  S.  to  control  an  eye-popping  20% 
mai'ket  shai'e.  according  to  Loan  Pricing 
Corp/Gold  Sheets,  a  newsletter  that 
tracks  commercial  lending.  Few  have 

THE  CHASE  IS  UP 
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SrNDICATIONS.  JUNK  BOND 
UNDERWRITING.  AND 
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A  MILLIONS  OF  DOLLARS 


DATA;  CHASE  MANHAHAN  CORP. 


had  such  a  hold  on  such  a 
lai'ge  market  since  Michael 
R.  Milken  dominated  junk 
bonds  in  the  1980s. 

Lee.  who  was  recently 
named  vice-chairman  of 
Chase's  banking  unit,  has 
been  expanding  the  bank 
beyond  loans  into  lucrative 
junk  bonds  and  advisory 
work.  Last  year,  he  helped 
Clayton,  Dubiher  &  Rice 
Inc.  complete  a  leveraged 
buyout  of  Riverwood  In- 
ternational Coi-p..  a  deal  in 
which  Chase  was  adviser, 
lead  bank  on  both  loans 
and  junk  bonds,  and  an  ecj- 
uity  investor.  It  was  Lee's 
ch-eam  of  one-stop-shopping. 
He  envisions  Chase  as  the 
provider  of  choice  for  all 
the  financing  needs  of  the 
world's  corporations.  "We 
are  using  the  loan  business 
as  a  platform  to  build  a 
new  type  of  global  com- 
petitor." he  says. 

This  bold  ambition  may 
be  tough  to  achieve.  L^.  S. 
and  foreign  investment  and 
commercial  banks  ai'e  tiy- 
ing  to  chip  away  at  Chase's 
top  spot  in  sjTidication.  And 
they're  not  readily  ceding 
ground  on  the  junk  bond  and  ad\isoiy 
fi'onts.  although  Lee  has  pushed  Chase  to 
Xn.  (5  in  L'.  S.  jimk  bonds,  says  Seciuities 
Data  Coi-j)..  in  just  foiu-  yeai"s.  Plus,  Wall 
Street  owns  equity  undenniting — key 
to  many  financings — an  ai'ea  in  which 
Chase  is  just  stalling. 

Lee's  muscle  has  made  him  a  contro- 
versial figiu'e.  Rivals  complain  he  some- 
times uses  strong-aiTn  tactics  to  ptiU  off 
deals.  And  they  say  his  shai-p  pricing 
nari'ows  spreads,  making  deals  riskier. 
Lee  dismisses  such  complaints. 

Lee's  investment  banking  group  last 
year  earned  about  20*^  of  Chase's  8:15 
biUion  operating  profits.  Lee  says  fees 


fi-om  loans,  bonds,  and  ad\isor>'  wik- 
nearly  half  his  gi-oup's  S2.2  billion  e 
enues — can  keep  gi'owing  at  an  er 
age  annual  rate  of  over  20%  if  ma:e:- 
don't  flag  and  if  Chase  stays  focusi. 

No  one  doubts  that  Lee  is  foc;ea 
He  leaves  his  Greenwich  (Conn.)  '>rr.i 
by  6  a.m.  amied  for  combat  in  hj;?:^- 
nature  silver-dollar  suspenders  ad  ; 
blue  shirt  \rith  white  collai'  and  cufl  A; 
7:45  a.m.  the  44-year-old  Lee  r.lic- 
some  300  of  his  troops.  "There  arcv  ; 
parts  to  the  meetings,"  says  Lee. 
is  motivational.  The  other  is  about  lan- 
aging  market  and  credit  risk."  av; 
Herbert  A.  Allen,  president  of  inast- 
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t  banking  fimn  Allen  &  Co.:  "Jimmy 
ead  honest,  extraordinai'ily  ener- 
;,  and  competitive." 
lat  is  true  of  Lee  whether  on  the 
;lope,  tennis  court,  or  in  the  mar- 
lace.  "He  is  a  wondeiful  person  to 
nto  battle  with.  He  Hkes  to  win," 
Stephen  A.  Schwarzman,  president 
le  Blackstone  Group.  Says  one  rival: 
en  he  is  competing,  he  is  tiying  to 
igle  and  knife  you.  He  is  a  very 
3  competitor."  But  Lee  says  he  lives 


U  We  are  using  the 
loan  business  as  a 
platform  to  build  a 
new  type  of  global 
competitor^  y 

—  JAMES  B.  LEE  JR. 
Chase  Manhattan  Corp. 


I  hokey  maxim:  "Be  the  best  you 
be,  and  do  it  daily." 
Williams  College  economics  major, 
joined  the  old  Chemical  22  years 
but  it  wasn't  until  the  1990-93  cred- 
runch  that  he  gained  visibility, 
iks  to  his  decision  to  continue  lend- 
Lee  won  kudos  fi"om  big  borrowers 
I  long  memories.  In  1993,  for  in- 
ce,  he  led  a  complex  $25  billion  loan 


to  General  Motors  Corp. — his  proudest 
achievement.  "Jimmy  biings  good  mar- 
ket judgment,  market  muscle,  and  a 
strong  staff,"  says  cm  Ti-easiu-ei-  John  D. 
Finnegan. 

Lee's  seniority  and  access  to  his  boss, 
Vice-Chaimian  William  B.  Hanison,  and 
to  Chan-man  and  CKo  Walter  V.  Shipley 
give  him  authority  to  make  quick  deci- 
sions. "When  he  takes  ahold  of  a  deal, 
you've  got  virtually  the  highest  level  of 
the  bank  thei'e  making  the  decision," 
says  Robert  M.  Neumeis- 
ter,  CFO  at  Sprint  pes. 

Lee  is  adept  at  execut- 
ing tough  deals  fast.  In 
1995,  when  Union  Carbide 
Corp.  was  about  to  spin  off 
to  the  pubhc  its  ucar  unit, 
Lee  got  a  call  from 
Schwarzman.  Blackstone 
wanted  to  buy  ucar  but 
needed  up-front  financing 
to  stop  the  spin-off.  Lee 
committed  to  undei^writing 
$1.1  billion  of  the  price  tag. 
He  has  thrived  on  forging 
close,  long-term  ties  with 
such  dealmakers  as 
Schwarzman,  Henry  Kra- 
vis,  Richard  Rainwater,  and 
Ronald  Perelman.  Says 
Perelman:  "He's  an  old- 
fashioned  banker  who  lends 
not  just  on  the  financials 
but  also  on  the  people." 

Some  rivals  fault  Lee's 
methods.  To  get  investors 
and  banks  on  board  tough 
syndications,  they  say,  Lee 
sometimes  thi'eatens  to  cut 
them  from  the  next  deal. 
Rivals  also  float  stories  that 
Lee  gives  preferential  pric- 
ing under  the  table  to  lure 
reluctant  banks  to  deals. 
Lee  denies  both  allegations: 
"You  can't  sustain  a  busi- 
ness that  way.  Customers 
won't  put  up  with  it." 

As  a  control  fi'eak  who 
I'uns  a  tight  ship,  Lee  is 
not  always  easy  to  work 
for.  He  is  even  harder  to  leave.  Those 
who  do  may  find  themselves  in  a  face-off 
with  Lee,  upset  that  they  have  violated 
the  absolute  loyalty  he  demands. 

WHiile  there  have  been  few  problems 
with  the  700-odd  loans  Chase  leads  glob- 
ally a  year,  Lee  is  not  infallible.  In  1995, 
Lee  led  a  $1  billion  loan  to  DreamWorks 
SKG — a  startup  ventiu'e  of  Steven  Spiel- 
berg, Jeffrey  Katzenberg,  and  David 


Geffen.  The  company  was  well-capital- 
ized and  got  investment-gi-ade  pricing, 
but  it  had  no  cash  flow.  Many  banks 
balked,  calling  teiins  um-eahstic  and  Lee 
starstinck.  Some  criticized  him  for  being 
on  DreamWorks'  board.  Critics  say 
Chase  had  to  keep  $400  milHon  of  the 
loans,  although  Lee  says  the  amount  is 
"substantially  lower."  He  says  it's  com- 
mon for  senior  lenders  to  be  on  client 
boards.  And  he  lauds  the  deal's  poten- 
tial: "I  knew  that  whoever  was  there  at 
the  beginning  stood  the  best  chance  of 
being  there  during  the  golden  years." 
ARM-TWISTING.  In  1993  and  1995,  Chase 
led  $650  million  of  loans  to  Ronald 
Perelman's  Marvel  Entertainment 
Group.  Late  last  year,  the  comic  book 
company  went  banknipt.  Lee  gathered 
some  150  lenders  in  a  room  and,  after 
some  ami-twisting  and  Pei'elman  agi'ee- 
ing  to  add  new  money,  the  banks  agi'eed 
to  ante  up  $100  million  in  new  loans. 
Marvel  bondholders  allied  with  Carl  C. 
Icahn  have  challenged  that  plan,  but 
Lee  expects  banks  to  be  repaid. 

Some  rivals  claim  that  Lee's  business- 
grabbing  practices  are  undennining  the 
loan  market's  profitability  and  raising 
risks,  especially  if  the  credit  cycle  heads 
south.  (Lee  blames  the  competition.)  Take 
Chase's  captiu-e  in  1996  of  the  lead  posi- 
tion on  a  $2  billion  loan  to  Spiint  Spec- 
tiTim.  The  comjjany  had  been  woi'king 
with  Citicorp,  J.  P.  Morgan,  and  Toronto 
Dominion  Bank.  But  Lee  swooped  in 
with  easier  tenns,  lower  fees,  more  mon- 
ey, and  a  commitment  to  unrlei-wiite  the 
full  loan.  "We  got  a  better  deal,  and  it 
was  better  for  our  shareholders,"  says 
Sprint's  Neumeister. 

The  real  test  of  Lee's  skill  will  be 
whether  he  can  avoid  being  huit  by  the 
next  cycle  of  credit  problems.  Granted, 
loans  now  have  more  equity  than  they 
did  in  the  late  1980s:  20%  to' 30%  vs.  5% 
to  10%.  And  banks  now  keep  less  of 
each  loan.  Lee  says  he  manages  his 
business  to  reduce  risk  concentrations. 
He  adheres  to  strict  loan-holding  limits 
and  passes  on  dicey  deals.  Says  Hani- 
son:  "We  are  in  the  risk  business.  We 
wony  about  eveiything,  but  we  are  still 
within  the  range  of  what  is  pnadent." 

Tliough  Lee  has  detractors,  even  they 
credit  him  for  getting  Chase  into  the 
big  leagues  of  coiporate  financing.  "Love 
him  or  hate  him,  he  knows  what  he's 
doing,"  says  one.  For  now,  all  that  mat- 
ters to  customers  such  as  Time  Waniei^'s 
Bressler  is  that  Jimmy  Lee  gets  the 
job  done. 

By  Alison  Rea  in  New  York 


]ompetitors  claim  that  Lee's  business-grabbing  tactics 
are  undermining  the  loan  market's  profitability 
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DEALS 


DMGS  BRASH 
BIG-GAME  HUNT 

Deutsche  Morgan  Grenfell  targets  Morgan  Stanley's  tech  clients 


When  Netscape  Communications 
Corp.  wanted  to  sell  more  stock 
last  November,  the  fighting  to 
handle  the  undei^wiiting  was  fierce.  Mor- 
gan Stanley  &  Co.  wanted  to  hang  on  to 
the  high-profile  chent  it  had  taken  pub- 
He  in  1995,  while  Germany's  Deutsche 
Morgan  Grenfell  (dmg)  needed  the  deal 
to  pump  up  its  fledgling  push  into  tech- 
nology banking. 

DM(;  came  up  with  a  highly  unusual 
and  aggi'essive  bid.  As  an  alternative 
to  selling  Netscape's  stock  directly  to 
its  customers,  dmg  offered  to  buy  the 
entire  Netscape  stock  issue  itself  and 
then  sell  it  to  investors  later.  That 
would  have  meant  more  risk  for  dmg,  a 
unit  of  Germany's  huge  Deutsche  Bank, 
but  less  uncertainty  for 
Netscape  if  the  deal  ran 
into  a  tough  market.  "I  like 
the  fact  that  we  have  a 
partner  with  deep  pockets 
and  long  arms,"  says  Frank 
Quattrone,  chief  executive 
of  dmg's  Technology  Group. 
"Those  who  don't  will  lose 
market  share." 

Netscape,  which  declines 
comment,  stuck  with  Mor- 
gan Stanley  as  lead  under- 
writer, though  it  did  enlist 
DMG  as  a  co-manager  Says 
D.  Rex  Golding,  new  man- 
aging director  of  Morgan's 
technology  group:  "Frank 
and  his  team  discovered  that 
these  ties  are  difficult  to 
break." 

"OUT   THE   WINDOW."  The 

stakes  are  high  in  technology  banking 
these  days.  But  the  intense  rivalry  be- 
tween Morgan  Stanley  and  UMG  has 
raised  the  ante.  Says  Chuck  Bay,  chief 
financial  officer  for  Pure  Atria  Soft- 
ware in  Sunnyvale,  Calif.:  "It  has  shak- 
en everything  up.  Everybody  knew  the 
hierarchy  before.  Now,  that's  out  the 
window." 

The  skirmishing  began  in  April,  1996, 
when  Quattrone,  Bill  Brady,  and  George 
Boutros  defected  ft-om  Morgan  Stanley 
to  Deutsche  Morgan  Grenfell.  Guaran- 
teed fat  pay  packages  lured  all  but  one 


member  of  Morgan  Stanley's  Menlo 
Park-based  mergers-and-acquisitions 
ci'ew  and  five  other  professionals  to  DMG. 

Touting  its  team's  decades  of  experi- 
ence garnered  at  Morgan  Stanley,  DMG 
has  gi'abbed  some  marquee  assignments. 
It  advised  Ascend  Communications  Inc. 
in  its  announced  $3  biUion  bid  on  Mar. 
31  for  Cascade  Communications  Corp., 
which  was  coimseled  by  Morgan  Stanley. 
And  DMG  was  just  selected  to  lead  man- 
age the  upcoming  initial  public  offering 
of  Amazon.com  Inc.,  the  Seattle-based 
online  bookseller. 

But  Morgan  Stanley  is  hardly  down 
and  out.  The  fii'm  ponied  up  big  bucks 
to  keep  its  top-ranked  analysts,  rebuild 
its  Silicon  Valley  staff,  and  retain  most 

Isn't  technology  wonderful? 


A  year  ago,  Frank 
Quattrone  and  12 
others  left  Morgan 
Stanley  to  set  up  a 
technology  practice 
at  DMG.  A  recent 
plum:  Lead  managing 
Amazon. com's  IPO 


of  its  premier  technology  clients.ir 
eluding  Oracle,  Applied  Materials,  tii 
Hewlett-Packard.  It  remains  the  ca 
market  leader  in  technology  equity: 
dervnitings  and  M&A  (table,  page 
while  DM(;  is  17th,  well  behind  nr 
others,  according  to  Securities  Daia^f 
"I  don't  think  anybody  has  really  (j 
lenged  Morgan  and  Goldman  [Sac 
Co.]  in  technology,"  says  Christo 
Lord,  an  analyst  at  Amerindo  In 
ment  Advisors.  Says  Morgan  Staj 
investment  banking  chief  Josep 
Perella:  "dmg  is  not  the  firm  we  spej 
lot  of  time  focusing  on.  We  think 
more  about  Goldman,  Memll  [L; 
and  Lehman  [Brothers]." 
"CARE  AND  FEEDING."  Still,  part  of| 
reason  for  Morgan's  continued 
nance  in  technology,  say  Silicon  Vi 
observers,  is  that  it  takes  new  ri] 
seriously.  "They've  never  been  bi 
with  the  care  and  feeding  of 
tomers,"  says  venture  capitalist,! 
Richard  Kramlich.  Perella  made  t. 
West  Coast  visits  to  see  clients 
helped  land  new  business  from  coii«- 
nies  such  as  PointCast  Inc.,  the  hotr 
ternet  startup. 

Last  December,  when  dmg  sched 
a  conference  in  Phoenix  a  month  b 
one  was  planned  by  Morgan  Stan! 
the  same  city,  Morgan  prepared  a 
for  investors  comparing  the  two  evi 
It  noted  that  Morgan's  conference 
more  industry  specific  and  allowei 
vestors  more  time  with  company  e{ 
utives,  a  claim  DMG  disputes.  "' 
will  throw  any  mud  they  ca: 
us  to  slow  us  down," 
dmg's  Brady. 

DMG,  in  fact,  behaves  i  ' 
it,  and  not  Morgan  Star' 
is  on  top.  The  technoh; 
gi-oup  views  itself  moi-e 
upstarl  Netscape  than  : 
staid  investment  bank. 
self-assurance  has  helped  sir 
some  deals  from  former  hv 
gan  clients,  including  Ajli 
Computer,  National  S«ii 
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Software 


for 


EE  for  a  Limited  Time. .  A  CD  ROM  Preview  of 

"he  Top  New 
)ata  Warehousing 
Software 


When  200,000  IS  managers  were  asked  to 
choose  the  top  software  for  data  warehousing, 
their  answer  had  a  familiar  ring: 

SAS"  software  from  SAS  Institute. 

As  the  only  end-to-end  solution  for  rapid  data 
wareh(^using,  SAS  software  delivers  everything 
you  need  to  manage,  organize,  and  exjjloit  your 
business  data.  The  tools  you 
use  to  hiuld  a  data  ware- 
house are  the  sanie  ones  used 
to  maintain  it...iiui  it... and 
change  it.  Aid  what's  more, 
every  tiling's  scalalile.  Jimip 
riglit  into  yoiu*  enteq)rise- 
wide  infonuation  delivery 
applications. .  .or  start  small 
and  huild  on  your  success.  '  r  < " 

SAS  software  tloesn't  consiune  overhead  for 
datal)ase  featiu'es  you  don't  need.  And  once  you 
have  data  in  the  warehouse,  you'll  find  everything 
you  need  for  data  (p^ieiy  and  reporting,  OLAP/ 
multi-dimensional  analysis,  data  mining,  database 
marketing,  data  visualization,  and  much  more. 


Datamation 


Piocluct 

"f""-\eM 


DATAMATION 


PRODUCT 

OF  THE 

YEAR  1996 


I  ^DVANT^Gt 


/M 


SAS  Institute 

Software  for  Successful  Decision  l\/laklng 

Phone  919.677.8200    In  Canada  1.800.363.8397 

You  can  also  request  your  free  CD  ROM  by  visiting 
us  on  the  World  Wide  Web  at  http://www.sas.coni/ 


E-mail:  bw@sas.com 


SAS  is  a  registered  trademark  of  SAS  Institute  Inc  Copyright  Ci  J997  by  SAS  Institute  Inc. 
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conductor,  and  Intuit,  as  well  as  Gold- 
man customers  Baan  and  PeopleSoft. 
After  losing  $10  million  to  $20  million 
in  1996,  Quattrone  says  dmg  may  book 
more  than  $100  million  in  revenues  this 
year.  "That's  significantly  better  than 
we  expected  for  1997,"  says  W.  Carter 
McClelland,  ceo  of  Deutsche  Bank 
North  America.  "The  Europeans  can't 
believe  that  this  gi'oup  is  this  success- 
ful this  quickly." 

DISTRIBUTION  CONCERNS.  D.MC  has  had 
less  success  persuading  companies  to 
let  it  lead  manage  iPos  and  equity  deals. 
dmg's  technology  gi'oup  has  completed 
only  two  lead-managed  iPOs — in  part 
because  some  executives  question  the 
bank's  sales  and  ti'ading  capability.  Even 
some  DMG  boosters  express  concern. 
"Their  distiibution  isn't  where  I'd  like  it 
to  be,"  says  Chiistos  M.  Cotsakos,  chief 
executive  of  E*Ti-ade  Group  Inc.,  whose 
IPO  was  co-managed  by  dmg.  "They 
haven't  traded  om*  stock  as  much  as  we 
would  have  hked." 

DMG  says  such  worries  are  nonsense. 
Take  the  Amazon  deal,  for  which 
virtually  every  major  investment  bank 
competed.  Sources  say  Morgan  Stan- 
ley had  to  bow  out  because  of  conflicts 
of  interest  with  existing  client  Barnes 

TECH  WARS 

TECHNOLOGY  EQUITY  IPOs 


1996        1997  YTO* 
BILUONS  OF  DOLURS  (RANK) 

MORGAN  STANLEY 

$4  (1)  .132  (3) 

GOLDMAN  SACHS 

2  (2)  .092  (6) 

DEUTSCHE  M.G. 

.177(17)      0  (-) 

TECHNOLOGY  M&A 

1996     1997 YTD* 
BILLIONS  OF  DOLLARS  (RANK) 

MORGAN  STANLEY 

$51    (1)    $14  (1) 

MERRILL  LYNCH 

38  (3)      7  (2) 

DEUTSCHE  M.G. 

2  (23)      2  (10) 

MUTUAL  FUNDS 


•THROUGH  APR,  1. 1997 


DATA  SECURITIES  DATA  CO 


&  Noble  Inc.  Amazon  was  then  drawn 
to  D.MG  by  its  experience,  research,  and 
creativity,  sources  say.  dmg  even 
presented  its  pitch  to  Amazon  in  the 
form  of  a  hardback  book,  with 
\\^\n,v.amazon.com  printed  on  the  book's 
spine.  Amazon  declines  comment. 

Meanwhile,  the  combatants  continue 
to  wTangle.  "This  is  not  a  fii'efight,"  says 
Golding.  "It's  a  war  of  attrition."  Per- 
haps that's  why  dmg  recently  leased 
larger  office  space  just  down  the  road 
from  Morgan  Stanley. 

By  Linda  Himelstein  in  San  Fran- 
cisco, with  Leah  Nathans  Spiro  i>i 
Neiv  York 


FINALLY.  A  COMMODITIES  PLAY 
FOR  THE  LITTLE  GUY 

Oppenheimer's  innovative  vehicle  relies  on  a  futures  index  i! 


The  fear  of  inflation  has  pounded 
stocks  and  bonds  mercilessly  over 
the  past  few  weeks.  That's  why  Op- 
penheimerFunds  Inc.  hopes  to  hit  a 
gusher.  On  Mar.  31,  it  launched  Oppen- 
heimer  Real  Asset  Fund,  a  new  breed 
of  mutual  fund  that  resembles  a  bond 
ftmd  but  behaves  as  though  it's  a  basket 
of  commodities — and  thus  should  be  a 
stellar  perfonner  if  inflation 
really  does  show  up. 

The  fund's  aim  is  to  de- 
liver a  return  that  reflects 
the  change  in  the  Goldman 
Sachs  Commodities  Index 
(Gsci).  That's  an  index  com- 


The  timing  of  the  fund's  launch  (  i 
not  be  bette)'.  But  it's  pm-ely  accidc  b 
The  fund  had  been  in  the  works  ft  I 
years,  says  Paissell  Read,  the  fimd'  i 
cliitect  and  lead  portfolio  manager,  k 
of  that  time  was  spent  shepherding  e 
luiique  fund  thi-ough  both  secmities  i 
commodities  regulators.  | 

It's  not  the  fii-st  mutual  fund  t  Bi 


How  the  Fund  Works 


posed  of  the  futures  prices 


►  One-third  is  in  short-term  notes  whose 
returns  are  linketd  to  the  Golcdman  Sachs  Conj 
mo(dities  Incjex.  The  notes  have  a  leverage  faq 
tor  of  three:  A  1%  rise  in  the  price  of  the  md:: 


of  22  different  commodities    PrO'^^Pi^a  3%_risejn_the_yalue_of  the  note.  J 

►  Two-thirds  is  in  short-term  U.S.  governmen 
securities.  They  provide  a  floor  for  the  fund,  i 

►  The  fund  can  also  use  commodity  futures  ac 
tm-es  make  up  55%  of  the    options  as  a  temporary  substitute  for  the  note 
index,  agi-icultural,  25%. 


from  hogs  to  oil  in  rough 
proportion  to  the  value  of 
their  production  in  the 
world  economy.  Energy  fu 


Even  without  a  track 
record,  the  fund  is  generating  a  positive 
buzz  among  mutual-fund  mavens.  "It's 
an  interesting  product  that  many  finan- 
cial advisors  have  been  searching  for," 
says  Lou  Stanasolovich  of  Legend  Fi- 
nancial Advisors  Inc.  in  Pittsburgh. 
"There  are  times  when  financial  assets 
are  out  of  favor  and  real  assets  are  in 
favor,"  says  Don  Phillips,  president  of 
Morningstar  Inc.  "Mutual  fimds  need  to 
address  that." 

GOOD  TIMING.  What's  novel  here  is  that 
Oppenlieimer  plans  to  earn  the  return 
by  investing  in  "stnictiu'ed  notes" — cus- 
tomized short-term  securities  whose 
prices  are  finked  to  the  gsci  or  to  vari- 
ous commodities  that  are  in  the  index. 
Only  one-third  goes  into  the  notes,  yet 
the  price  of  the  shai'es  should  behave  as 
though  the  entire  fund  were  invested 
in  the  index;  the  notes  ai-e  stmctiu'ed  so 
that  every  1%  move  up  (or  down)  in 
the  index  translates  into  a  3%  change  in 
the  value  of  the  note. 

The  remainder  goes  into  short-term 
government  secmities,  the  income  from 
which  pays  fund  expenses  and  supple- 
ments retui'ns.  The  fund  also  plans  to 
use  futures  or  options  in  small  doses 
for  portfolio  management,  not  for  large 
speculative  bets  on  silver,  com,  or  hogs. 


DATA:  BUSINESS  WEEK 

tempt  a  piu'e  play  on  commodities, 
the  others  rely  on  equities.  "Histo: 
ly,  gold-  and  copper-mining  stocks  k 
tracked  the  commodities,"  says 
But  most  other  commodity  stockp 
not.  "Exxon  tracks  stocks,  not  oil.'t 

High  net-worth  investors  have  ^ 
invested  in  commodities  futures  fiiJ- 
But  those  vehicles  often  require  $5i|{ 
to  .$100,000  minimums  and  annual  i 
can  add  up  to  3%  to  4.9c  of  assets  k" 
20%  of  the  profits.  The  Oppenhej^ 
fimd,  on  the  other  hand,  has  a  $ 
minimum  and  the  fees  of  load  m 
funds.  Class  A  shares  carry  a  5 
sales  charge  and  1.75%-  in  expectei 
nual  expenses.  Other  classes  foregi 
load  but  charge  2.5%;  in  expenses 

Sol  Waksman,  whose  Barclays  Tjl 
ing  Group  Ltd.  tracks  futures  fiit 
applauds  Oppenheimer's  "innovativ 
proach."  But  he  says  the  fund  is  no 
stitute  for  traditional  futures  fimds 
use  leverage  and  speculate  on 
movements.  The  Oppenheimer  fun| 
just  an  index  fund,"  says  Waks 
Perhaps  so.  But  for  mutual-fum'ii 
vestors,  any  fund  that  gives  them  :M 
shelter  from  inflation  may  be  just 
By  Jeffrey  M.  Lader 
in  New 
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move  all  by  itself.  You  remember 
parking  it  here.  Three  hours  later, 
it's  over  there.    ,i  . '  . V  •  -,1; 


fortunately,  some  very  SMART 
ENGINEERS  came  up  with  a 
solution  called  O  N  S  TAR  ...available 
on  the  brand  NEW  DEVIL  LE.  *- 

OnStor  con  find  your  car  just 
about  anywhere.  Just  coll  and  give 
them  your  ID  number.  They'll  send  a 
signal  to  your  DeVille  that  FLASHES 
THE  LIGHTS  or  honks  the  horn. 
And  as  easy  as  that,  you're  on  your 
way.  it's  only  one  of  the  AMAZING 
THINGS  OnStar  can  do.  like  unlock-, 
ing  your  doors,  giving  directions  or 
finding  help  in  an  emergency. 

So  relax.  And  take  comfort  in 
knowing  that,  even  if  you're  all  alone, 
you  never  hove  to  feel  that  way. 


Was    that  level 
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Inside  Wall  Street 


BY  GENE  G.  MARCiAL 

BEHER  CONNECTION 
FOR  PREMISYS? 

The  battered  tech  stocks  are  like  a 
coiled  spring  poised  to  snap  back, 
argues  technology  guru  Mike  Mwphy, 
who  is  cheiTy-picking  the  disasters  and 
getting  fully  invested  in  the  vast  tech 
universe. 

One  stock  Murphy  thinks  is  a 
screaming  buy:  Premisys  Communica- 
tions (PRMS),  vi^hich  hit  65  a  share  (or 
116  times  earn- 
ings) last  May.  It 
has  slid  since  and 
is  now  at  8. 

Adjusted  for 
splits,  that's  where 
Premisys  was 
when  it  went 
public  two  years 
ago.  Momentum 
players,  who  had 
helped  fire  up  the 
stock,  bailed  out 
when  Premisys 
missed  a  quai-ter- 
ly  estimate  in 
July.  Earnings, 
they  noted,  rose 
"only"  14%.  The  stock  plunged  50%  in 
the  next  three  weeks. 

In  mid-March  of  this  year,  the  stock 
got  pounded  again  when  Premisys 
warned  analysts  it  would  miss  the 
Street's  earnings  estimate  of  24^  a 
share  for  the  March  quarter  Delays 
in  shipments  and  a  contract  lost  by  a 
partner  caused  the  shortfall.  In  two 
days,  the  stock  dropped  from  14  to  8. 

But  "we  think  most  of  the  damage 
has  been  done  to  the  stock  price  and 
that  a  bottom  has  been  set  in  the  7-to- 
8  range,"  says  Murphy,  editor  of  the 
Califm-nia  Technology  Stock  Letter.  His 
target  at  this  point:  22.  He  sees  the 
company  returning  to  annual  revenue 
growth  of  45%  by  next  year.  It  ex- 
pects to  be  back  on  track  by  the  June 
quarter,  says  Murphy. 

This  maker  of  integrated-access 
products  for  telecom  providers  was  no 
slouch:  Revenues  in  fiscal  1996  rocket- 
ed to  $73.9  million,  up  from  1995's  $;30.9 
million.  And  earnings  jumped  from  18(2 
to  64(2  a  share.  But  this  year,  some  an- 
alysts have  turned  wary,  says  Chuck 
Hill,  research  director  at  First  Call, 
and  see  lower  earnings:  45?  in  the  year 
ending  June  30,  1997,  and  43(2  in  1998. 


MURPHY:  Intent  on 
cherry-picking  the 
high-tech  disasters 


Premisys  wqs  a  pioneer  in  the  early 
'90s  with  its  integrated  multiple-access 
communications  sei"ver  (imacs),  which 
rolls  all  of  the  fi"ont-end  and  back-end 
connections  into  one  box.  Premisys, 
says  Murphy,  expects  to  sign  up  five 
major  customers  by  the  September 
quarter.  The  company  sells  imacs  to 
equipment  providers  such  as  Motorola, 
Rockwell  International,  and  Unisys, 
which  incoiporate  Premisys'  boxes  into 
their  systems  that  they  in  turn  sell  to 
customers. 

HI.  MOM.  I  CAN  SEE 
YOU  ON  C-PHONE' 

Early  birds  in  C-Phone  (cfon)  have 
had  quite  a  roller-coaster  ride:  After 
trading  at  2  to  4  for  most  of  last  year, 
the  shai'es  blasted  off  after  New  Year's, 
zoomed  to  16,  and  are  now  at  11. 
What's  next  for  this  maker  of  PC-based 
desktop  videoconferencing  systems? 

Whispers  are  that  an  investor  gi-oup 
has  just  taken  a  16%  stake  in  C-Phone, 
which  needed  funds  for  its  picture 
phones — C-Phone  Home  Video  System. 
The  investors  have  put  in  an  initial  $5 
million,  according  to  one  banker 

C-Phone's  picture  phone  is  a  TV  set- 
top  box  that  lets  caller  and  callee  see 
each  other  on  C-Phone-equipped  TVs, 
connected  over  standard  phone  lines. 
C-Phone  has  signed  a  pact  with  MCi 
Communications  to  provide  phone  lines 
and  other  services  for  the  home-video 
system.  C-Phone's  revenues  will  come 
fi'om  a  fee  of  $9  to  $20  a  month,  plus  a 
charge  of  30(2  to  38(2  a  minute. 

"If  C-Phone's 


A  WHOOSH  FROM 
THE  WIZ'  DEAL 


plans  take  off,  the 
company  will  have 
the  problem  of 
keeping  larger 
companies,  such 


ing  out  C-Phone," 
says  one  money 
manager,  who  is 
buying  shares. 

A  spectacular 
leap  in  C-Phone's 
stock — ^from  6%  on 
Mar.  20  to  IIX  on 
Mar.  21 — resulted 
from  the  an- 
nouncement that 
electronics  chain  Nobody  Beats  The 
Wiz  will  begin  marketing  C-Phone's 
system  in  time  for  Mother's  Day,  May 
11.  The  C-Phone  will  sell  for  $350. 
One  C-Phone  insider  says  that  if  C- 
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Phone  sells  just  25,000  units  in  fisi! 
1998  (ending  on  Feb.  28),  the  compay 
should  produce  revenues  of  $10  n,^ 
lion,  vs.  an  estimated  $2  million  for 
cal  1997.  And  this  source  says  C-Ph(j 
should  be  in  the  black  by  then. 

HELP  FOR  THE 
OLD  FOLKS  AT  HOI 

Get  used  to  "assisted  Living,"  onel 
the  fastest-growing  segments' 
long-term  care.  It's  an  option  for  ser 
citizens  who  don't  require  round-tl 
clock  medical  attention  but  need  soi 
daily  help  with  housekeeping,  bath 
and  dressing — in  a  residential  settiii 
One  company  that  some  see  emergii 
as  a  leading  assisted-living  provider! 
CareMatrix  (cmd). 

CareMatrix  targets  the  upper-incoii 
market.  It's  "a  rare  high-growth,  nci 
technology  company,"  says  Andrew  i 
PieiTe,  a  money  manager  at  dfs  Ad- 
sors  in  Boston.  He  notes  that  Ab:- 
ham  Gosmian,  CareMatrix  chaiirnan  ak 
a  major  stockholder,  knows  the  heali| 
care  business  and 
has  a  record  of  ROSY  FUTURE  FOIl 
making  money  for  LONG-TERM  CARE] 
shareholders. 

Gosman  found- 
ed Mediplex,  an- 
other health-care 
outfit,  and  took  it 
public  in  1983.  He 
sold  it  to  Revlon 
a  couple  of  years 
later  at  four 
times  the  initial 
public  offering 
price  of  6  a  share. 
Gosman  bought 
back  Mediplex  in 
1990,  at  just  6  a 
share,  and  then  took  it  public  again 
August,  1991,  at  19.  In  1994,  he  sold 
Sun  Healthcare  in  the  mid-20s. 

St.  Pierre  expects  that  Gosman  a 
his  son  Andrew,  vice-chairman  of  Caj; 
Matrix,  have  a  similar  goal  for  t 
company:  eventually  selhng  it  off.  Bt 
right  now,  Andrew  says,  he  and  Ip 
father  will  pursue  a  growth  strate: 
for  CareMatrix,  which  operates  23  : 
cilities  in  the  Northeast,  including  sfi- 
cial  services  for  people  suffering  fr4 
Alzheimer's  disease. 

Sheryl  Skolnick  of  San  Francisco 
vestment  bank  Robertson,  StepheB 
expects  solid  CareMatrix  earnings.- 
30(2  a  share  in  1997  and  94«?  in  19J[, 
compared  with  a  loss  of  36^  last  yei 
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Go  ahead  and  compare 


CreditMetrics 

The  benchmark  for  uMerstanding 
credit  risk 


E  S  I 

ess 


/.  p.  Morgan 

Co-sponsors: 
Bank  of  America 
BZW 

Deutsche  Morgan  Grenfell 
KMV  Corporation 
Swiss  Bank  Corporation 
Union  Bank  of  Switzerland 


With  today's  healthy  credit  cycle  and  proliferation  of  credit-intensive 
business,  institutions  around  the  world  are  taking  on  more  -  and  more 
complex  -  credit  risks.  But  until  now,  they  haven't  had  a  standard 
way  to  measure  them. 

CreditMetrics  -  and  its  desktop  implementation.  CreditManagerTw  - 
were  developed  by  J.R  Morgan  to  provide  transparent  methodology, 
data,  and  software  to  let  you  evaluate  risks  associated  with  instruments 
such  as  bonds,  loans,  swaps,  and  receivables  individually  or  across  an 
entire  portfolio.  So  you  can  compare  apples  and  oranges. 

CreditMetrics  measures  changes  in  portfolio  value  due  to  upgrades 
and  downgrades,  not  just  defaults.  It  also  incorporates  correlations 
among  credit  quality  changes,  allowing  you  to  quantify  the  risks  of 
overconcentration  and  benefits  of  diversification  within  a  portfolio. 

The  result  is  a  comprehensive  statement  of  value-at-risk  that  gives  you 
the  quantitative  tool  to  manage  portfolios  more  actively  and  accurately. 
CreditMetrics  facilitates  risk-based  capital  allocation,  risk-mitigating 
actions,  and  well-reasoned  investment  decisions. 


Bom  of  J.R  Morgan's  heritage  of  risk  management  and  continuing  in  the 
footsteps  of  RiskMetrics''"'^,  CreditMetrics  sets  an  industry  benchmark. 
So  you'll  find  it  available  through  product  sponsors  globally  -  as  well 
as  from  J.R  Morgan.  For  more  information,  call  your  J.R  Morgan  banker, 
access  us  on  the  Internet  at  www.jpmorgan.com,  or  contact  us  at: 


Americas 

1-212-648-3461 

cmx_amer@jpmorgan,com 


Europe 

44-171-325  8007 
cmx_euro@jpmorgan.com 


Asia-Pacific 

852-2973-5646 

cmx_asia@jpmorgan.com 


J  P  Morgan 
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PUBLISHING 
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SUPERSTORES.  MEGABOOKS- 
AND  HUMONGOUS  HEADACHES 

With  sales  flat  and  returns  piling  up,  many  publishers  are  smarting 


In  late  February,  300  fans  packed 
into  the  Borders  Books  &  Music  su- 
perstore in  Manhattan's  Workl  Ti-ade 
Center  whei'e  author  John  Grisham 
was  sigTiing  copies  of  his  latest  thriller, 
The  Pa)iner.  A  lucky  200  emerged  li'om 
the  lunchtime  gathering  with  auto- 
graphed copies  purchased  at  30%  off 
the  $26.95  list  price. 

But  eager  devotees  willing  to  skip 
the  biush  with  celebrity  could  do  even 
better:  That  same  day,  as  noted  in  a 
full-page  New  York  Times  advertise- 
ment, they  could  drop  by  Bames  &  No- 
ble as  early  as  7  a.m.  and  pick  up  a 
copy  of  The  Paiiner  at  50%  off.  Shnigs 
Barnes  &  Noble  Inc.  Chief  Operating 
Officer  Stephen  Riggio:  "It  was  just  a 
special  promotion  that  oiu'  buyei's  want- 
ed to  do."  The  lesson:  Don't  spit  into  the 
wind,  and  don't  presume  to  upstage 
Bai-nes  &  Noble  in  New  York  City. 
MAALOX  MOMENT.  With  superstores 
clashing  over  customers  and  big-name 
speakers,  the  retail  book  trade  is  \pt 
for  the  faint  of  heart.  Many  indepen- 
dent stores  are  being  pushed  over  the 
edge,  but  that  is  only  the  most  visible  of 
the  factors  roiling  the  book  industry. 
Sales  have  failed  to  keep  pace  with  the 
rapid  growth  of  retail  space.  Retailers, 
who  can  retui'n  unsold  books  at  pur- 
chase price,  sent  a  flood  of  them  back  to 
publishers  last  year,  depressing  many 
publishers'  1996  earnings.  Pricey  book 
contracts  based  on  fleeting  celebrity  and 
frantic  bidding  have  proved  hugely 
problematic.  The  promising  but  murky 
electronic  future  has  many  in  book  [jub- 
lishing  reaching  for  the  Maalox. 

Considei'  the  following: 
m  Some  800  superstores  have  opened 
since  1990,  with  the  top  four  chains — 
Crown  Book  Corp.  and  Books-A-MiUion 
Inc.,  along  with  B&N  and  Borders  Group 
Inc. — opening  some  190  stores  during 
1996  alone.  Even  though  the  chains 
closed  mall  stores,  the  net  gain  in  retail 
space  dming  1996  was  20%,  according  to 
trade  bible  Publisliers  Weekly.  Yet,  ac- 
cording to  the  Association  of  American 
Publishers,  total  book  sales  in  1996  rose 


by  only  4%%  down  from  1995's  5.8%)  gain. 
m  Publishers  say  returns  of  new  hard- 
cover books  last  year  ran  between  35%- 
and  50%',  compared  with  15%  to  25%. 
ten  years  ago. 

m  Earnings  at  several  big  publishers 
ranged  from  poor  to  flat  in  1996.  At 
HaiperCollins,  the  book-publishing  wing 
of  Rupert  Murdoch's  News  Coip.,  oper- 
ating profits  fell  66%,  to  $18  million,  for 
the  fii'st  six  months  of  fiscal  1997,  ended 
Dec.  31.  1996.  Penguin 
Books  USA — whose  parent, 
British-based  Pearson  PLC,  / 
in  late  1996  bought  Ifutnam 
Berkley  Publishing  Group 
from  MCA  Inc.  and  joined 
the  two  houses — anticipat- 
ed a  strong  1996.  But  re- 
cently, it  discovered  that 
unauthorized  discounts  had 
been  given  to  some  retail- 
ers, which  will  force  the 
company  to  take  a  $163  mil- 
lion pretax  charge  against 
earnings. 

At  Simon  &  Schuster,  a 
subsidiaiy  of  Viacom  Inc., 
earnings  in  the  trade-book 
division  rose  only  slightly. 
A  16.6%.  rise  in  overall  op- 
erating profits,  to  $217.2 
million,  was  largely  a  result 
of  professional  and  comput- 
er book  sales.  At  Random 
House,  company  represen- 
tatives say  profits  were 
thin,  largely  due  to  returas. 
(No  figiu'es  are  available  be- 
cause it  is  a  division  of  pri- 
vately held  Advance  Publi- 
cations Inc.)  "It  was  a  case 
of  winning  the  publishing 
war"  with  numerous  best- 
sellers and  notable  books 
"and  losing  the  business 
battle,"  says  Chief  Execu- 
tive Albert(j  Vitale. 
■  Meanwhile,  competition 
among  publishers  for  big 
hits  remains  intense, 
prompting  astronomical  ad- 


vances. Random  House  paid  $20  mil 
to  $25  million  for  a  five-book  deal  \ 
thriller  writer  Jonathan  Kellern 
Viking  Penguin  spent  $4.2  million 
O.J.  Simpson  prosecutor  Marcia  Cla 
account  of  the  trial,  and  Time  Wai  H 
Inc.'s  Little.  Brown  spent  $2.75  mil 
for  a  memoir  by  Clinton  aide  Ge( 
Stephanopoulos. 

Bookstores  aren't  happy.  "Nowad 
nobody  makes  money  on  the  bestsell 
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ily  no  independent  store  does," 
.vin  Mark  Domnitz,  chairman  of 
ikee's  Hany  W.  Schwartz  Book- 
and  interim  executive  director 
American  Booksellers  Assn. 
'jney  deals  don't  help  publish- 
Bcause  sales  must  be  huge  to 
ack  advances.  "We  used  to  say 
best-seller  would  fund  the  rest 
pubhshing  we  do,"  says  Simon 
uster  Consumer  Group  Presi- 
fack  Romanes.  "You  could  ar- 
lat  today,  it's  the  other  way 
I." 

the  superstores  grab  an  ever 
share  of  the  retail  market,  in- 
ient  stores  are  losing  sales  and 
out  of  business.  According  to  the 
.mer  Research  Study  on  Book 
ising,  in  1995 — the  most  recent 
Dr  which  data  are  available — the 
sold  26.2%  of  all  consumer  adult 
up  from  24.6%  in  1994.  Non-book- 
jutlets,  from  mail  order  to  book 
to  warehouse  stores,  accounted 


WHAT  AILS  THE  BOOK  INDUSTRY 


BIG  RETURNS 


iBookstores  are  returning 
more  unsold  books  to  publishers  than  ever 


FAT  CONTRACTS 


iCompetition  among 
publishers  allows  big-name  authors  to 
command  huge  paydays 


SUPERSTORES 


ed  enormously- 


Retail  space  has  expand- 
-but  book  sales  have  not 


EARNINGS  SOUEEZE 


I  Profits  are  down 
as  publishers  try  to  cope  with  all  of 
these  changes 

for  54.3%  of  1995  sales.  And  only  19.5%. 
of  '95  sales  were  through  independent 
stores,  down  from  21.4%  in  1994. 

Publishing's  seemingly  intractable 
problems  constitute  "a  Gordian  knot," 
in  the  words  of  s&s  Ti-ade  Div.  Publish- 
er Carolyn  Reidy.  "In  every  single  part 
of  the  business,  there  are  problems," 
she  says.  "We  were  hit  by 
j        a  three-part  whammy  on 
returns."  Superstores  re- 
fined their  computer  models 
and  reduced  stock,  many 
independent  stores  closed, 
and  consolidation  continued 
among  wholesalers.  "It's  in- 
creasingly difficult  to  break 
a  book  out,"  says  Ronianos. 
Individual  volumes  get  lost 
amid  the  180,000  titles  car- 
ried by  many  of  the  big 
stores.  Books  that  don't  get 
found  by  consumers  get  re- 
turned.   Moreover,  with 
roughly  50,000  new  titles 
produced  last  year,  each 
book  has  an  ever  shorter 
shelf  life. 

"WALLPAPER."  Some  blame 
the  returns  on  the  super- 
stores. "The  big  stores 
treat  books  like  wallpaper," 
states  Peter  Osnos,  former 
publisher  at  Random  House 
imprint  Times  Books. 
"What  you  have  really  is 
an  overabundance  of  floor 
space,"  adds  Random 
House's  Vitale,  pointing  to 
the  doubling,  then  tiipling 
of  retail  space  over  the 
past  several  years.  "And 
clearly  the  superstores 
haven't  expanded  the  over- 
all retail  business  because 
book  sales  have  been  flat 
for  three  years." 

Big  retailers  deny  they 
are  responsible  for  the 


surge  of  returns.  Rick  Vanzura,  vice- 
president  for  planning  and  finance  for 
Borders  Group  Inc.,  says  his  compa- 
ny's retui'ns  were  not  higher  last  yean 
"The  main  reason  we  have  so  many  ti- 
tles is  that  public  interests  have  be- 
come more  diverse,"  says  Vanzura. 
Adds  b&n's  Riggio:  "Returns  cost  the 
booksellers  as  much  as  the  publish- 
ers. Most  retailers  traditionally  mark 
down  things  that  don't  sell — and  that's 
a  model  we're  willing  to  move  to- 
ward." Foi'  the  fiscal  year  ended  Jan- 
uary 31,  1997,  the  largest  chains  did 
well,  with  B&N  reporting  net  income  of 
$51.2  million  on  sales  of  $2.45  billion 
and  Borders  net  income  of  $57.9  mil- 
lion on  sales  of  $1.96  billion. 

Can  tliis  industry  tiuTi  things  aroimd? 
Various  solutions  are  being  proposed. 
Some  publishers  say  they  will  nairow 
their  focus  to  genres  where  they  do 
best.  "We  were  publishing  in  a  lot  of 
categories  in  which  we  weren't  doing  a 
good  job,"  says  HarperCollins  ceo 
Anthea  Disney.  HarperCollins  execu- 
tives also  are  trying  to  stimulate  en- 
trepreneurial thinking  and  swifter  ac- 
tion— and  there  have  been  some  recent 
staff  cuts. 

To  lower  returns,  almost  all  publish- 
ers are  reducing  the  total  number  of 
titles,  often  by  25%s  and  cutting  initial 
print  runs.  They  are  also  moving,  al- 
beit nervously,  toward  just-in-time  in- 
ventoiy  management,  s&s's  Reidy  points 
to  company  experience  with  a  mid-list 
book,  Samuel  P.  Huntington's  Tlie  Clash 
of  Civilizations  &  the  Remaking  of 
World  Order,  as  a  paradigm  of  the  new 
approach.  Only  12,500  copies  of  that 
book  were  printed  in  the  fli'st  run,  but 
positive  reviews  and  publicity  built  de- 
mand for  the  volume,  prompting  10 
more  printings  in  increments  of  a  few 
thousand  each  time.  In  the  end,  50,000 
copies  were  produced.  Similar  caution 
was  applied  to  the  printings  of  such  hit 
books  as  s&s's  Angela's  Ashes  by  Frank 
McCourt  and  Random  House  imprint 
Alfred  A.  Knopfs  Personal  Histofy  by 
Katherine  Graham. 

The  danger  is  that  publishers  won't 
have  the  inventory  to  resupply  prompt- 
ly when  booksellers  reorder.  Writers, 
too,  have  doubts  about  this  approach. 
Po  Bronson,  author  of  Bombardiers  and 
The  First  $20  Million  Is  Always  the 
Hardest,  who  also  has  a  backgi'ound  in 
book  publishing,  tells  of  a  catch-22. 
"Bookstores  have  software  that  lets 
them  look  at  wholesaler  Ingi'am's  in- 
ventory. If  they  learn  Ingram  has  no 
copies  of  a  title  in  stock,  they  won't 
order  it.  But  then  Ingram,  having  no 
back  ordei's,  doesn't  reciuest  more  from 
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the  publisher.  It's  an  'infinite  loop.' " 
And  what  of  the  fat  paydays  for  cer- 
tain authors?  "It's  a  problem  with  no 
immediate  solution,"  sighs  Harper- 
Collins' Disney.  "Any  house  that  needs 
and  wants  a  best-seller  will  pay  for  one. 
And  there  are  several  new  houses  with 
lots  of  money  to  spend  that  are  just 
beginning  to  build  hsts." 

Increased  profits  would  solve  all  ills. 
And  while  it's  not  exactly  book  publish- 
ing, several  companies  see  potential 
gains  from  organizational  synergies. 
HarperCollins  often  pitches  projects 
based  on  successful  books  to  its  cousin. 
Fox  Television,  which  is  now  producing 
a  fall  series  based  on  the  successful  Dil- 
beil  books,  s&s,  which  has  capitalized  on 
Viacom  brands,  such  as  MTV  books  and 
Nickelodeon  books  for  children,  also  has 
had  success  with  interactive  games 
hnked  to  so-called  brand-name  authors. 
One  game,  conceived  by  Tom  Clancy 
and  marketed  under  his  name,  became 
so  successful  that  the  author  wrote  it  up 
as  a  novel,  Ssn,  which  became  a  best- 
seller. That,  in  turn,  became  an  s&s  au- 
dio book. 

WATERPROOF?  Random  House's  Vitale 
disputes  the  worth  of  such  synergies, 
but  he  is  enthusiastic  about  electronic 
books.  "WitMn  the  next  few  yeai's,  there 
will  be  an  electronic  device  the  size  of  a 
paperback  that  will  pennit  you  to  down- 
load one  or  more  books  and  cany  them 
with  you  to  the  beach,"  he  says.  In  an- 
ticipation of  such  developments,  most 
publishers  have  become  insistent  on 
winning  electronic-reproduction  rights 
fi-om  authors.  "Way  back,  the  book  in- 
dustry gave  away  a  valuable  right — 
movie  rights — out  of  ignorance,"  says 
s&s's  Romanos,  explaining 
that  publishers  don't  intend 
to  repeat  such  a  mistake. 

The  future  of  electronic 
books  is  uncertain,  but  no 
one  doubts  the  worth  of  an- 
other electronic  phenome- 
non: Internet  bookselling, 
s&s's  Reidy  jjoints  out  th;it 
the  I-way  has  "the  capabil- 
ity of  building  communities 
of  interest,  such  as  that  of 
Civil  War  buffs" — and  of 
targeting  such  gi-oups  for 
book  sales.  Web  book  re- 
tailing currently  is  domi- 
nated by  such  purely 
electronic  "stores"  a: 
Amazon.com,  with  it 
searchable  2.5  million-tit  li 
catalog,  and  Britain's  Inter 
net  Book  Shop.  But  maii\ 
independent  stoi-es,  such  as 
the  San  Francisco  area's  A 


THE  WRITE  STUFF? 


Once  a  reliable  source  of  revenue,  big-money  deals  h 
become  a  burden.  Some  recent  ones: 


NAME 

MILLIONS 

BOOK 

JONATHAN  KELLERMAN 

$20-$25 

Five-book  deal  (Random  House) 

MARCIA  CLARK 

$4.2 

Without  A  Doubt  (Viking) 

GEORGE  STEPHANOPOULOS 

$2.75 

White  House  memoir  (Little,  Brown) 

DICK  MORRIS 

$2.5 

Behind  the  Oval  Office  (Random  Housf 

FIRST-TIME  NOVELIST 
MARGARET  CUTHBERT 

$2 

The  Silent  Cradle  and  a  subsequent  bo 
(Pocket  Books) 

LIZ  SMITH 

$1 

Memoirs  (Hyperion) 

DATA;  PUBLISHERS  WEEKLY;  SIMON  &  SCHUSTER;  JONI  EVANS 


atoi 


Just 


Clean,  Well-Lighted  Place  for  Books  and 
Atlanta's  Oxford  Books,  currently  have 
large,  searchable  online  databases  and 
online  ordering.  Both  b&n,  which  cur- 
rently sells  books  through  America  On- 
line, and  Borders  say  they  soon  will  be 
selling  on  the  Internet.  Finally,  both 
Random  House  and  s&s  ai'e  selling  some 
titles  directly  through  their  Web  pages. 

And  maybe,  just  maybe,  the  book- 
reading  public  will  expand.  Since  late 
last  year,  publishers  have  been  looking 
to  an  imlikely  angel — television,  home  of 
Oprah's  Book  Club.  Oprah  Winfrey,  it 
turns  out,  has  an  appetite  for  recent 
fiction  and  has  made  several  books  the 


III 


subject  of  televised  discussions 
els  getting  a  surprise  Winfrey  m 
elude  Jacquelyn  Mitchard's  The 
Eyid  of  the  Ocean,  which  in  Nove: 
surged  to  the  top  of  the  New 
Times  Best-Seller  List,  and,  morl 
cently,  Wally  Lamb's  She's  Come  i 
done  and  Ursula  Hegi's  Stones  . 
the  River,  which  took  turns  occuj  HloCS 
the  No.  1  spot  on  Publishers  Wet  kJjI)] 
list.  Problem  is,  Winfrey  Ukes  to 
her  picks  a  surprise.  It's  enough  to 
publishers  an  ulcer — but  if  all 
tnjubles  were  like  this  one,  they  •'''"i 
happy  to  guzzle  the  Maalox.  (liscj 
By  Hardy  Green  in  New  %^ 


CUSTOMERS  MIGRATE 
TO  THE  SUPERSTORES  I 


INDEPENDENT 
BOOKSTORES 


CONSUMER  ADULT  BOOKS 

PERCENTAGE  OF  SALES 


■91  '92  '93  '94 

DATA  ;  395  CONSUMER  RESEARCH  SWD  Y  ON  BOOH  PURCHA 
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formation  Processing 


INTERNET 


MERE  THE  ACTION  IS: 
DUR  HOMETOWN 

guides  are  a  hot  market  enticing  myriad  big  players 


lanning  a  Saturday  night  to  re- 
member is  a  mouse  click  away. 
Imagine — hopping  onto  the  Inter- 
net to  find  out  about  all  the  local 
inings:  movies,  concerts,  restau- 
spoiting  events,  even  the  dates  of 
League  games.  Want  tickets  to 
!  Morrissette  or  the  Detroit  Red 
5?  Just  click  on  the  performing 
;  call  up  the  floor  plan,  and  choose 


The  digital  land  rush  is  under  way. 
On  Apr.  3,  software  giant  Microsoft 
Corp.  launched  Sidewalk,  a  local  arts 
and  entertainment  guide.  This  fu'st  ap- 
pears in  Microsoft's  backyard,  Seattle, 
but  it  will  be  followed  by  a  dozen  oth- 
er cities,  including  New  York  and  Min- 
neapolis, by  yearend.  The  veterans  are 
also  stepping  up  the  pace.  Digital  City, 
a  joint  venture  of  America  Online  Inc. 


meanwhile,  is  urging  its  affiliates  to 
wait  for  a  similar  service  it  plans  to 
start  this  summer.  "Everyone  and  their 
brothel'  is  launching  a  local-content  site," 
says  analyst  Bill  Bas.s  of  Forrester  Re- 
search Inc.  "We're  going  to  see  a  bloody 
battle  with  more  losers  than  winners." 

Why  all  the  fuss  over  local  doings? 
Today  we  spend  80%  of  our  time — and 
money — within  10  to  15  miles  of  home. 
Companies  with  ambitious  Web  plans 
want  to  tap  into  the  $60  billion  to  $80 
billion  a  year  spent  on  local  TV,  news- 
paper; and  classified  advertising.  Even  if 
the  online  sites  grab  just  1%  of  local 
newspaper  ad  revenues,  that  would 
translate  into  $345  million — more  than 
all  online  advertising  in  1996,  says  In- 
ternet analyst  Paul  W.  Noglows  of  Ham- 
brecht  &  Quist  Inc.  And  that  doesn't 
count  transactions.  As  more  Web  smfers 
buy  tickets  oi'  products  on  the  local  Web 
sites,  cybertowns  hope  to  take  a  cut  of 
the  transaction  revenues. 


RIGHT 
IGHTS, 
IG  NIGHT 

IVIES 

Im  buffs  can  find 
m  locations  and 
netables 


'ORTS& 
;CREATION 

cks  can  find 
erything 
3m  basket- 
ill  games  to 
lere  to  hike 
id  bike 


ARTS  &  ENTERTAINMENT 

What's  hip  and  happening 
on  the  local  scene:  listings, 
reviews,  seating  maps,  and 
ticket-ordering  services 


TRAFFIC  VIEW 

Check  for  local 
traffic  conditions 
before  you  leave  for 
the  office 


CUSTOM-TAILORED 

Put  in  your  interests  for  your 
own  personalized  city  guide,  or 
even  let  the  PC  notify  you  when, 
say,  your  favorite  band  hits  town 

RESTAURANTS 

Hungry?  Peruse  a  list  of 
options-complete  with  menus, 
write-ups,  and  directions 


seats.  And  no  more  scrabbling 
for  a  nearby  restaurant.  Tap  on  a 
md  view  the  possibilities,  complete 
menus  and  reviews,  then  zap  in 
reservation. 

Icome  to  yourtown.com — Web  sites 
lave  a  handle  on  eveiything  local 
the  theatrical  sublime  to  the  ad- 
of  the  nearest  diy  cleaners.  Today, 
are  dozens  of  these  guides,  from 
net  startups  such  as  CitySearch 
!'ahoo!  to  a  host  of  Baby  Bells  each 
g  to  turn  their  online  "yellow 
i"  into  cybertowns.  They  are  about 
t  plenty  of  company. 


and  Tribune  Co.,  will  outline  plans  lat- 
er this  month  to  move  its  13  cities 
now  on  AOL  onto  the  Web.  CitySearch 
plans  to  expand  ft-om  seven  cities  to  20 
this  year. 

"BLOODY  BATTLE."  And  don't  forget  tele- 
vision broadcasters.  Time  Wamer  Inc.  is 
signing  up  local  TV  stations  to  become 
affihates  of  its  CityWeb  service  an- 
nounced in  January.  The  affiliates  wall 
contribute  local  programming,  as  well 
as  airtime,  that  Time  Warner  can  re- 
sell to  advertisers.  In  exchange,  they 
get  access  to  CityWeb's  national  con- 
tent, such  as  CNN  Interactive,  nbc. 


For  now,  traditional  community  play- 
ers, such  as  newspapers  and  TV  sta- 
tions, are  pitted  against  the  Internet 
interlopers.  Market  researcher  Foirester 
figiu'es  that  advertisers  will  shift  $1.5 
billion  in  local  spending  from  newspa- 
pers and  other  conventional  media  to 
online  ads  by  the  year  2001 — with  the 
heaviest  hit  suffered  by  classified  ads. 
"It's  the  newspapers'  market  to  lose," 
says  analyst  Mark  Mooradian  at  Jupiter 
Research  Inc.  in  New  York. 

And  maybe  too  easily.  The  local  mar- 
ket has  long  been  served  by  newspa- 
pers, city  magazines,  and  TV  and  radio 
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it  to  you  b/  JBL,  Harman  Kardon  end  Infinity-the  brands  of  Harmon  International. 

c  e  r  t    h  a  M        Arena         S  t  a  g  e        M  o  v  i  e    the  at  e  r        N  i  ^  h  t  club 
:  ■  .  www.harman.cQm. 


Information  Processing 


To  compete,  local  newspapers  would  have 
to  be  as  thick  as  a  phone  book 


SITE 


stations.  But  the  Internet  has  a  big  ac 
vantage  over  ti'aditional  media:  unlimit- 
ed space.  Web  sites  can  hold  hundreds 
of  thousands  of  listings,  including  photos 
and  reviews,  that  would  make  a  daily 
newspaper  as  thick  as  a  phone  book. 
AVhat's  more,  Web  listings  can  be  easily 
searched  and  cross-referenced. 
SHADOW  OF  A  GIANT.  Add  in  the  deep 
pockets  of  some  of  the  Internet  players 
and  phone  companies,  and  it's  no  wonder' 
local  newspapers  and  TV  stations  are 
worried.  Take  Microsoft.  Analysts  who 
have  seen  previews  of  Sidewalk  give  it 
high  marks  for  its  easy-to-navigate  de- 
sign and  for  its  savvy  use  of  Microsoft 
technology,  such  as  the  company's 
street-mapping  soft- 
ware. This  has  already 
helped  Microsoft  sign 
up  national  advertisers, 
including  Barnes  &  No- 
ble Inc.  and  United  Aii- 
lines  Inc.,  that  will  tai- 
lor their  ads  to  par- 
ticular regions. 

But  Microsoft's  big- 
gest advantage  is  its 
sheer  size  and  staying 
power.  The  software  gi- 
ant says  it  will  spend 
hundreds  of  millions  of 
dollars  over  the  next 
few  years  on  its  expanding  Internet  me- 
dia empire.  At  Sidewalk,  that  translates 
into  enough  staffing — 1.5  to  2.5  people 
in  each  Sidewalk  city,  including  big- 
name  editorial  talent — to  scour  the  local 
arts  scene  and  write  it  up. 

Sidewalk  has  yet  another  plus:  It  will 
benefit  from  Hnks  and  cr"oss-pr'omotions 
with  other  Microsoft  Internet  proper- 
ties, such  as  MSNBC:,  the  TV  and  online 
news  joint  ventur-e  with  nbc.  It's  also 
considering  creating  local  ver'sions  of  its 
Expedia  online  travel  ser'vice  and  Car- 
Point  auto-buying  guide  that  could  be 
offered  with  Sidewalk. 

Most  of  all,  with  Microsoft's  $9  billion 
cash  pile,  Sidewalk  can  afford  to  lose 
money  for  a  few  year's  until  ther'e  is  a 
cr'itical  mass  of  people — and  adver'tis- 
er's.  "This  is  not  about  tur-ning  a  pr'ofit 
in  1997,"  says  analyst  Mooradian.  "This 
is  about  companies  positioning  them- 
selves for'  a  mar'ket  that  will  come  to 
fi-uition  in  thr'ee  to  five  year's." 

For  companies  tr'ying  to  build  cyber-- 
hoods,  such  as  Microsoft  and  Digital 
C'ity,  that  means  quickly  establishing  a 


local  presence  and  br'and.  Meanwhile, 
tr'aditional  local  player's  ar'e  scr-ambling 
to  learn  the  ways  of  the  Web. 

It  adds  up  to  steep  investments  with 
little  near'-ter'm  return.  Digital  City  f:EO 
Paul  DeBendictus  says  a  local  guide  can 
become  profitable  within  two  years,  but 
Digital  City  plows  profits  back  into  the 
company  to  launch  additional  sites.  He 
predicts  the  company  will  become  prof- 
itable in  three  year's.  CitySearch  is  in  in- 
vestment mode,  too.  It  has  been 
through  thr-ee  r-ounds  of  financing  since 
its  founding  two  year's  ago,  raising  .$35 
million.  Conn  hopes  to  raise  more  mon- 
ey in  the  public  mar'kets  later'  this  year-. 
Part  of  the  CitySear'ch  for'mula  for 


Coming  Soon  to  a  City  Near  You 


CITYSEARCH 
www.citysearch.com 

DIGITAL  CITY 
www.digitalcity.com 

(and  on  AOL) 

SIDEWALK 
www.sidewalk.com 


PARENT  COMPANY  &  DESCRIPTION 

CitySearch:  Backed  by  high-profile  investors,  such  as 
AT&T  and  Goldman  Sachs,  it  plans  to  grow  from  7  cities 
today  to  12  by  yearend. 

America  Online  &  Tribune:  The  grandaddy  of  local  sites,  it 
now  has  13  cities  online  on  AOL  and  is  moving  to  the  Web 
late  this  year. 

Microsoft:  Arts-and-entertainment  focus.  Will  launch  in 
10  to  15  cities  this  year,  starting  with  Seattle  on  Apr.  3. 


success  is  focusing  on  midsize  yet 
pr'omising  mar'kets  that  rivals  might 
over'look.  On  Apr.  7,  for  example,  it  is 
opening  a  site  for  Salt  Lake  City — 
where  57%  of  households  have  pes  and 
wher'e  there  ar'e  not  yet  any  compet- 
ing online  city  guides.  "Ther'e's  no  rea- 
son to  beheve  this  is  a  winner'-take-all 
medium,"  says  Conn. 

Newspaper  publishers  couldn't  agi'ee 
mor'e.  Many  ar'e  scrambling  to  estab- 
lish an  online  pr'esence.  There  are  some 
.':!()9  newspaper's  online  today,  offering 
var'ying  amounts  of  local  infor'mation, 
but  only  a  smattering — including  the 
Washington  Post,  Los  Angeles  Times, 
San  Jose  Mercury-News,  and  Chicago 
Tribune — offer  compr'ehensive  commu- 
nity sites.  Many  paper's,  especially 
smaller  ones,  plan  to  band  together'  or' 
team  up  with  a  lar'ger'  par'tner'  to  shar'e 
costs.  That's  the  idea  behind  New  Cen- 
tury Networ'k,  a  nationwide  chain  of 
local  newspaper  sites  formed  by  Cox 
Communications,  Knight-Ridder',  and 
Times  Mir'r'or 

The  most  successful  pairings,  howev- 


er', ar'e  likely  to  match  up  local  brio 
with  companies  that  have  Web  kiv 
how.  CitySearch  has  ah'eady  disco vv 
this.  Its  strategy  is  to  create  sites  i 
offer'  a  full  r'ange  of  community  ii}) 
mation,  fi'om  volunteer'  opportuniti( ; 
arts  and  entertainment  listings.  T<| 
that,  CitySearch  sets  up  sites  for'  t 
nonpr'ofit  gr'oups  for  free.  It  als(j  l.i 
small  businesses,  such  as  dentists  lu, 
r'estaurants,  create  extended  ads — b: 
sites  that  hold  pages  of  ser-vices,  pre' 
and  photos.  CitySearch  ehar-ges  .$? 
$100  a  month  to  run  the  site. 

Digital  City  is  also  making  : 
friends  in  the  neighborhood.  Tlie  ^ 
vice  has  80  local  par-tners,  includin 
newspapers.  Until- 
cently,  most  of  the  ; 
pers  were  propei'ti< 
Tr'ibune.  But  undi 
new  affiliate  pr'og:n 
the  company  has  sii 
up  the  fir'st  majdi' 
Tribune  newspaiJ(^i'  u 
Minueapolis  Stnr  • 
bune.  "Partneriiiu 
be  a  big  advant;m(: 
us,"  says  Digital  ( 
DeBendictus. 
TOP  BILLING.  As  fork 
crosoft,  Frank  Scl 
Sidewalk's  product  ; 
manager',  says  the  company  will  t!' 
up  wher'e  it  makes  sense.  So  far',  Iv 
ever',  Microsoft  has  announced  few  ]i' 
nerships,  and  when  it  has,  the  Side^^l 
brand  has  taken  top  or  sole  billint:. ' 
cr'osoft  wants  to  develop  the  mini, 
that  you  come  to  them  for  local 
mation,"  says  Adam  F.  Leff,  vice-p[-> 
dent  of  business  development  foi'  Acii 
Classified  Networ'k  Inc.  in  New  Vj 
which  helps  newspapers  put  their  a 
sifieds  online.  That,  he  says,  will 
the  newspaper-  out  of  the  loop." 

Newspapers  ar-e  sensitive  to  ha 
threat.  "We  have  brands  that  ar'e  '( 
100  years  old  and  that  are  very  str 
ly  r'ecognized,"  says  Charlene  Li,  d  -^i 
tor  of  inter-active  media  for  Conimi  it 
Newspaper'  Co.,  an  organization  la 
r'epr-esents  120  paper's  in  eastern  iV.s.- 
achusetts.  "We  want  to  make  sur't'iv 
pr-eserve  that." 

As  newspapers  and  their  rivaLiO 
the  Web  fight  it  out,  one  thing  it 
will  be  pr'eserved  are  lots  of  opti!|i 
for'  getting  the  latest  on  the  local  s(ne 
By  Amy  Cortese  in  Neic 
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CONQUEROR. 
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TELEVISION 


A  TECHNOLOGY 
GROWS  IN  BROOKLYN 

LMDS  offers  wireless  cable  TV-plus  Net  and  phone  senie 


The  cutting  edge  in  wireless  tech- 
nology can  be  found  not  in  Silicon 
Valley  but  in  Brooklyn's  Brighton 
Beach.  This  Old  World  enclave 
of  Hasidic  Jews  and  Russian  immi- 
grants is  home  to  the  world's  only 
very-high-frequency  wireless  cable-TV 
system.  CellularVision  i_iSA  Inc.  is 
beaming  49  channels  of  TV  program- 
ming to  12,500  customers  for  a  month- 
ly rate  that's  about  30%  less  than  tra- 
ditional cable. 


hertz  (Ghz) — nowhere  near  other  rj; 
signals — it  can  provide  Internet  acist 
videoconferencing,  and,  most  sig^ 
cantly,  phone  service.  "People  thin 
[lmds]  as  wireless  cable  deliveiy,  as 
used  in  Brooklyn,"  says  Yankee  (li 
Inc.  analyst  John  Aronsohn.  "But  , 
more  versatile." 

So  far,  LMDS  is  little  more  than  a 
on  the  radar  screen  of  the  teleco" 
dustry.  But  a  recent  Federal  Com 
cations  Commission  decision  will  ch 


WHY  EVERYONE'S  TALKING  ABOUT  LMDS 


LMDS 

TRANSMITTER 

beams  video 
entertain- 
ment, or  Web 
pages,  to 
homes  or 
offices.  High- 
frequency 
transmission 
boasts  better 
image  quality 
than  cable  TV. 


REPEATERS  amplify  signals  and  relay  them 

to  buildings  beyond  the  transmitter's  line  of  sight 


BOUNCED 
SIGNALS 

Unlike  direct- 
broadcast 
satellite  images, 
LMDS  reaches 
hidden  nooks 
and  crannies. 


Brooklyn  residents  might  wonder 
what's  new.  The  technology,  called  local 
multipoint  distribution  service  (lmds), 
looks  a  lot  like  an  older  fonn  of  wireless 
cable  TV  that  has  been  tried  by  Pacific 
Telesis,  Nynex,  and  Bell  Atlantic.  That 
system,  called  mmds  (for  "multichan- 
nel"), has  met  with  limited  success,  in 
part  because  the  lowei-frequency  sig- 
nals often  collide  with  wireless  phone 
transmissions  in  a  similar  range.  Brook- 
lyn viewers  might  also  wonder  how 
LMDS  differs  from  another  existing  sys- 
tem— Direct  Broadcast  Satellite  televi- 
sion (DBS),  with  150  channels. 
RADIO  DAYS.  The  difference  is,  this  is 
more  than  just  tv.  Unlike  dbs  or  the 
older  multichannel  systems,  this  new 
technology  allows  two-way  communica- 
tions. Operating  in  a  huge  swath  of  ra- 
dio spectrum  at  a  frequency  of  28  giga- 


that.  The  agency  said  that  it  will  au 
off  1,000  licenses  for  lmds  in  about  t 
months.  The  licenses  will  cover 
spectrum  than  all  of  the  Fcc's  o 
radio- wave  auctions  combined.  Licene 
will  have  access  to  the  same  trans  is 
sion  capacity  as  fiber-optic  cable,  al  w 
ing  them  to  deliver  200  video  chanil 
and  a  full  slate  of  interactive  voice  n 
data  services — and  at  a  lower  cost  t 
subscriber  than  DBS.  Local  phone 
nopolies  and  cable  operators  will  nobi 
allowed  to  purchase  LMDS  licenses  \W 
in  their  operating  regions  for  tlje 
years,  so  they  won't  be  able  to  bic. 
competition.  "As  the  largest  two- a. 
wireless  service  ever  sanctioned  foi:i3 
tionwide  deployment,  LMDS  will  leapo; 
[existing]  networks,"  says  Davie  J 
Mallof,  president  of  WebCel  Conim'ii 
cations  Inc.,  a  Washington-based  stau- 
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For  under  $2,000, 
you  could  have  a 
Compaq  or  a  Toshiba. 

You  could  also 
have  a  ThinlcPad. 

No  reason  to  let  a  little  thing  like 
money  stand  between  you  and  a 
ThinkPad.  Because  now,  ior  less 
than  $2,000.  you  can  have  a 
notebook  from  the  ianiily  that's 
won  over  300  awards  —  complete 
with  Pentium"  processor  power, 
integrated  TrackPoint  III,  and  that 
unmatched  ThinkPad  "feel."  Just 
call  1  800  426-72,55;  ext.  5011.  lor 
more  details  and  to  find  out  where 
you  can  buy  one.  Or  come  visit 
us  at  wwvv.pc. ibm.com/thinkpad. 

A  better  place  to  think. 


ThmlcPad 


Thinl.l'ail  :i<,.-,\l) 
12(1  l///r  7».HY',vsr,/-.  HMH  memory.  IMH( ,IV  liani 
,lisk.  IlJ-imh  srrern.  Trmkl'ouU  III.  I  \  CD-ROM. 
Ldtiis  SmarlSuilc  ':  $IM'W  Available  today. 


■5MH2  denotes  iiitemal  clock  speed  of  the  micioprocessor  only;  other  factors  also  affect  application 
performance.  -IGB  =  billion  bytes.  f'May  be  pieloaQed.  included  on  a  CD  or  available  to  order  on  a  CD. 
Diskettes  and  iiard  copy  documenlation  available  at  extra  cfiarqe.  EMoclel  EEF/EFiF.  Estimated  IBM  authorized 
retailer  price.  Actual  prices  may  vary.  Other  models  range  up  to  SZ.999.  IBM.  "I  hinkPad.  TrackPoint  III  and 
Solutions  for  a  small  planet  are  Irademarks  of  International  Business  Machines  Coiporation.  Lotus  and 
SmartSuite  are  registered  trademarks  of  Lotus  Development  Corp.  The  Intel  Inside  logo  and  Pentium  are 
registered  trademarks  of  Intel  Corp.  (01997  IBM  Corp. 


Solutions  for  a  smaU  planet 
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THE  NEW  "9  TO  5"^  '  PLAN.  ONLY  AT  SHERATON. 

lis  a  oiir-iil-a-kind  iiin(i\ali<in  lor  hiisnicss  liavclcis  thai  allows  yoLi  lo 
clicck  ill  lo  \()iir  KKim  as  carlx  as  0  a.ni.  on  atri\al  ami  clu-ck  out  as  lalf-  as 
5  p.m.  on  llir  ilay  yon  l<'av<-.  \on  ll  Inid  il  iiixcs  voii  more  lit't'dom  lo  lake  care 
ol  linsnicss  and  plenly  ol  lime  lo  avoid  il.  Tlic  "9  lo  5"  plan  is  available  lo 
all  mcinhrrs  ol  ITT  Slicralon  (ilnh  Inh'i  nalional  (Sdl).  rini  IrciiiK'nl  <iiiesl 
pid^iani.  To  re(|ncs|  ||ie"'>  lo  plan  on  som  nexl  slav  and  lor  Iree  eniollnient 
in  S(ll.  call  \onr  lra\c|  professional  or  I -o()()-325-3535.  Yon  can  also 
rr'-^.'?^  '  make  reser  val ions  al  our'  Weh  site:  nil p://w ww.slieralon.com. 
""^^  And  rcmemlx-r  lo  |)ack  llial  other  sml.  the  dri|)-(lr\  one. 

Tlir  "')  III  r>  '  jiliiii  i.s  iiriilliil/li-  Id  all  .SY,7  iiiciiilii-rs  paying  eligible  corporale  rates 
(  '.Hit.  SET)  III  /nil III  ijiaimg  jirnju  il u  s  nail  is  mil  laliil  ivith  group  or  ilisvouuted  rale.s. 

!■  I  I'l'l?  IIT  Shri„l,.i,  I  .„,,,„, ,11, HI. 
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l';irti('i|>atin^  Shcralori 
lloti  ls  Hcsorls 

Arizona 

Sheraton  Crescent/Phnt-nix 
Shcr:itiin  El  Conquistador/Tucson 

California 

Miraniar  Sheraton/Santa  Monica 
Palace  Hotel/San  Francisco 
Sheraton  Cerritos 
;ratc)n  Fisherman's  Wharf/San  Francisco 
Sheraton  Gateway 
Los  Angeles  Airport 
Sheraton  Grande/Los  Angeles 
Sheraton  Grande  Torrey  Pines/ 
La  JoUa 
Sheraton  Long  Beach 
Sheraton  Rancho  Cordova 
Sheraton  San  Diego 
Sheraton  San  Jose 
Sheraton  Universal/Los  Angeles 

Colorado 

Sheraton  Colorado  Springs 

Washington,  D.C.,  area 

The  Carlton 
Sheraton  Suites  Alexandria 
Sheraton  W.ishington 

Illinois 

Sheraton  Chicago 
Sheraton  Gateway  Suites 
O'Hare  Airport/Chicago 
Sheraton  Suites  Elk  Grove 

Minnesota 

Sheraton  Minneapolis  Metrodome 

Missouri 

Sheraton  Suites  Country  Club  Plaza/ 
Kansas  City 

Montana 

Sheraton  Billings 

New  York 

Sheraton  Civic  Center/Poughkeepsie 
Sheraton  Manhattan 
Sheraton  New  York 
St.  Regis 

Oregon 

Sheraton  Portland  Airport 

Texas 

Sheraton  Park  Central/Dallas 
Sheraton  Suites  Market  Center/Dallas 
Sheraton  Tyler 

Washington 

Sheraton  Seattle 
Sheraton  Tacoma 

Alberta,  Canada 

Sheraton  Cavalier/Calgary 

British  Columbia,  Canada 

Sheraton  Wall  Centre/Vancouver 

Manitoba,  Canada 

Sheraton  Winnipeg 

Ontario,  Canada 

Sheraton  Centre  Toronto 
Sheraton  Gateway  Toronto  Airport 
Sheraton  Hamilton 
Sheraton  Ottawa 
Sheraton  Toronto  East 

Saskatchewan,  Canada 

Sheraton  Cavalier/Saskatoon 


that  is  planning  to  bid  on  the  licenses. 

The  FCC  auctions  are  sweet  relief  for 
CellularVision,  which  has  been  develop- 
ing the  technology  for  11  years.  Cellu- 
larVision Chairman  and  ceo  Shant  S. 
Hovnanian  and  his  father,  Vahak,  a  Cel- 
lularVision director,  were  in  the  home- 
building  and  cable-wu'e  installation  busi- 
ness in  1986  when  a  friend  introduced 
them  to  Bernard  B.  Bossard,  a  mi- 
crowave engineer.  Bossard  had  invented 
a  way  to  pack  the  unused  28-Gliz  region 
of  the  radio  spectrum  with  more  high- 
quality  voice,  video,  and  data  than  other 
types  of  wireless  transmission.  Unlike 


satellite  broadcasts,  ratlio  waves  would 
not  require  a  direct  line  of  sight,  but  the 
signal  at  this  high  frequency  usually 
breaks  up  or  fades  out  in  bad  weather 
Bossard  figured  he  could  overcome  this 
problem  by  repeating  the  signal  over 
and  over  in  very  small  regions,  or  cells. 

The  Hovnanians  originally  formed 
CellularVision  with  their  own  money 
and  in  1993  sold  4%  stakes  to  Bell  At- 
lantic and  J.  P.  Morgan  and  2%  to 
PhiHps  Electronics.  CellularVision  sold 
18%  of  its  stock  to  the  public  in  Febru- 
ary, 1996,  at  $15  per  share;  delays  in 
rolling  out  the  system  have  caused  the 
stock  to  drop  to  around  $10. 

Bossard,  now  chief  technology  offi- 
cer, spent  two  yeai's  putting  on  the  final 
touches  before  applying  for  an  fcc  h- 
cense  in  1988.  His  method:  Use  devices 
called  repeaters  to  pick  up,  amplify,  and 
retransmit  the  28-Ghz  signals  within  a 
cell  with  a  three-mile  radius.  The  re- 
peaters bounce  the  signals  off  buildings 
so  that  all  the  nooks  inside  urban 
canyons  can  be  reached.  The  antenna,  a 
six-inch  square  panel,  can  be  placed  in- 
side a  window  and  is  easily  adjusted. 

The  low  cost  of  the  system  is  par- 
ticularly attractive  to  developing  na- 
tions. To  tap  this  market,  CellularVision 
formed  a  private  holding  company, 
CellularVision   Technology   &  Tele- 


communications LP,  to  license  the  tech- 
nology outside  the  U.  S.  Nineteen  coun- 
tries have  signed  up  so  far,  including 
Russia,  Thailand,  and  the  Philippines. 
CLEAR  PICTURE.  In  the  U.  S.,  however, 
cable  TV  is  the  immediate  target.  In  its 
digital  foiTn,  lmds  offers  image  quality 
superior  to  what  most  cable-TV  sub- 
scribers receive  over  standard  coaxial 
cable.  The  technology  also  delivers 
faster  Internet  connections  than  the  new 
and  much  hyjDed  cable  modems.  With  a 
standard  $200  modem  card  inserted  into 
a  PC,  LMDS  companies  say  subscribers 
will  be  able  to  cruise  the  Internet  at 


MAKING  WAVES 


CellularVision  CEO 
Hovnanian  with 
low-cost,  easily 
adjustable  LMDS 
antennas  that  can 
be  mounted  on  a 
window 


speeds  as  high  as  54  megabits  per  sec- 
ond— twice  as  fast  as  the  latest  cable 
modems.  CellularVision  just  started  of- 
fering high-speed  Internet  access,  along 
with  14  channels  of  business  news,  to 
corporate  subscribers  in  Manhattan. 

Cable  companies  can't  be  counted  out 
yet.  Time  Warner  Inc.  and  Tele-Com- 
munications Inc.  have  been  slow  to 
launch  commercial  cable-modem  sei"vice, 
in  part  because  of  a  lack  of  equipment 
standards.  But  the  cable-TV  industry  fi- 
nally agi'eed  on  specifications.  "We'll  see 
the  cost  of  cable  modems  come  way 
down,"  predicts  Hemy  T.  Nicholas,  pres- 
ident of  Broadcom  Corp.  in  Irvine, 
Calif.,  a  maker  of  modem  chips. 

The  LMDS  pioneers  have  their  eyes 
on  more  than  the  Internet.  Hovnanian 
says  his  Brooklyn  system  should  be  of- 
fering wireless  phone  sei'vice  and  two- 
way  data  within  six  to  nine  months — the 
company  is  cuiTently  negotiating  inter- 
connection agreements  with  Nynex 
Coi-jo.  CellularVision  is  also  holding  talks 
with  two  major  telecom  companies 
about  fonning  a  partnership  for  bidding 
in  the  lmds  auctions.  "We're  not  wire- 
less cable,"  boasts  Hovnanian.  "We're  a 
brand  new  industi-y."  As  they  might  say 
in  Brooklyn,  who  knew? 

By  Catherine  Amst,  with  Neil  Gross 
in  New  York 
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^  y  ^^✓JL^^        leaders  in  every  industry  have  one  thing 
in  common  ~  they  leverage  information  better  than  their  competitors. 
Emerging  technologies  are  critical  to  business,  but  successful  IT 
executives  have  learned  that  information  is  the  center  of  the  enterprise. 
"Corporate  Crown  Jewels"  will  explore  how  to  position  your  company 
in  the  global  market  with  the  best  information  strategies,  the  most 
powerful  technologies,  and  the  most  dynamic  applications. 

Join  Business  Week,  along  with  CIOs  and  top-tier  decision 
makers  of  the  nation's  largest  corporations,  to  discover  how 
corporate  champions  are  achieving  winning  results  by  building 
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Three  of  the  biggest  names  in  IT  want  to  talk  to  you 
about  getting  your  PC  computing  costs  under  control. 


Employees  are  demanding  better  PC  support.  Management  wants  you  to  lower  the  total  cost  of 
ownership  (TCO).  You  need  atiswers.  Three  leaders  in  personal  computing  —  Intel,  Microsoft,  and 
ENTEX  — will  be  holding  TCO  Workshops  in  17  cities.  Spend  an  intense,  information-packed 
morning  learning  how  to  tame  your  corporate  PC  environment.  Each  of  the  sponsors  will  provide 
tactics,  tools,  and  measurement  methods  you  can  implement  to  reduce  your  TCO.  Reserve  your  seat 
today  for  this  roll-up-your-sleeves  workshop.  Prequalification  is  required. 

Workshop  size  is  limited.  So  don't  delay. 

Call  now:  1-800-892-5892 

Or  register  at  our  web  site:  www.entex-is.com 
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Cincinnati:  IVlay  13 
Seattle:  May  21 
Portland:  May  22 
New  York:  May  28 
Hartford:  May  29 
Houston:  June  3 
Dallas:  June  4 
Atlanta:  June  5 
Denver:  June  10 


Los  Angeles:  June  11 
San  Francisco:  June  12 
Washington:  June  17 
Philadelphia:  June  18 
Boston:  June  19 
Chicago:  June  24 
Detroit:  June  25 
Minneapolis:  June  26 


TCO  solutions 

from  the  people  who 

wrote  the  book  on  IT° 
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■D  BY  OTIS  PORT 


INING  OUT  A  VEXING  GHIPMAKING  PROBLEM 


;N  SEMICONUUCTOR  MAKERS  WANT  TO  COMBINE  TWO  MATERIALS  TO  PRODUCE  SOMETHING 

can't  be  made  from  a  single  material,  such  as  ultraviolet  light-emitting  diodes 
)s),  they  have  a  limited  menu  of  choices.  That's  because  of  the  so-called  lattice  mis- 
ch — the  difference  in  spacing  between  the  atoms  in  various  chip  materials.  Even 
,  1%  mismatches  rapidly  multiply  into  strains  that  result  in  material  flaws — and  de- 
ive  LEDs.  For  many  combinations,  the  mismatch  factor  chmbs  to  20%  or  more, 
ow,  researchei's  at  Cornell  University  seem  to  have  found  a  way  to  do  the  impossi- 
And  it's  so  simple  that  materials  scientists  are  dumbfounded.  "Even  we  don't  un- 
itand  why  it  works  so  well,"  admits  Felix  E.  Ejeckam,  a  Ph.D.  student  whose  com- 
ir  simulations  indicated  that  the  "too-easy"  idea  fi'om  Yu-Hwa  Lo,  a  Cornell 
ciate  professor  of  electrical  engineering,  just  might  work. 

,  boils  down  to  this:  Take  a  veiy  thin  film  of  galhum  arsenide  and  place  it  on  a  galH- 
arsenide  wafei'.  Rotate  the  film  about  10  degi-ees  out  of  lattice  aUgnment,  then  iron 
)wn  vdth  heat  and  pressure.  Now,  a  badly  mismatched  material  can  be  grown  atop 
buffer  layer,  and  lattice-mismatch  strains  are  somehow  passed  through  the  buffer 
the  bulk  substrate,  where  they  cause  no  harm.  Chipmakers  are  excited  by  the 
nique  because  it  also  promises  a  new  sihcon  foundation  for  computer  chips.  □ 


yiTHE  FOLKS 
BROUGHT 
DOLLY 


HAPPENS   WHEN  YOU 

a  rabbit  and  a  salmon? 
goes  well  at  the  U.  S. 
itories  of  ppl  Thera- 
:s  PLC — the  Scottish 
h  company  that  helped 
e  Dolly,  the  cloned 
— the  answer  will  be  a 
lless  supply  of  a  valu- 
steoporosis  drug. 

reseai'chers,  fresh  from 
success  with  Dolly,  have 
taken  the  wraps  off 

a  rabbit  whose  chro- 
nes  bear  a  transplant- 


ed salmon  gene 
that  codes  for  the 
protein  calcitonin. 
This  pi'otein  is 
widely  used  to  re- 
duce the  crippling 
bone  loss  that  af- 
flicts roughly  one- 
third  of  all 
women  in  their 
70s.  Sales  of  just 
one  such  product, 
Novartis'  calci- 
tonin nose  spray, 
topped  .$200  mil- 
lion last  year. 

Researchers  at 
PPL  Inc.'s  lab  in  Blacks 
burg,  Va.,  led  by  general 
manager  Julian  Cooper,  se 


lected    a  salmon 
gene  because  it  had 
already  been  identi- 
fied  and  studied. 
Just  28  weeks  after 
the  gene  transfer, 
calcitonin  was  de- 
tected   in  Babe's 
milk  in  relatively 
high  concentra- 
tions. And  unlike 
most  proteins  pro- 
duced in  so-called 
transgenic  animals, 
which  require  ex- 
tensive processing 
before  they  can  be 
administered.  Babe's  calcitonin 
occurs  in  a  foiTn  that's  effec- 
tive for  humans.   Neil  Gross 


m  Nitinol  is  a  curious  alloy 
discovered  in  1968.  No  matter 
how  it  is  defoi'med,  it  springs 
back  to  its  original  shape 
when  heated.  Now,  re- 
searchers at  Virginia  Poly- 
technic Institute  have  found  a 
new  use  for  Nitinol:  embed- 
ding fibers  of  it  in  polymer 
composites.  The  result  is  a 
lightweight  arnior  that  could 
be  used  for  bombproof  air- 
cargo  containers. 
■  For  decades,  market  re- 
searchers and  statisticians 
have  lamented  their  inability 
to  deiluce  indivitlual  behav- 
ior fi-om  data  on  gi  oups.  But 
Gary  King,  a  professor  of 
government  at  Harvard  Uni- 
versity, has  come  up  with  a 
formula  that  finally  cracks 
tliis  nut.  Details  are  in  King's 
book,  A  Solution  To  The  Eco- 
logical Inference  Problem, 
from  Princeton  University 
Press. 

H  Tera  Computer  Co.,  the 
Seattle  outfit  that  hopes  to 
create  a  family  of  new  super- 
computers (BW — Nov.  11, 
1996),  claims  its  prototype 
has  set  a  speed  record  for 
one  important  type  of  soft- 
wai-e  operati(jn.  The  company 
says  its  integer-sort  mark  is 
more  than  10%  faster  than 
the  old  record  on  a  T90 
supercomputer  from  Cray 
Research  Inc. 


R  THE  APPIAN  WAY,  HIT  COMMAND-A 


E  wasn't  built  in  A  DAY. 

onstructing  it  in  virtual 
ity  is  no  snap,  either. 

ambitious  Rome  Re- 
1  project  at  the  Univer- 

of  California  at  Los 
;eles  plans  to  make  a 
tilayer  virtual  reality 
ae  that  spans  the  cen- 
es  from  850  B.  C.  to  450 
).  Archaeologists,  archi- 
s,  historians,  and  other 
jarchers  will  be  able  to 
k  on  a  spot  and  peel  the 


virtual  reality  "onion"  to 
step  back  in  time. 

The  project  won't  be  com- 
pleted until  about  2020.  But 
Imperial  Rome  of  450  A.  D. 
will  spring  to  life  again  in 
time  for  the  Eternal  City's 
celebration  of  the  new  mil- 
lennium. In  multimedia 
kiosks  around  the  city,  peo- 
ple will  be  able  to  prowl  the 
Colosseum's  dungeons,  stroll 
through  the  Roman  Fonim, 
and  hsten  to  toga-clad  ac- 


tors. This  fii'st  model  will  be 
sold  on  CD-ROMS  to  help  de- 
fray the  pi'oject's  cost — as 
much  as  $20  million. 

Rome  Reborn  was  started 
in  1995  by  a  multidisci- 
plinary  group  of  ucla 
professors.  When  they 
learned  of  similai'  ef- 
forts at  Infobyte,  an 
Italian  multimedia  com- 
pany, the  groups  joined 
forces.  Infobyte  expects 
to  finish  its  model  of 
the  Colosseum  within 
weeks,  ucla  plans  to 


unveil  its  reconstruction  of 
the  Ti-ajan  Forum  at  the 
opening  of  the  new  Getty 
Museum  in  Los  Angeles  late 
this  year.       Monica  Lamer 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwapr@businessweek.com 
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TIMESHARES: 

THEIR  TIME  HAS  COME 


Talk  about  a  loser  repu- 
tation. For  years, 
timeshares,  in  which 
people  typically  bought  the 
right  to  stay  at  a  ho-hum  re- 
sort for  the 

same  week   

every   year  TIMES 

were  hustled   

by  small  independent  devel- 
opers. These  outfits  would  of- 
ten lure  prospective  buyers 
with  gifts  and  arm-twisting 
sales  pitches.  Many  cus- 
tomers, expecting  their  equi- 
ty to  appreciate  like  other 
real  estate,  got  burned. 

Today,  thanks  in  part  to 
the  increasing  presence  of 
bigger  players  such  as  Walt 
Disney  and  Maniott  Interna- 
tional, the  timeshare  indus- 
try is  shedding  its  unsavory 
image  and  even  its  name — 
it's  now  called  "vacation  own- 
ership." With  sale  prices 
ranging  from  $4,000  for  a 
one-bedroom  Ramada  suite 
off  season  to  $60,000  for  a 
three-bedroom  villa  at  Dis- 
ney World  over  the  Chinst- 
mas  holiday,  these  brand- 
name  companies  are  now 
selling  real  vacation  packages, 
not  just  real  estate. 
SOUPEIHJP.  Tliis  new  strategy 
is  helping  to  revitalize  an  in- 
dustry that  has  inci-eased  in 
size  to  3.5  miUion  households 
worldwide,  up  from  1.8  mil- 
lion in  1990,  according  to  the 
American  Resort  Develop- 
ment Assn.,  a  Washington  (202 
371-6700)  trade  group.  Part  of 
the  appeal  is  the  souped-up 
cjuality  and  the  more  desir- 
able locations.  Gone  ai-e  many 
of  the  old,  cramped  hotel-unit 
conversions  and  onetime 
condominium  complexes- 
that  lack  pools  and  other 
resort  amenities.  A  two- 
bedroom  villa  at  Mar- 
riott's Manor  Club  (757 
258-5500)  in  Williamsbm-g, 


REAL  ESTATE 


Va.,  for  instance,  costs  $8,500 
to  $16,200  a  week,  depending 
upon  the  season,  and  sports  a 
whirlpool  tub,  a  fireplace,  a 
utihty  room  with  washei'  and 
dryer,  and 

  three  televi- 

II     p  £  §       sion  sets.  The 

  residents  at 

Westgate  Vacation  Villas  (800 
846-4253)  in  Kissimmee,  Fla., 
may  use  any  of  the  facility's 
10  pools,  10  whii'lpools,  and  10 
kiddie  pools. 

The  accommodations  ai'e  in- 
tended to  shed  that  "hotel" 
feel,  however.  Few  of  the 
places  offer  room  sei"vice.  In- 
stead, linens  and  cutleiy  ai'e 
on  hand.  A  maid  will  genei"ally 
clean  up  only  at  the  end  of 
youi-  stay — in  prepai-ation  for 
the  ne.xt  owTier's  aiiival.  Tlie 
hotel 


mainstay  may  be  the  phone 
bill.  In  some  cases,  you'll  have 
to  use  a  calling  card,  or  else 
pay  jacked-uj)  prices,  especial- 
ly for  long-distance  calls. 

Timesharing  used  to  mean 
taking  all  the  spontaneity  out 
of  a  vacation  because  you  had 
to  spend  the  same  week  at 


the  same  resort,  yeai-  ;> 
year.  This  is  no  longer; 
case.  Using  an  exchange  , 
work — the  two  biggest. 
Interval  International  - 
622-1861)  and  Resort  C(  - 
miniums  International 
481-5738)— you    can    ^  . 
your  timeshare  rights; 
someone  else's  unit  at  s\ 
ferent  resort  anywhere  ii:. 
world.  You'll  pay  an  exehu 
fee — about  $100  for  dom  i 
trades  and  up  to  $133  fcij 
ternational  trades — for:.h 
privilege,  on  top  of  an  arflttri 
membership  fee  of  abouti  isp 
But  whether  you  can  aeti 
swap  for  the  luxury  con(| 
Vail,  Colo.,  that  you've 
eyeing  depends  largely  '\ 
v/hat  other  timeshare  ov^Jta 
have  put  in  the  exchnjaer 
leof 
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:" — and  the  value  of 
particular  unit, 
ne  timeshares  still  con- 
business  the  old-fash- 
way.  Vistana  (407  239- 

for  example,  offers  a 
week  at  three  different 
;s  in  Florida.  But,  like 
other  opei'ators,  it  also 
1  the  more  popular 
ng  time"  option.  Under 
irrangement,  which  is 
into  the  purchase  pi'ice, 
3uy  a  week  within  a 
-to-four-month  season, 
year,  you  can  reserve 
;ver  week  you  prefer 
1  that  period.  (Reserva- 
are  granted  on  a  fii-st- 

first-served  basis,  so 
ssible  you  won't  get  the 
week  you  would  like.) 
)pose  you  don't  feel  like 
ioning  at  a  resort  next 
That  may  not  present  a 
em  if  your  timeshare 
oper  offers  a  vacation 
Dr  a  points-based  pro- 

Instead  of  using  your 
s  stay  at  a  Hilton  Ho- 
esort,  you  can  convert 

allotted  time  into 
!,  which  may  be  used, 

other  year,  toward  the 
ase  of  airline  tickets,  a 
rd  Line  cruise,  car 
Is,  even  gaming  chips 
Hilton  casino.  Disney 
Vlarriott  offer  similar 

Of  course,  this  extra 
ility   may   cost  you 

You  must  be  a  mem- 
if  Hilton  Grand  Vaca- 
Club  ($85  annually)  to 
idvantage  of  the  points 
m. 

i  PITCH.  Whether  your 
tiare  developer  employs 
its  system  or  not,  you'll 
lave  to  pay  an  annual 
enance  fee  to  cover  the 
rty  taxes,  upkeep,  and 
keeping — even  when  you 
show  up.  The  average 
{  payments  range  from 
;o  $;%0,  while  the  fees  at 
ind  properties  may  reach 
All  may  rise  over  time, 
spite  the  industry's  im- 
!d  reputation,  you  still 
:  have  to  sit  through  a 
'-duty  sales  pitch.  If  the 
ng  is  off-site,  be  siu'e  to 
;  out  the  resort  in  per- 
Some  developers  offer 
-vacs,"  promotions  that 


let  you  stay  at  the  resort  (if 
thei'e's  I'oom)  oi'  a  nearby  ac- 
commodation for  a  cut-rate 
price  in  return  for  attending 
their  90-minute  sales  presen- 
tation. Should  you  succumb 
to  the  pressure,  you'll  gener- 
ally have  10  days  to  change 
your  mind. 

Most  developers  offer  fi- 
nancing. Generally,  the  buyer 
will  be  expected  to  put  10% 
of  the  price  down  and  to  pay 
off  the  loan  in  seven  years  at 
an  interest  rate  of  some  12% 
to  16%,  says  Frank  Mahan, 
assistant  vice-president  at 
Litchfield  Financial,  a  Stam- 
ford (Vt.)  lender,  most  of 
whose  clients  are  timeshare 


eigners  are  generally  not  al- 
lowed to  hold  deeded  owner- 
ship. In  Aruba,  for  instance, 
Marriott  timeshare  owners 
have  60  years  in  which  to 
"use"  their  purchased  vaca- 
tion before  the  agi-eement  ex- 
pires. Similarly,  Disney  gives 
all  timeshare  buyers  a  deeded 
real  estate  interest  that  ex- 
pires in  2042. 

If  you've  outgrown  the 
timeshare,  youi"  only  recourse 
may  be  to  sell.  Unfortunately, 
as  much  as  timeshares  have 
changed,  the  resale  market 
has  not  matured  yet,  says 
Mario  Collura,  president  of 
TKi  West,  a  Los  Angeles  real 
estate  brokerage  specializing 


NOW  LOOK  WHO'S 
OFFERING  TIMESHARES 

UlMlCJ  allotment  of 
points  lets  you  break  a 
week's  vacation  into  short- 
er getaways  in  Hilton  Head, 
S.C.,  or  Florida.  Rights 
expire  in  2042.  Cost: 
$9,413  (one  week  in  a 
one-bedroom  suite,  low- 
season)  to  $60,000 
(Christmas  week  in  a  three- 
bedroom  "grand  villa"). 

Marriott 

ties  in  15  locations.  Every 
other  year,  you  can  trade 
in  your  annual  rights  for 
points  toward  airline  tick- 
ets or  rental  cars.  Cost: 
$8,500  (two-bedroom  in 
Williamsburg,  Va.,  low 
season)  to  $29,900  (two- 
bedroom  in  Utah  during 
Christmas  week). 

W\7€iH  Operates 
Iljail  Sunset  Har- 
bor, a  40-unit  resort  in 
Key  West,  Fla.  Plans  to 
add  further  resorts  in 
Colorado,  Florida,  Nevada, 
and  Puerto  Rico. 
Cost:  $12,000  to 
$25,000  (for  a  two-bed- 
room/two-bath unit 
depending  upon  the 
season). 

Hilton  [Isorts  m 
Florida,  plus  the  flagship 
Flamingo  Hilton  in  Las 
Vegas.  Members  can 
borrow  up  to  one  future 
year's  allocation  of  points. 
Cost:  $10,000  (for  a 
one-bedroom  unit  in  low 
season)  to  $25,000  (two- 
bedroom/two-bath  during 
Christmas  week). 

developers.  Depending  on  the 
piu'chase  price,  you  may  want 
to  finance  it  yourself  with  a 
home-equity  loan. 

Before  you  sign,  make  sure 
that  you  know  what  you'i-e 
buying.  Most  domestic  time- 
shares  nowadays  give  you  a 
deed  to  the  property.  That 
means  you  own  it  and  can 
bequeath  it  to  youi'  heirs.  But 
anywhere  outside  the  U.  S., 
you  may  simply  get  a  right- 
to-use  certificate,  because  for- 


in  timeshare  resales.  Gener- 
ally, you  can  expect  to  get 
about  half  of  your  purchase 
price,  he  says.  More  upscale 
properties,  however,  may  gai-- 
ner  more. 

Many  developers  won't  get 
involved  in  the  resale  aspect 
until  they  have  fh-st  sold  all 
of  their  units,  which  may 
mean  that  you'll  have  to  tiy 
to  dump  the  place  yourself. 
That  can  be  difficult  because 
you're  usually  selUng  an  out- 


of-state  property,  so  it's  not 
as  simple  as  planting  a  For 
Sale  sign  on  the  fi-ont  lawn 
and  waiting  for  buyers  to 
knock  on  the  door  Licensed 
brokers  do  handle  resales, 
but  some  of  them  charge  an 
up-fi'ont  fee  of  $800  or  more 
just  to  list  youi'  property.  You 
might  be  bettei'  off  working 
with  commission-only  bro- 
kers— even  though  they  may 
charge  a  hefty  30%.  Presum- 
ably, such  brokers  will  work 
harder  to  sell  your  timeshai-e 
because  they  won't  get  paid 
otherwise. 

OVER  THE  INTERNET.  Collu- 
ra's  firm  runs  an  annual  auc- 
tion that  accepts  bids  by 
phone  or  mail.  These  ai'e  usu- 
ally distress  sales,  in  which 
properties  go  for  75%  off  the 
original  price.  That's  a  bar- 
gain, but  don't  expect  to 
make  a  killing  on  a  future 
sale.  You  might  get  back 
what  you  paid. 

One  of  the  best  places  to 
sell  or  shop  for  a  used 
timeshare  may  be  over  the 
Internet.  Timeshare  Users 
Group  (www.timeshai'e-users- 
gToup.com)  offers  resort  re- 
views and  classified  ads  to 
its  members  for  $15  per 
year.  Timesharing  Today,  a 
bimonthly  newsletter  ($18 
for  a  two-year  subscription; 
800  342-7311),  provides  tips 
on  buying  and  selling,  indus- 
try news,  and  resort  report 
cards.  Its  classified  ads  are 
also  posted  free  on  a  Web 
site  ( www.timesharing- 
today.com). 

Keep  in  mind  that  a  time- 
share  vacation  will  cost  a  bit 
more  than  appears  on  paper: 
For  one  thing,  you  have  to 
fork  over  the  airfare  every 
year  to  reach  your  destina- 
tion. This  could  be  a  smart 
pui'chase,  however,  if  you  plan 
on  using  the  timeshare — or 
some  aspect  of  the  points/ex- 
change system — every  year, 
and  don't  plan  on  selling  it 
off  for  at  least  a  decade.  The 
advantage  is  that  you're  lock- 
ing in  your  vacations  10 
yeai's  hence  at  today's  prices. 
That  may  not  be  a  bad  deal 
once  you  realize  that  even 
rest  and  relaxation  have 
their  price.    Barbara  Hetzer 
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THE  RIGHT  WAY 
TO  INVEST  IN  REITs 


With  the  stock  mar- 
ket potentially  re- 
treating and  interest 
rates  inching  upward, 

real  estate  investment 
trusts — pooled  funds  that  in- 
vest in  income-producing  res- 
idential and  commercial  pi'op- 
erties — could  be  a  n««i-m,i*m.^ 
welcome  alternative. 
Since  these  securi- 
ties do  not  move  in 
sync  vdth  equities, 
brokers  stress  the 
diversification  appeal 
of  RKlTs.  The  sales 
pitch  is  seductive: 
In  1996,  the  index 
of  198  publicly  trad- 
ed real  estate  in- 
vestment trusts 
tracked  monthly  by 
the  National  Associ- 
ation of  Real  Estate 
Investment  Ti'usts 
(NAREiT)  returned 
35.8%,  including  div- 
idends, compared 
vi^ith  20%  for  the 
Standard  &  Poor's 
500-stock  index.  Not 
only  did  re  its  out- 
pace most  stocks, 
but  they  also  of- 
fered better  yields — 
some  of  them  as 
high  as  10%— than 
a  lot  of  bonds. 
IPO  DELUGE.  You 
may  not  want  to 
vi^rite  out  that 
check  just  yet, 
though.  The  REIT  index  is  up 
a  paltry  1.2%  through  the 
first  two  months  of  1997, 
compared  with  6.76%-  for  the 
Standard  &  Poor's  index. 
Still,  a  flood  of  REIT  initial 
public  offerings  will  proba- 
bly hit  the  market  during 
the  next  decade.  And  as 
large  blocks  of  U.  S.  real  es- 
tate become  "ecjuitized,"  in- 
vestment opportunities  will 
dramatically  expand,  says 
Steven  C.  Leuthold,  chair- 
man of  The  Leuthold  Group, 


an  institutional  research  finn 
in  Minneapohs. 

To  find  the  best  plays 
among  the  current  crop  of 
REITS,  investors  need  to  know 
where  to  look.  First,  check 
the  prospectus  or  annual  re- 
port for  REITs  with  estab- 
lished track  records.  Although 
there  are  quality  managers 


ownership,  says  Andrew 
Davis,  portfolio  manager  of 
Davis  Real  Estate  Fund,  in 
Santa  Fe,  N.  M.  If  manage- 
ment is  selling, ,  why  should 
you  be  buying?  Tlie  proxy  will 
teU  you  how  much  of  the  com- 
mon stock  is  owned  by  REIT 
insidei's.  A  minimum  of  10% 
of  outstanding 

shares  is  rec-         !  N  V  E  S 


REAL  ESTATi 


READING  REITs: 
WHAT  TO  LOOK  FOR 


EXPERIENCED 
MANAGEMENT 

Check  the  prospectus 
or  annual  report  for 
managers  who  weath- 
ered several  real  lOwYeVELS  OF  DEBT " ' 

estate  c_yc I es.   Institutional  investors 


increases  in  a  REIT's 
cash  flow,  listed  in 
the  prospectus  as 
adjusted  funds  from 
operations. 


OWNERSHIP  STAKE 

Get  ahold  of  the 
annual  report  or  lOK 
filing  to  determine 
whether  management 
owns  a  sizable  posi- 
tion in  the  common 
stock. 

DIVERSIFICATION 

Examine  the  annual 
report  to  make  sure 
the  REIT  owns  differ- 
ent types  of  properties 
(shopping  malls, 
apartments,  office 
space,  etc.)  in  various 
geographic  areas. 

SUSTAINABLE  GROWTH 

Look  for  annual 


recommend  that  debt 
be  no  more  than  35% 
of  total  capitalization. 
The  lower  the  level  of 
variable-rate  debt,  the 
better. 


ommended.  In- 
side ownership  averages  18% 
foi'  the  REITS  tracked  by  New 
York-based  Cohen  &  Steers 
Capital  Management. 

Another  sign  of  a  high- 
— «  quality  re  it  may  be 
found  with-in  the 
proxy:  executive 
compensation.  If  the 
pay  of  the  film's  top 
brass  is  tied  to  ap- 
preciation in  the 
stock  price,  it  is 
likely  that  manage- 
ment and  sharehold- 
ers are  on  the  same 
team. 

WIDE  RANGE.  It's 
also  important  to 
make  sure  that  the 
individual  reits  are 
diversified  by  prop- 
erty type  and 


TING 


who  have  been 
in  business  less 
than  a  decade, 
Michael  Evans, 
national  director 
of  E&Y  Kenneth 
Leventhal  Group, 
real  estate  consultants  in 
San  Francisco,  suggests  tar- 
geting those  that  have  weath- 
ered sevei'al  real  estate  cy- 
cles, including  the  re  it 
debacle  of  the  early  1970s. 

Next,  focus  on  high  levels 
of  institutional  and  insider 


geogTaphic  location.  "You  can 
own  the  best-managed  REIT 
available,  but  if  it  is  a  prop- 
erty type  or  region  that  isn't 
doing  well,  you  won't  make 
money,"  warns  Robert  H. 
Steers  of  Cohen  &  Steers, 


whose  REITS  typically 
more   than   30  prope 
ranging  from  shopping 
to  office  buildings.  You 
call  major  real  estate 
such  as  Cushman  & 
field  for  national  or  rei 
reports  on  the  office,  i: 
trial,  retail,  and  apart 
markets. 

Only 
are  you  r 
to  focus  on  financial  pe| 
mance.  Don't  be  lurei 
high  yields  alone.  Too  o| 
REITS  vdth  the  heftiest 
dends  are  also  the  ones 
caiTy  the  most  risk.  Fo: 
ample,  the  average  fad 
outlet  REIT  pays  a  geni 
8%  dividend.  But  becausi 
gional  markets  can  only 
port  a  limited  number  of 
lets,  future  earnings  grcT 
may  be  modest.  Converj 
many    low-yielding  rI 
shouldn't  be  overlooked.|l 
fice  REITS,  with  modest  y 
of  around  5.5%  on  avei 
now  are  the  most  exper 
sector  of  the  market,  s .  ii 
their  cash  flow  is  expect(  < 
grow  some  30%  in  1  fd  \\ 
Since  reits  must  pay 
95%  of  their  income  in 
dends  to  shareholders  [6,,  ll 
vestors  in  the  office 
can  expect  sizable  divi(jjjjjj,| 
increases  in  1998.  ^^^^^ 

Then,  check  the  annua  j 
port  to  deteiTnine  the  am  ,' 
and  type — variable  and 
rate — of  debt  that  the 
has  on  its  balance  sb 
Institutional  investors 
gest  debt  levels  no  hi, 
than  35%'  of  total  cafLj^ 
ization.   And  remenf 
UEiTs  with  lots  of  varii 
ate  debt  will  be  hu: 
ates  keep  rising. 
Lastly,  you'll  need  tc  ^ 
a  sense  of  whether  the 
is  reasonably  priced, 
yuui'  broker  about  adju 
funds  from  operations, 
is  how  analysts  measure 
flow.  Cun-ent  cash  flow 
tiples  range  fi-om  8  to  15 
pending  on  the  properti( 
Buying  wisely  in  this 
ket  r'equii'es  extensive  ai 
sis.  So  if  your  broker  ca 
explain  these  basic  fu 
mentals,  you  shouldn't 
buying  at  all.  Evan  Sim 
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lODEM,  A  MOUSE, 
lORTGAGE 


I  Hugh  Mclsaac 
ed  to  refinance 
)use  in  Manzeni- 
re.,  he  didn't  go 

bank  or  visit  a  mort- 
•oker.  He  went  online, 
s  very 
t,  very 


REAL  ESTATl 


president  and  manager  of 
Inland's  Internet  marketing 
division.  Many  users,  says 
Watts,  are  boiTowers  in  rural 
areas  who  want  to  avoid 
traveling  long  distances  to 
branch  offices  in  metro- 
politan areas.  Another  lure 
is  anonymity. 
People  with 


nient,    --.PXMR  SPACE  "tarnished" 


Lssie-free,"  says  the 
r  of  family-court  ser- 
1  Multnomah  County, 
finitely  do  it  again." 
ivould  many  others, 
c  is  one  of  a  gi'owing 
'  of  folks  finding  that 
ckest  and  easiest  way 
I  mortgage  is  over  the 
t.  Because  of  its  rates, 
c  chose  Inland  Mort- 
a  nationwide  lender 
n  Indianapolis.  Ti-affic 
Inland  site  is  indica- 
how  quickly  Interaet 
gi'owing  among  mort- 
lunters:  It  rocketed 
005  hits  in  October  to 
in  Januaiy.  Online  ap- 
ns  jumped  from  3.63% 
id's  consumer  loans  to 
in  the  same  period. 
)ple  who  are  time- 
1"  are  using  the  Net, 
3S  Calvin  Watts,  vice- 


credit  histories,  as  banks  de- 
scribe them,  don't  have  to 
face  a  skeptical  loan  officer. 
Even  some  folks  with  pris- 
tine records  feel  more  com- 
fortable with  impersonal 
vending  machine-like  devices 


than  with  face-to-face  en- 
counters. Finally,  lots  of  bor- 
rowers like  the  potential  bar- 
gains: Online  loans  can  also 
cut  mortgage  costs.  Lender 
American  Finance  &  Invest- 
ment of  Faiifax,  Va.,  claims  it 
can  save  you  $1,500  in  fees 
on  a  $135,000  loan,  mainly  be- 
cause it  doesn't  have  much 
ovei'head. 

Despite  all  these  conve- 
niences, getting  a  loan  is  not 
exactly  like  getting  cash 
from  an  atm.  You'll  have  to 
wait  the  same  time  period 
before  finding  out  if  your 
loan  has  been  approved.  And 
in  most  cases,  you'll  have  to 
pay  the  same  interest  rate 
and  many  of  the  same  fees 
whether  you're  in  a  bank  or 
cyberspace. 

One  downside  of  cyber- 
space, though,  is  that  you 
don't  have  a  real  person  to 
talk  you  through  your  finan- 
cial needs.  Fortunately,  there 
are  well  over  100  mortgage- 
related  Web  sites  online.  The 
best  ones,  such  as  Country- 
wide's  Home  Loan  Wizard 
and  Homebuyer's  Fair's  In- 
telligent Mortgage  Agent, 
provide  interactive  financial 
calculators  that  let  you  ex- 
periment with  various  finan- 
cial scenarios.  Much  like 
working  a  spreadsheet,  you 
can  figiu'e  the  impact  of  a  15- 
year  or  30-year  loan  at  a  va- 
riety of  interest  rates  while 
taking  into  account  factors 
such  as  bank  fees.  You  can 
also  determine  if  you  should 
rent  or  buy,  just  how  much 
home  you  can  really  afford, 
and  how  tax  breaks  play  out. 


LANDING  A  MORTGAGE  ON  THE  WEB 


SITE/WEB  ADDRESS 

COONTRYWIOE 
www.countrywide.coin 

HOMEBUYER'S  FAIR 
www.homefair.com 

INLAND  MORTGAGE 
www.inlandmortgage.com 

WATERFIELD  MORTGAGE 
www.netgrafx.com/waterfield 


COMMENTS 


Lots  of  easy-to-understand  information 
delivered  in  a  neighborly  fashion 

Besides  mortgages,  provides  advice  on 
renting  versus  buying,  how  much  prop- 
erty you  can  afford,  and  other  basics 

Good  data,  but  stilted  language  makes 
you  feel  like  you're  dealing  with  a  bank 

Great  graphical  interface  that  makes 
site  navigation  simple 

DATA:  BUSINESS  WEEK 


Other  Web  sites  are  for 
your  edification  only,  offer- 
ing basic  tutorials,  glossaries, 
and  links  to  more  regional 
sites.  One  strong  site,  R-Net: 
Real  Estate  and  the  Net 
(www.clark.net/pub/rothman/ 
re.htm#calculators),  will  give 
you  the  big  picture  on  buying 
and  selling  homes  as  well  as 
provide  tenific  links  to  other 
sites.  The  Mortgage  Mart 
(www.mortgagemait.com)  con- 
centrates moi'e  specifically  on 
financing  issues.  But  many 
sites  are  nothing  more  than 
uninformative  billboards  for 
individual  brokers. 
FOLKSY.  National  lenders  are 
fewer  in  number  but  tend  to 
boast  better  gi-aphics  and  are 
the  most  interactive.  Siupris- 
ingly,  some  are  downright 
folksy  in  the  way  they  com- 
mimicate  infonnation.  Nobody 
keeps  it  simpler  than  Consol- 
idated Mortgage  &  Financial 
Services  Corp. — they  call 
their  site  Mr.  Cash  (www. 
mrcash.com).  And  Watei-field 
Mortgage  lets  you  click  on  a 
pictm'e  of  a  loan  officer  for  a 
full-screen  blow-up. 

The  worst  sites  are  those 
that  want  information  about 
you  before  they  tell  you 
something  about  themselves. 
Like  real  life,  the  Internet 
has  its  share  of  shady  opera- 
tors, so  it's  best  to  deal  with 
recognizable  institutions. 
Which  brings  up  the  issue  of 
security.  Among  the  sites 
sampled.  Countrywide  was 
the  only  one  that  let  you 
choose  between  an  enciyjjted 
or  unencryi^ted  transmission. 
Companies  such  as  Inland 
say  they  will  incorporate  en- 
cryption software  on  their 
servers  in  the  future,  but 
just  how  secure  they  are 
fi'om  hackers  may  be  a  mat- 
ter of  faith. 

In  the  end,  you  may  be 
better  off  following  the  lead 
of  our  online  pioneer  from 
Oregon,  Hugh  Mclsaac.  To 
send  truly  confidential  infor- 
mation to  Inland's  loan  offi- 
cer, Mclsaac  used  a  fax 
machine.  Perhaps  he  remem- 
bered the  old  adage  that  pio- 
neers can  wind  up  with  ar- 
rows in  their  back — even  in 
cyberspace.     Frank  Vizard 


B 
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When  choosing  a  PC  for  your  company,  remember 


the    lesson    of    the    Titanic.    High   PC  management 


costs   aren't  just  bad  in  themselves;  they 


also  translate  into  lost  productivity.  Worse, 


they  suggest  a  PC  environment  barely 


HPVectraPCs  undcr  coutrol.   But  at  HP,  we  don't  just 

for  Business  fromS992^ 


make  Intel®  Pentium®  processor -  based  PCs  that  you  can 


manage.  We  make   PCs  that  help  you   manage.  Between 


our   hardware  and  software  features  such  as  TopTUOLS 


and  O  p  e  n  V  i  e  w ,  we  offer  a  host  of  n  o  n  -  ]:)  r  o  p  r  i  e  t  a  r  y ,  D  MI 


standards-based  management  solutions.  You  can  upgrade 


remotely,  monitor  every  PC  in  your  network,  troubles fioot 


problems  and,  in  general,  minimize  costs.  The  i  c  e  b  e  r 


will  still  be  out  there,   of  course.   But  it  won't  be  one 


you'll  founder  on.   w  iv  w .  Ii  p  .c  o  m  /go/  v  e  c  tr  a  c  o  m  m  e  r  c  i  a  I 


Better  products,  better  productivity. 


HEWLETT^ 
PACKARD 


To  dominate, 
you  must  first 
innouate. 


Premier  Internet 
and  Netujorking 
Education 

Our  General  Conference. 
Intranet  Conference, 
Engineer  Conference,  two- 
day  Tutorials  and  Application 
Workshops  all  add  up  to  ttie 
fastest,  most  cost-effective 
way  to  arm  your  best  people 
with  mission-critical  Internet 
and  networking  know-how 
This  IS  up-to-the-minute  infor- 
mation you  can  use  now  I 


Solutions  that  will  blow  the  doors  off  your  competition. 

Dominating  in  today's  global  marketplace  takes  more  than  just  guts  and  savvy.  It 
takes  cutting-edge  networks,  vital  intranets,  Web  solutions  and  more  to  grow 
sales  and  service  customers.  NetWorld+lnterop,  the  world's  largest,  most  com- 
prehensive Internet  and  networking  event,  will  show  you  how  to  deploy  the  most 
advanced  Internet  and  networking  technologies.  Learn  in  just  days  exactly  how  to 
plan,  build  and  manage  the  "killer"  high-speed  networks  and  powerful  new 
Internet  and  intranet  solutions  your  business  needs.  To  dominate,  you  must  first 
innovate.  So  make  sure  you  and  your  people  get  to  NetWorld-i-lnterop  this  May. 

NETWi^RLD+INTEROP  97 

UJhere  the  enterprise  meets  the  Internet. 

Ma^  5—3,  139?  -  Las  Uegas  Conuention  Center 

For  complete  event  details  visit  www.interop.com  today. 
Register  online  or  call  1-800-944-4629  or  1-415-372-7090. 


600+  Exhibit 
and  ]000i 
Ke^  Produjl 

This  IS  your  chant  e  to 
the  industry's  top  techr 

leaders,  test  drive  the 
products,  network  with 

than  50.000  of  the  bet 
brightest  pros  in  the  Inc. 

and  get  real-world  aril 

to  your  toughest  ques  j 
Compress  months  ofk 
into  just  hours,  c 
NetWorla+lnterop  Las  '< 

— H^ 


siness  Week  Index 


UCTION  INDEX 


from  iHSt  week  i)  J' 
ge  from  last  year.  b.2'^o 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

Mar.  22=122.2 
  1992=100   


July  No«  Mar 

1995  1996  1997 

dex  IS  a  4-week  moving  average 

luction  index  has  been  revised  back  to  January,  1992,  to  reflect  the 
irk  revision  to  the  Federal  Reserve's  index  ot  industrial  production, 
iponent  vi/eights,  and  nevy  seasonal  factors.  Historical  data  are 

from  Business  Week  or  at  Business  Week  Online  at 
(w. businessvyeek.com  or  on  America  Online  at  keyvyord   BW,  Look  for 
uction  index  on  the  current  issue's  Table  of  Contents. 

on  index  copyright  1997  by  The  McGraw-Hill  Companies 


ING  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

PRICES  (3/28)  S&P  SCO 

757.12 

784.10 

16.6 

ATE  BOND  YIELD,  Aaa  (3/28) 

7.63% 

7.61% 

3.2 

RIAL  MATERIALS  PRICES  (3/28) 

106.2 

107.6 

-3.3 

SS  FAILURES  (3/21) 

NA 

NA 

NA 

JTATE  LOANS  (3/19)  bilhons 

NA 

NA 

NA 

SUPPLY,  M2  (3/17)  billions 

$3,876.9  $3,875.3r 

4.3 

CLAIMS,  UNEMPLOYMENT  (3/22)  thous 

310 

314r 

-27.2 

:  Standard  &  Poor's.  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun 
eet  (failures  of  large  companies).  Federal  Reserve.  Labor  Dept 

BESTRATES 

L  FUNDS  (4/1) 

LATEST 
WEEK 

6.18% 

WEEK 
AGO 

5.57% 

YEAR 
AGO 

5.29% 

RCIAL  PAPER  (4/2)  3-month 

5.71 

5.70 

5.36 

ICATES  OF  DEPOSIT  (4/2)  3  month 

5.70 

5.66 

5.35 

MORTGAGE  (3/28)  30-year 

8.21 

8.09 

8.00 

FABLE  MORTGAGE  (3/28)  one-year 

6.02 

5.85 

5.77 

3/28) 

8.50  8.25-8.50 

8.25 

Federal  Reserve.  HSH  Associates.  Bloomberg  Financial  Markets 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

STEEL  (3/29)  thous.  of  net  tons 

2,149 

2,120# 

2.3 

AUTOS  (3/29)  units 

113,024 

127,334r# 

-7.8 

TRUCKS  (3/29)  units 

99,029 

131,172r# 

-23.2 

ELECTRIC  POWER  (3/29)  millions  of  l<ilowatt-hrs. 

55,950 

59,339# 

-1.2 

CRUDE-OIL  REFINING  (3/29)  thous.  of  bbl./day 

14,290 

14,079# 

1.8 

COAL  (3/22)  thous.  of  net  tons 

21,344# 

20,800 

-0.6 

LUMBER  (3/22)  millions  of  ft. 

509. 9# 

509.0 

10.6 

RAIL  FREIGHT  (3/22)  bilhons  of  ton-miles 

27. 9# 

27.4 

4.1 

Sources:  American  Iron  &  Steel  Institute.   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  WWPAi,  SFPA.^,  Association  of 
American  Railroads 


PRICES 


GOLD  (4/2)  $/troy  oz. 

LATEST 
WEEK 

351.050 

WEEK 
AGO 

346  050 

YEARLY 
%  CHG 

-11.0 

STEEL  SCRAP  (3/28)  #1  heavy,  $/ton 

136.50 

136.50 

-1.8 

COPPER  (3/28)  «/lb. 

119.8 

117.7 

-0.1 

ALUMINUM  (3/28)  e/ib 

79.3 

80.0 

1.8 

COTTON  (3/29)  strict  low  middling  1-1/16 

in.,  e/lb.  69.67 

70.63 

-15.2 

OIL  (4/1)  $/bbl 

19.95 

20.77 

-11.1 

CRB  FOODSTUFFS  (4/1)  i967=ioo 

245.32 

245,28 

4.0 

CRB  RAW  INDUSTRIALS  (4/i)  1967^100 

337.92 

339.19 

2.2 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metali 
market,  NYMEX,  Commodity  Research  Bureau 

Week,  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (4/2) 

LATEST 
WEEK 

122.72 

WEEK 
AGO 

124  23 

YEAR 
AGO 

106.98 

GERMAN  MARK  (4/2) 

1.67 

1.69 

1.48 

BRITISH  POUND  (4/2) 

1.64 

1.63 

1.53 

FRENCH  FRANC  (4/2) 

5.63 

5.70 

5-04 

ITALIAN  LIRA  (4/2) 

1659.0 

1685.5 

1551.7 

CANADIAN  DOLLAR  (4/2) 

1.39 

1.37 

1.35 

MEXICAN  PESO  (4/2) 

7.939 

7.893 

7.525 

TRADE-WEIGHTED  DOLLAR  INDEX  (4/2) 

104.6 

105.1 

96.68 

Sources:  Major  Nevi/  York  banks.  Currencies 
except  for  British  pound  in  dollars.  Trade-wei 

expressed  in  units 
ghted  dollar  via  J  P 

per  U  S.  dollar, 
Morgan 

ita  in  the  production  indicators  are  seasonally  ad|usted  in  computing  the  BW  mdex  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
It    l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn  3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


LMENT  CREDIT 

,  Apr.  7,  3  p.m.EDT>  Consumers 
ided  $7  billion  m  credit  in  Febru- 
ording  to  the  median  forecast  of 
ists  surveyed  by  mms  International, 
"he  McGraw-Hill  Companies.  After 
^g  slowed  in  late  1996,  credit  use 
need  back.  In  January,  credit 
;d  by  $8.4  billion.  Revolving  debt 
i/hich  includes  credit  cards,  surged 
I  billion,  rising  at  its  fastest  pace  in 
an  a  year.  The  advance  reflects  the 
1  in  consumer  spending. 

LOYMENT  CLAIMS 

jy,  Apr.  10,  8:30  a.m. EOT  ^  New 
for  state  unemployment  benefits 


probably  stood  at  320,000  for  the  week 
ended  Apr.  5.  Jobless  claims  have  dropped 
sharply  since  the  end  of  1996,  evidence  of 
the  greater  availability  of  jobs.  In  the  mid- 
dle of  March,  the  four-week  moving  average 
stood  at  311,000,  the  lowest  reading  in 
this  expansion. 

PRODUCER  PRICE  INDEX 

Friday,  Apr.  11,  8:30  a.m.Eor  ►  The  mms 
median  forecast  expects  that  producer 
prices  of  finished  goods  were  unchanged  in 
March.  If  so,  it  is  just  another  sign  that 
wholesale  inflation  is  nonexistent:  The  ppi 
dropped  0.3%  in  January  and  0.4%  in  Feb- 
ruary. Falling  food  and  energy  prices  con- 
tributed to  the  declines.  Excluding  food 


and  energy,  core  prices  probably  edged  up 
just  0.1%  in  March,  after  slipping  by  0.1% 
in  February. 

RETAIL  SALES 

Friday,  Apr.  11,  8:30  a.m. edt  >■  Retail 
sales  likely  rose  a  healthy  0.5%  in  March. 
That  would  follow  sales  jumps  of  1.5%  m 
January  and  0.8%  in  February.  Given  the 
retailing  data,  real  consumer  spending 
probably  grew  at  an  annual  rate  of  close  to 
5%  in  the  first  quarter.  The  March  gain  is 
suggested  by  increases  in  the  BTM/Schroders 
chain-store  sales  index  and  the  weekly  sur- 
vey done  by  ur  Redbook  Research.  In  addi- 
tion, an  early  Easter  probably  pulled  appar- 
el sales  forward  from  April  into  March. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 


<--■ 


Sunday 

Time  to  sell  stocks?  Bill 
Wolman,  BW  chief  economist 
(and  CNBC  commentator) 
takes  your  questions  on  the 
market  and  whether  the  bull 
has  run  its  course.  Apr.  6 
9  p.m.  EDT  in  the  Globe 

Monday 

Another  in  the  series  of 
weekly  BW  Enterprise 
chats— like  the  BW 
Enterprise  edition,  full  of 
helpful  information  for  small 
business  and  entrepreneurs. 
Apr.  7 

8  p.m.  EOT  in  tlie 

BW  Enterprise  Chat  Room 

Thursday 

American  MBA  students  tell 
what  It's  like  to  participate 
in  exchange  programs  in 
Europe.  Apr.  10 
8  p.m.  EDT  in  the 
BW  Online  Chat  Room 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  eact)  event. 

A 

including  50  free  hours  on  '^^  "''-'^  ^ 

AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A  M  E  KAQ  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
ComDanies  listed  only  in  tables  aie  not  included. . 


ABC  6,51 

ACE  Hacdware  46 

A  Clean  Well-Lighted  Place  92 

AdOne  Classified  Network  95 

Advance  Publications  92 

Agip  61 

Air  Studios  54 

Allen  84 

Amazon  com  37, 92 
Amdahl  (AMH)  34 
American  Finance  &  Investment  1 1 1 
American  Mobile  Satellite  (SKYC)  51 
America  Online  (AOL)  34,44,51,92, 
95 

Amerindo  Investment  Advisors  86 
Ameritech  (AIT)  8 
Amoco  (AN)  61 

Apple  Computer  (AAPL)  51,86 
Applied  Materials  (AMAT)  86 
Ascend  Communications  (ASND)  86 
Asset  Management  Technologies  80 
Astra  USA  14 
AST  Research  (AST)  58 
mm  6,34 
Autobylnternet  37 
Auto-By-Tel  37 
Autoland  of  New  Jersey  37 
AutoVantage  37 
Aviation  Data  Service  76 

B 


CunardLine  108 


Baan  (BAANF)  86 
Baker  &  Botts  38 
Bankers  Trust  (BT)  40 
Barclays  Trading  88 
Barnes  &  Noble  86.  92. 95 
Barrick  Gold  (ABX)  38 
Beying  Founder  Electronics  58 
Bell  Atlantic  (BEL)  100 
Bell  Canada  40 
Blackstone  Group  84 
BMW  64 
Boeing  (BA)  64 
Bombardier  64, 76 
Bonnel  Growth  34 
Books-A-Million  92 
Borders  Group  92 
Bozell  Woddwide  6 
Bre-X  Minerals  38 
British  Aerospace  64 
Broadcom  100 
Buffets  (BOCB)  34 


Dassault  Aviation  64 
Davis  Real  Estate  Fund  110 
Dean  Foods  (OF)  42 
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A  POLITICAL  FOOTBALL  CALLED  TRADE 


an  this  Congi-ess  be  tiiisted  even  with  trade  poUcy?  The 
poisonous  paitisanship  and  Presidential  political  jockeying 
that  have  so  far  marked  the  105th  are  swiftly  making  a 
mockery  of  any  "national"  trade  policy  that  might  focus  on  the 
country's  best  overall  interests.  Along  with  balancing  the 
budget,  entitlement  reform,  campaign  finance  reform,  and 
eveiy  other  important  piece  of  the  nation's  business,  trade  pol- 
icy is  being  held  hostage  to  the  egotistical  whims  and  power 
plays  of  legislators.  It  is  a  sickening  display. 

On  the  Democratic  side,  there  is  Richard  A.  Gephardt 
(D-Mo.),  running  hard  for  President  in  2000  by  pandering  to 
free-trade  bashers.  Gephardt  is  risking  a  new  cold  wai'  by  op- 
posing the  renewal  of  China's  most-favored-nation  status, 
which  comes  to  a  vote  in  July.  He  also  favors  a  congi'ession- 
al  oversight  (read  veto)  over  China's  entry  into  the  World 
Trade  Organization.  Long  a  foe  of  nafta,  Gephardt  opposes 
giving  the  President  "fast-track"  authority  to  expand  it  to  in- 
clude Chile  and  other  South  American  countries.  President 
Clinton,  a  tried-and-tioie  fi-ee-ti'adei'  in  his  first  term,  is  edg- 
ing closer  to  Gephardt's  populist  protectionism,  seeking  sanc- 
tuary from  the  Republican  pouncHng  on  Donorgate.  Ditto 
for  Vice-President  Al  Gore. 

From  the  RepubUcans,  the  shift  toward  both  protectionism 
and  a  cold  war  viith  China  is  palpable.  A  wholesale  retreat  on 

MFN  is  under  way,  vrith  the  Religious  Right  joining  trad( 
tectionists  and  geopolitical  alaiTnists  in  opposing  renev 
entry  of  China  into  the  wro.  Allegations,  yet  to  be  pr 
that  China  attempted  to  influence  the  1996  elections,  pla 
the  GOP's  strategy  of  smashing  the  Clinton  Administrati 
the  rock  of  Donorgate  (while  congressional  Republicar 
conduct  goes  unexamined).  As  for  extending  nafta  vi 
fast  track,  it  is  the  last  thing  many  consei-vatives  want 

Do  any  of  these  pohticians  actually  understand  the  c: 
role  global  trade  and  investment  have  played  in  the  ec( 
ic  expansion  of  the  past  six  years?  Do  they  comprehenc 
exports  have  generated  gi'ovrth  and  better-paying  jobs, 
daily  in  high  technology,  while  imports  have  kept  inflati 
credibly  low?  Do  they  realize  that  impatient  Chile  hi 
ready  joined  with  Brazil  and  Argentina  in  a  new  free- 
gi'ouping,  Mercosm;  that  is  rivahng  nafta?  And  do  th( 
alize  the  historic  implications  of  injecting  partisan  pettines 
foreign  policy,  threatening  relations  with  China?  If  they 
doesn't  seem  to  matter  to  them.  The  trade  deficit,  totaUni 
bilUon  over  the  past  12  months,  is  the  widest  on  record! 

In  Washington,  life  revolves  aroimd  the  never-endingl 
tion,  the  nonstop  raising  of  campaign  fimds,  the  ceail 
poUtics  of  positioning  and  place.  This  is  not  the  way  to  1 
nation  into  the  21st  century.  It's  not  the  way  to  lead,  p 

SMART  COMPANIES  ARE  EYEING  JAPAN 

1    ver  since  Japan's  economic  bubble  burst  in  1990,  it  has 
J_J  become  almost  fashionable  for  Western  companies  to 
bypass  the  country.  Mesmerized  by  faster  growth  and  easier 
access,  they  have  shifted  their  focus  to  China,  Thailand,  and 
other  Asian  countries.  This  shortsighted  view  may  now  be 
changing,  if  ever  so  slightly.  The  past  year  has  shown  a 
spurt  in  foreign  direct  investment  into  Japan.  Could  it  be  that 
some  smart  U.  S.  companies,  smelling  competitive  advan- 
tage, are  bucking  a  trend  to  their  own  benefit?  We  think  so. 

Without  much  fanfare,  a  vdndow  of  investment  opportuni- 
ty is  making  Japan  one  of  the  most  attractive  markets  in 
Asia.  With  depressed  asset  piices,  rents  lower  than  Hong 
Kong's,  a  yen  cheaper  by  half  compared  with  two  yeai's  ago, 
and  a  rebounding  economy,  Japan  has  quietly  begun  to  look 
good  again.  Japanese  consumers  (with  per  capita  purchasing 
power  80  times  that  of  theii-  Chinese  counteipaits)  ai-e  hooked 
on  discount  products  from  overseas.  Downsizing  companies 
are  shedding  both  high-quality  employees  who  are  willing  to 
work  for  foreign  companies  and  high-quality  subsidiaries  now 
available  for  purchase  by  American,  European,  or  other 
Asian  companies.  Small  software  fij-ms  are  selling  out  to 
those  in  Silicon  Valley,  while  others  are  doing  joint  ventures 
again  (page  56). 

For  the  big  multinationals  there  remain  classic  arguments 

to  invest  in  Japan.  By  competing  seriously  there,  they 
strong  Japanese  rivals  a  sanctuary  mai'ket  to  amass  pro 
buy  market  share  in  the  global  marketplace.  Being 
also  allows  a  company  to  scope  out  competitors'  plan 
products.  And  winning  notoriously  finicky  Japanese 
sumers  vrith  superior  design,  quality,  and  service  can  be 
nificant  key  to  success  elsewhere. 

Despite  all  the  talk  of  Greater  China,  Japan  today 
world's  second-largest  economy  and  will  remain  s! 
decades.  The  Japanese  economy  is  also  one  where  saij 
and  patience  can  often  lead  to  serious  profits.  With  mi 
the  investment  flowing  into  China  tm-ning  out  to  be  pro 
to  date,  this  is  a  major  attraction  for  investors.  Diffic 
Japan  may  be  to  crack,  the  payout  can  be  considerabk 
a  for-eign  company  gains  its  niche. 

Without  question,  Japan  has  a  long  way  to  go  befor 
as  open  to  foreign  investment  as  Eur'ope  and  the  U 
must  further  deregulate  the  economy,  ease  tax  and  lar 
policies,  and  learn  to  treat  foreign  companies  simply  as 
petitor's,  not  str-angers  outside  the  family.  Rupert  Muri 
recent  drubbing  at  the  hands  of  the  clannish  Japanese  1 
cast  community  is  a  case  in  point.  Yet  there  is  no  de  ^ 
that  Japan's  attractiveness  vis-a-vis  the  rest  of  Asia  hi 
proved.  Br'avo  to  those  companies  who  discover  it  firsi 

118  BUSINESS  WEEK  /  APRIL  14,  1997 

{)  K  1.  I) 


li  II  S  I  N  F.  S  S 


CLASS 


Imagine  the  perfect  space 
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Architecture  is  like  cdlligrapliy. 
The  power  isn't  in  tlie  structure, 
it's  in  the  space  arouni,!  it. 

Wliich  is  why  I  appreciate  the 
space  in  'World  Business  Class'". 
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has  a  very  simple  .md  direct 
relationship  to  the  human  body. 

It  teels  like  it's  spreading 
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Class  1  sleep  very  well. 

Architects  earn  a  li\'ing  by 
sitting  in  sm.ill  ch.iiis  10  hours  ,u 
a  time.  So  compaied  to  working, 
flying  has  become  w  ple.isure! 
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Executive  Pay 

OUT  OF  CONTROL 

y  relying  heavily  on  stock  options, 
lany  companies  make  exorbitant 
ayouts  for  so-so  performances,  dilute 
eal  shareholder  return,  and  glorify 
EOs  at  the  expense  of  other  employees, 
he  bottom  line:  Don't  confuse  a  bull 
larket  with  managerial  genius. 
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COMPAa 


RE  Comes  A  Point  When  Every  Company  Has  To  Look 
Itself  In  The  Mirror  And  Say  One  Word:  Server. 


Cs  linked  together  no  longer  provide  the  resources  you  need  to  run  your  business.  Which  is  why  we're  introducing  the 
iq  ProSignia  200.  It  creates  a  robust  computing  environment  that  enables  you  to  share  information  and  resources  over  a 
•k.  Even  as  you  connect  more  and  more  people  together — e-mail,  access  to  files  and  printing  take  mere  seconds,  making 


nployees  more  productive.  And  your  business  more  competitive. 


low  much  would  you  spend  to  have  this?  How  about  the  price  of  a  desktop?  The  ProSignia  200  is  the  first  true  server 
:d  tor  your  growing  business.  It  has  superior  price: performance,  industry-leading  manageability  and  proven  integration. 


Managing  the  ProSignia  200  doesn't  demand  a  lot  of  time  or  people.  With  SmartStart  and  Insight  Manager,  configuration 


inagement  are  easy  and  always  under  control.  And  Compaq  offers  the  most  extensive  Pre-Failure 


nty,  one  which  reduces  downtime  by  replacing  key  components  when  pertormance 


levels  dip.  IT"" 


-7  I 


)re  information  on  the  ProSignia  200,  call  your  local  Compaq  Authorized  Reseller  or  visit  us  at 


Is 


:ompaq.com.  The  ProSignia  200.  The  server  for  successful  companies  in  their  formative  years. 

The  ProSignia  200 


_  ©1997  Compaq  Computer  Corporation.  All  rights  reserved.  Compaq  registered  U.S.  Patent  and  Trademark  Office  PruSignia  200,  SmartStart.  Insight  Manager  and  Pre  Failure  Warranty  are  trademarks 

■  lU  HW         '^"^  registcrt-d  trademarks  t>l  Compaq  Computer  Corporation.  The  Intel  Inside  Logo  and  Pentium  are  registerctl  trademark>  and  the  Pentium  Protessor  Logo  i>.  a  trademark  nt  Intel  Corporation. 
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Up  Front 


EDITED  BY  LARRY  LIGHT 
UNREAL  ESTATE 

XANADU  MAY  GET 
XANADUMPED 

WHAT  UO  YOU  DO  WHEN  YOUR 

Xanadu  just  won't  do  any- 
more? If  you're  Henry 
Kravis,  you  caO  Sotheby's  and 
try  to  unload  the 
dream  house  you 
had  in  a  previous 
life  with  a  previous 
wife.  In  1992,  when 
he  was  married  to 
designer  Carolyne 
Roehm,  the  financier  built  lus 
eight-bedroom  Palladian-style 
mansion  on  the  Dominican 
Republic's  southern  coast. 
Called  Westerly,  the  estate 
also  has  a  six-cai"  garage,  two 
seaside  dining  gazebos,  a 
pool,  and  tennis  courts. 

Ti'ouble  is,  Kravis  doesn't 
much  use  this  palace.  Friends 
say  he  goes  there  occasional- 
ly in  the  winter  to  play  golf. 
But  he  is  tired  of  the  tropical 
chmate  and  the  place's  Gats- 
byesque  grandeui'.  One  fiiend 
calls  it  "gaudy,  totally  unlike 
Hem-y."  Another  says  Ki-avis 
and  his  new  wife,  economist 
Marie  Josee  Drouin,  prefer 
the  rustic  charms  of  their 
4,500-acre  Colorado  ranch. 

Westerly  may  not  bring  a 
good  retui-n  for  Ki-avis,  who 
declines  to  comment.  Friends 
say  that  he  paid  about  $20 


million  to  build  it.  It's  on  the 
market  for  $22  million.  The 
northern  coast  is  a  hotter 
spot  for  the  rich  set,  and 
Westerly's  size  makes  the 
place  tough  to  move.  Luxury 
homes  in  his  neighborhood, 
Casa  de  Campo,  go  for  a 
mere  $3  million  or  so. 
Christie's  international  prop- 
erty sales  chief,  Peter  Kempf, 
predicts  Westerly  will  take 
two  or  tlu'ee  years  to  sell.  □ 


TALK  SHOW  UHe's  got  a  little  charm  offensive  under  vy 
with  the  Far  Right.  We  understand  that.'' 

— Clinton  spokesman  Mike  McCurry,  on  House  Speaker  Newt 
Gingrich,  who  hurt  hifnselfby  suggesting  a  tax-cut  delay 


NEW  WORLD  ORDER 


WE  WILL  GYBER-BURY  YOU 


RUSSIAS  MILITARY  LOOKS  LIKE 

an  empty  shell,  unable  even 
to  defeat  a  ragtag  militia  in 
Chechnya.  Strapped  for  cash, 
Russia  is  having  trouble  pay- 
ing and  feeding  its  1.7  mil- 
lion troops.  However,  behind 
the  scenes,  Russia's  military 
leaders  are  shaping  a  strate- 
gy that  one  day  could  pose  a 
threat  to  the  West: 
focusing  its  limited 
resources  on  r&d 
for  "information 
warfare." 

Western  ana- 
lysts say  that 
Russia  is  anteing 
up  for  new  gener- 
ations of  smart  sen 
sors  and  precision 
weapons.  And  it  is  work- 
ing on  viruses  and  other 
high-tech  wreckers  that  can 
attack  an  adversary's  civilian 
computers  running  every- 
thing from  the  financial  sys- 


tem to  telephones  to 
grids.  Even  as  it  cuts  o 
on  conventional  force!  pftl 
Russian  Parliament  re- 
doubled  defense  r&d 
priations,  to  $2  biUion.  t^AN 

Moscow's  stepped-uij 
program  is  a  backh;" 
compliment  to  Ame 
state-of-the-art  military 
niilogy  that  perfonr 
well  in  the  Pc 
Gulf  war  aj 
Iraq's  S 
made  weapc 
the  amount; 
flowing  intc 
tary  res 
turn  into 
once  Russia's 
omy  bounces 
the  U.  S.  may  have 
ally  pay  attention  to  it 
mer  cold  war  foe.  For 
though,  the  White 
says  it  doesn't  view  B 
as  an  adversary.  Stan 


i-WAY  PATROL 

ANEW  NABOB  OF 
NAMES  ON  THE  NET 

DOT  WHAT?  LOOK  FOR  A  SPATE 
of  new  suffixes  for  Web  do- 
main names.  Right  now,  ham- 
burger lovers  can  access 
www.mcdonalds.com.  The 
most  prominent  of  the  1.2 


million  existing  names  are 
".com"  for  commercial,  ".edu" 
for  educational  institutions, 
and  ".gov"  for  government 
bodies.  Later  this  year,  the 
list  will  expand  to  include 
seven  new  names,  including 
".store"  for  retailers  and 
".nom"  for  individuals. 

Significantly,  these  new 
names  will  be  assigned  by 


THE  LIST  PUBLIC  IMAGE 


WHO  DOES  THE  BEST  JOB  SERVING  THE  CONSUMER? 

Health  is  a  top  concern  among  consumers  when  asked  to  rank  who  does  a  good  job 
for  them.  While  83%  of  the  respondents  feel  that  way  about  doctors,  the  public 
takes  a  dim  view  of  the  large  organizations  overseeing  the  medical  system:  health 
insurance  and  managed-care  outfits,  which  critics  say  sometimes  block  necessary 
care.  No  surprise  that  tobacco,  under  increasing  attack  as  a  deadly  influence,  gets 
the  lowest  marks. 


TOP  THREE 

BOnOM  THREE 

MEDICAL  DOCTORS 

83% 

HEALTH  INSURERS 

55% 

TELEPHONE  COMPANIES 

80 

MANAGED-CARE  COMPANIES 

51 

COMPUTER  COMPANIES 

80 

TOBACCO  COMPANIES 

34 

From  a  telephone  poll  of  1,005  adults 

DATA;  LOUIS  HARRIS  f 

.  ASSOCIATES  INC. 

lerru 


iise, 


someone  other  than  Net 
Solutions  Inc.,  up  unti] 
the  sole  U.S.  gatekeej 
Web  addresses.  Disgn 
ment  over  how 
Nsi  parcels  out 
names  has  led 
Digital  Equip- 
ment, uuNet,  the 
International 
Telecommunica- 
tions Union,  and 
other  high-tech 
outfits  to  set  up 
their  own  coali- 
tion to  settle  dis- 
putes, especially 
among  trade-  , 
marked  brands.  The  ^ 
members  will  individ- 
ually 0.  K.  new  names 

NSI  has  let  people  re!| 
numerous  well-known  h; 
such  as  McDonald's,  fc 
companies  to  buy  the  rij 
the  names.  But  NSi  si 
still  has  many  supporter 
that  it,  too,  is  workir| 
adding  more  names  f o  C 
bemauts.  Paul 
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'LAN  For  Income  Today  And 
Growth  For  Tomorrow 

■ 

Many  people  think  of  investments 
5  either  income-oriented  or  growth- 
riented.  Frankhn  Income  Fund  is 
esigned  to  provide  you  with  both, 
he  fund  has  paid  dividends  without 
iterruption  for  the  past  48  years.  Of 
ourse,  past  performance  does  not  guar- 
ntee  future  resuhs. 

With  its  diversified  portfoho  of  stocks 
nd  bonds,  the  Frankhn  Income  Fund 
seks  to  provide  you  with: 

High  Current  Income^ 

Long-Term  Growth 

Professional  Management 
I  Mail  in  the  postage-paid  card  or  call 
ranklin  today  for  a  free  brochure. 


-ligh  yields  reflect  ihe  higher  credit  risks  associated  with  certain 
iwer-raled  securities  in  the  fund's  portfolio  and,  in  some  cases,  the 
wer  market  prices  for  these  instruments, 
ranklin  Templeton  Distributors,  Inc. 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  tlie 

Franklin  Income  Fund,  mcluding  sales  cfiarges  and  expenses.  I  will  read  it  carefully 

before  I  invest  or  send  money. 

n  I  am  currently  a  Franklin  sliarefiolder 

Name 

Address 
City/State/Zip 


Daytime  Phone 


F  K  k  NJ  K  I I  I  NJ 


777  Mariners  Island  Boulevard 

  San  Mateo,  CA  94404-1  585 

A  Member  of  the  Franklin  Templeton  Group,  Serving  Investors  for  Over  50  Years 
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PRODUCT  PEEK 


THE  NEW  BATS  OF  SUMMER 


SOFTBALL  SEASON  THIS  YEAR 

will  bring  a  slew  of  hyped 
"high-tech"  bats.  Makers  each 
claim  their  metal  products, 
ranging  in 
price  from 
$109  to  $250, 
swing  better  and  hit  farther 
than  ordinary  sticks. 

Consider  the  Fusion  bat,  a 
composite  of  aluminum  and 
graphite  from  sporting-goods 
maker  Dudley,  a  unit  of 
Spalding.  Lighter  than  con- 
ventional Softball  bats  of  the 
same  size,  this  beer-league 
slugger's  dream  has  a  faster 
swing  that  sent  63%  of  the 
balls  in  a  test  trial  over  the 
fence  300  feet  away,  Dudley 
says.  It  helps  that  the  test 
batter  was  a  former  Major 
Leaguer,  Marvell  Wynne  of 
the  Pittsburgh  Pirates. 

Then  there's  Easton 
Sports'  new  bat,  the  szi-c 
Redline  Carbon  Core,  made 


from  a  rare 
material  used 
in  Soviet  MiG 
fighter  jets 


and  missiles. 
Worth  Inc.  is 
pushing  a  new  line  of  Cryo- 
genic bats,  which  are  first 
heated,  then  chilled  to  tem- 
peratures as  low  as  -31  OF. 

Ai'e  these  sales  pitches,  all 
made  by  major  batmakers, 
credible?  Gary  Wallick,  west- 
ern regional  president  of  the 
U.  S.  Slo-Pitch  Softball  Assn., 
says  claims  of  extra  distance 
are  as  old  as  the  game — and 
hard  to  prove.  But  the  main 
factor,  Wallick  says,  will  al- 
ways be  "who's  doing  the 
swinging."      Mark  Hijman 


BUSINESS  SPEAK 

A  FUND  BY  ANY 
OTHER  NAME... 

LOTS     OF     INVESTORS  ARE 

faithful  to  Fidelity.  Some  are 
in  the  forefront  with  Van- 
guard. Now,  many  other  mu- 
tual-fund families  want  simi- 
larly memorable  brand 
names.  So  they're  creating 
new  monikers.  In  1996,  45 

MUTABLE  MONIKERS 


Seven  Seas  Funds 

SSgA  Funds 

Prairie  Funds 
Woodward  Funds 

Pegasus  Funds* 

Twentieth  Century 
The  Benham  Group 

American  Century* 

DATA  COMPANY  REPORTS 

'Merged  funds 

and  National  Bank  of  Detroit 
merged,  executives  figured 
their  funds'  names  (Prairie 
and  Woodward)  were  too  un- 
exciting and  redubbed  them 
Pegasus,  after  the  mytholog- 
ical winged  horse — to  denote 
both  strength  and  the  ability 
to  soar.  The  Twentieth  Cen- 
tury and  Benham  families, 
keeping  a  vestige  of  the  old 
names  to  avoid  confusion, 
emerged  as  American  Centu- 
ry. After  all,  this  centu- 
ry is  ending. 

How  do  these  new 
names  stack  up?  Still 
too  bland,  says  Ken 
Roberts,  head  of  corpo- 
I'ate-image  consultant 
Lippincott  &  Margulies. 
Reason:  Financial-ser- 


fund  families  changed  names. 
This  year,  thus  far,  10  have 
switched. 

Mergers  are  giving  many 
fund  providers  the  chance  to 
change.  When  First  Chicago 


seek  to  pi'oject  stability, 
he  says.  Of  course, 
some  fLmds  don't  even  try  to 
be  catchy.  State  Street  Glob- 
al Advisors  wanted  a  name 
closer  to  its  own.  That's  why 
Seven  Seas  funds  recently 
became  SSgA.  Lisa  Sanders 


SECOND  CHANCES 


BEATING  SWORDS 
INTO  CRUISE  SHIPS 

IS  CROATIA  ABOUT  TO  BECOME 

a  vacation  hot  spot?  The  war 
with  the  Serbs  ended  in  1995, 
so  the  small  nation  is  trying 
to  bring  back  the  tourists 
who  once  provided  10%  of  its 
income.  Renowned  for  its 
beaches  and  medieval  cities, 
Croatia  has  repaired  shell- 
damaged  roads  and  buildings. 
The  Rebuild  Dubrovnik 
Fund,  partly  run  by  the 
American  Society  of  Travel 
Agents,  has  raised  money  to 
replace  the  city's  famous  ter- 
ra-cotta  roofs. 

Croatia  has  spent  $167  mil- 
lion to  dress  up  and  promote 
tourist  facilities.  Officials  are 
in  talks  to  enlist  Czech-bom 
Ivana  Ti'ump  and  her  hus- 
band, wealthy  Italian  busi- 
nessman Richard  Mazzuchiel- 


li,  in  the  publicity  campi 
To  date,  tourism  hal 
bounded  to  60%  of  thel 
war  level  of  7  million  vil 
yearly.  The  recently  fo| 
Croatiaii  Cinise  Lines  ha 
out  all  14  trips  for  19971 
upscale  Cunard  cruise| 
plans  to  return  in  1998. 
big  U.S.  tour  agencies 


CROATIA:  New  roofs,  nq 

fering  Croatia  packages] 
Americans  ai-en't  shying  I 
Says  Croatia  touiism  spj 
man  Marko  Podkubol 
"They  forget  veiy  easiljl 
terday's  story."  Ruth  Ca 


THE  BIG  PICTURE 


MORE  PEOPLE  PLEDGE  ALLEGIANCE 

There's  a  boom  in  new  citizens.  One  motivating 
factor;  new  federal  rules  barring  welfare  and  other , 
benefits  to  noncitizens.  Plus,  starting  in  1988, 
green-card  workers  could  qualify  for  citizenship 
after  working  in  the  U.S.  for  seven  years. 


L-J  \  \  I  I  U 


DATA  IMMIGRATION  &  NATURALIZATION  Sf 


FOOTNOTES  The  share  of  bank  lending  that  is  consumer  loans,  in  1996:  45%;  in  1986:  33% 
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Introducing 

CFO  Vision 


THE  POWER  TO 

FIGURE  IT  OUT. 


CISIONS  ARE  TOUGHER. 


E  IS  CRITICAL. 


SOURCES  ARE  LEANER. 

DTHE  BUCK  STOPS  WITH  YOU. 


YPE  JUST  WONT  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively. . .and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency. 

Powerful,  award-winning  data  warehousing, 
OLAP,  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide... including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 

at  bw@sas.sas.com 


919.677.8200    Fax  919.677  4444  wvi/w.sas.com/vision/ 


SAS  IS  a  registered  trademark,  and  CFO  Vision  a  trademark, 
of  SAS  Institute  Inc  Copyright©  1996  by  SAS  Institute  Inc 


When  will  your  office 
extension  finally  live  up 
to  its  name? 


Ericsson's  GSM  wireless  network 
makes  this  possible  today. 


When  you  let  a  GSM  operator  set  up  your  own  Virtual  Private  Network  lor  voice 
and  data,  everyone  in  your  office  can  have  a  mobile  phone.  And  by  simply  dialing 
their  extension  number,  you  can  reach  anyone  in  your  company  -  no  matter 
where  they  are.  In  addition  to  having  access  to  people,  you  will  also  have  access 
to  data  services  on  the  Internet  and  your  own  Intranet.  It's  like  taking  your  olhce 
with  you  when  you  leave  the  office. 

And  since  your  Virtual  Private  Network  is  connected  via  your  operator's 
network  to  GSM  networks  worldwide,  you  can  enjoy  these  benefits  just  about 
anywhere.  In  fact,  you  can  roam  in  more  than  125  networks  in  more  than  70 
countries. 

Virtual  Private  Networks  can  dramatically  increase  productivity  without 
substantially  increasing  costs.  For  more  information  about  how  GSM's  Virtual 
Private  Networks  can  extend  your  office,  call  1-800-431-2345,  or  visit  our 
website  at  www.ericsson.com. 

The  Mobile  Business  Advantage 


ERICSSON  ^ 


MPETING 


^  I    ^%  13  Jt 


Business  Takes  Charge 


Tune  into  this  Nightly  Business  Report  seJ 
from  the  Business  Week  Presidents  For| 


Featunng  interviews  f 

W.  Wayne  I 

Chairman  ii 
Phillips  Petroleum 

John  T.  Chaii 

President  (km\ 
Cisco  Systeml 

Jeffrey  E. 

Yale  School  of  ManagI 

Stephen  S.  I 

Ma?iaging  Dt^ 
Morgan  Stanley  &  Co.  Incorp 


On  your  pi  | 
television  stP* 
April  15, 16  anc 


NIGHTL 
BUSINES 


Television's  #1  Daily  Business  News  Pr^rSi 


Nightly  Business  Report  is  produced  by  WPB' 
Nationally  underwritten  by  Digital  Equipment  Cc 

A.G. 

The  Franklin  Temple 
and  public  television  stations  ni 
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Bring  Together 
Enough 
Hands  And 
You  Can  Bridge 
The  Pacific. 


^1 1  wars,  [he  pc-oplf  of  Northwe.st  Airline.s  have  \V()i"ked  hand 


— ■  in  hand  witli  the  people  of  Asia  to  i">ring  two  distant  worlds 
'  together.  Otir  network  to  Asia  includes  World  Business  Class/" 

V,"/i'i  ',l      with  more  comfort  to  more  of  the  world  than  aiiv  other  airline 


@ NORTHWEST 
AIRLINES 


I*800'447'4747 
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Readers  Report 


THE  NEW  BUSINESS  CYCLE 
COMES  ROUND  AGAIN  

Your  article  provides  valuable  infor- 
mation about  the  significant  role  that 
technology  plays  in  the  business  cycle 
today  ("The  new  business  cycle,"  Cover 
Story,  Mar.  31).  But  the  analysis  of  the 
dangers  of  technology  seems  to  be  a 
bit  lacking.  To  the  extent  that  infor- 
mation technology  increases  corpora- 
tions' productivity  and  competitiveness, 
the  companies  that  choose  not  to  in- 
vest during  a  downturn  would  be  vul- 
nerable to  companies  with  strong  capi- 
tal positions  that  did  choose  to  invest  in 
information  technology.  Thus,  even  in 
down  times,  companies  will  be  pres- 
sured to  maintain  their  technological 
investment — or  risk  losing  market  share 
to  competitors  who  do. 

Lendell  Porterfield 
Alexandria,  Va. 

The  article  certainly  was  thought-pro- 
voking and  could  become  reality.  On  the 
other  hand,  comparting  infomiation  tech- 
nology to  the  raih'oads  is  something  of  a 
stretch.  For  the  railroads,  the  time  to 
market  and  the  heavy  capital  outlays 
were  much  different  ft"om  the  short  cy- 
cle-response time  of  the  present  tech- 
nology sector.  Also,  technology's  rich- 
ness comes  more  fr'om  the  delivery  of 
"soft"  goods  rather  than  hard  goods. 

InfoiTnation  technology  leverages  hu- 
man capital  by  expanding  creativity  and 
facilitating  the  sharing  of  knowledge. 
Witness  the  explosion  which  no  one 
even  dreamed  of  four  years  ago!  The 
global  business  environment  has  hardly 
been  touched  by  the  ftill  impact  of  tech- 
nology. Even  in  deteriorating  economic 
times,  business  will  continue  to  use  tech- 
nology to  lift  productivity  and  compete 
globally. 

Dudley  P.  Cooke 
President 
Executive  Insight  Group 
Bryn  Mawr,  Pa. 

Your  article  states  that  the  cyclical 
behavior  of  high  technology  may  affect 
business  investments.  High  technology 


serves  a  variety  of  growth  businesses — 
from  computers,  networks,  communica- 
tions, software,  and  electronics  to  au- 
tomotive, industrial,  medical,  defense, 
and  appliances.  High  technology  has  an 
impact  on  every  segment  of  the  gi'oss 
national  product — fi'om  consumer's,  busi- 
ness, and  government  to  inventories  and 
exports. 

American  companies  dominate  many 
markets  inter-nationally,  including  com- 
puters, software,  networking,  commu- 
nications, and  pr-ocessor's.  Increasingly, 
these  high-tech  businesses  are  depen- 
dent on  upgr-ades,  maintenance,  and  ser- 
vice of  mission-critical  systems,  not  on 
new  product  sales.  This  diversity  re- 
duces cyclicality. 


BusinessWeek 
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DOG  EAT  DOG 

"Even  in  down  times, 
companies  will  be 
pressured  to  maintain 
their  technological 
investment-or  risk 
losing  market  share  to 
competitors  who  do" 


Diversity  leads  to  reduced  amplitude 
and  ft'equency  of  cycles.  The  mar-ket  re- 
wards lower  risk. 

Dash  Chang 
President  &  ceo 
SuperSite.Net  Inc. 
Cupertino,  Calif. 

WHY  PHONE  COMPETITION 

IS  STILL  ON  HOLD  

Robert  Kuttner-  doesn't  understand 
who  r'eally  is  to  blame  for'  delaying  com- 
petition in  telecommunications  ("Don't 
let  the  Baby  Bells  stall  competition," 
Economic  ViewiDoint,  Mar-  31).  BellSouth 
Corp.  and  the  other  regional  Bell  com- 
panies pushed  for  the  Telecommunica- 
tions Act  of  1996.  We  pushed  for  r-e- 
form  when  the  long-distance  lobby  was 
sending  fake  telegr-ams  to  Capitol  Hill 
uT'ging  officials  to  vote  against  it.  We  be- 
lieved that  opening  the  telecom  mar- 
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ketplace  to  competition  would  bi 
customers.  We  want  to  get  inti 
long-distance  business  and  competi 
package  pr'oducts  and  services  liki 
other  competitor.  We  beheve  it's 
opening  our  market  to  competitioi 
losing  some  of  our  best  customs; 
order  to  be  able  to  compete  againsj 
long-distance  oligopoly. 

Beyond  pushing  for  legislatio: 
have  worked  to  open  our  networ 
to  develop  and  implement  massive| 
computer  systems  so  that  compe' 
can  connect  and  use  our  netwo: 
compete  with  us.  But  throughou 
process  we  have  faced  the  same] 
tics  from  at&t,  mci  Communicai 
and  Sprint  that  Kuttner  accuse, 
■  old  AT&T  of  using.  CL 
the  long-distance  com; 
are  simply  trying  to 
competition.  They  ha' 
fused  to  negotiate  i 
spirit  the  legislation 
for.  BellSouth  will  o 
ue  to  fight  for  compel 
and  to  press  for  open 
kets,  including  operrin 
long-distance  busines 
tr"ue  competition.  |. 

Randy  i 
Vice-Pr'esji 
BellSouth 
At 

There  are  serious  gaps  betweer 
Telecommunications  Act  and  actions 
en  by  the  Federal  Communica 
Commission.  To  suggest  that  the 
phone  industry  should  stand  meek 
while  a  federal  agency  circumvents 
gr'ess  and  puts  in  place  a  process 
ghettoizes  the  world's  best  phone 
tem — all  so  at&t  and  mct  Commu 
tions  can  serve  only  selected 
tomers — is  preposterous,  gte  Corp 
continue  pushing  for  the  Act  to  h 
plemented  as  Congr-ess  intended,  n 
the  FCC  and  the  long-distance  co 
nies  would  like. 

Geoffrey  C.  ( 
Vice-Pres: 

GTE  ( 

Washir 

DID  ALABAMA  PAY  TOO  MUCH  I 
FOR  THE  BENZ? 


rightj 


Let  me  see  if  I  have  this 
cording  to  your  article  "In  AlabI 
the  soul  of  a  new  Mercedes?"  (Thei 
poration.  Mar-.  31),  the  state  of  Alal 
"coughed  up  $250  million"  in  va,; 
tax  breaks  for  the  Mercedes  plant] 
employs  650  (or  approximately  $38P 
per  job).  We've  got  a  bridge  up  k 
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n 


gretMi  yellow 


Children  Supplied  The  Art 


We  Supplied  The  Canvas. 


B  R  I  I)  Cj  I  N  V, 
""  P  A  C  I  F  1  I. 


Introducing  The  Northwest 
Airlines  WorldPlane. 

To  celebrate  50  years  of  service 
to  and  from  Asia,  tlie  people  of 
Northwest  Airlines  asked  children 
throLighoLit  Asia 
^iB®«-^  and  the  U.S.  to 
share  theii-  visions 
of  the  places  that 
they  call  home.  These  colorful 
creations  symbolize  the  spirit  ot 
cultural  and  commercial  exchange 
that  has  chai-acterized  our  history 
for  the  past  half  century  And 
now,  we're  proud  to  display 
these  l:)eautiful  works  of  art  on 
the  Northwest  WorldPlane. 


Today  the  more  than  47,000 
people  of  Northwest  Airlines 
bring  vou  more  destinations  in 
Asia  than  any  other  I'.S.  airline. 
We  also  give  yoLi  the  most 
comf()rtable  way  to  get  there  with 
World  Business  Class.--  Watch 
for  the  Northwest  WorldPlane, 
our  \'ery  special  747-400  aiirraft. 
And  the  next  time  vour 


travel  plans  include  any 
of  our  more  tlian  400  worldwide 
destinations,  call  Northwest 
Aidines  or  your  travel  agent. 


@ NORTHWEST 
AIRLINES 


l-800'447-4747  www.nwa.com 


©1997  Northwest  Airlines,  Inc   Northwest  recycles  e 


T  paper  products  m  one  year  to  save  over  16,000  trees  \i 


Novell. 




<9 


8) 


The  Net's  just  a  network.  A  big,  juicy  network.  Who  knows  that  better  than  us?  It's  a 
place  to  walk  your  talk.  Do  business.  IntranetWare  transports  you.  Across  any  platform, 
information,  or  computer.  But  stop  at  lunch.  Take  on  hour.  Relax.  Return.  Resource 
what  you  like,  the  way  you  like,  with  Novell  Directory  Services.  Buy  a 
cappuccino.  Stir  that  Java  applet.  Be  platform-independent. 
Schedule  something  on  GroupWise.  Keep  it  together 
3n  MonageWise.  Reduce  costs  bigtime. 
ternet,  intranet,  you  call  it.  The  Net's 
3n  rockin'  your  world.  It's  time 
to  rock  back. 


WWW-NOVELL-COM/RockTheNet 


hie  Ur*d  Sc«s  end  dSa  coxr^.       s  o  xodertxxV  d  Sn/i  Vncra^rttem;,  be  (nd  relen  to  Si*isjc« 


Readers  Report 


that  I  would  like  to  show  them,  in  case 
they're  interested  in  buying. 

Eric  J.  Evans 
New  York 

BEGGING  TO  DIFFER 

ON  BOEING  

"The  China  connection's  Boeing  con- 
nection" (News:  Analysis  &  Commen- 


FINDING  US  ONLINE 


The  full  text  of  Business  Week,  the  Business  Week 
Daily  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at: 
www.businessweek.com 

and  on  America  Online  at  Keyword;  BW. 
To  sign  up  for  BW  on  AOL.  call  (800)  641-4848 
and  mention  Business  Week. 


Afa 


i4ft 


Shopping  for  computer  equipment'  Visit  Maven.  our 
online  Computer  Buying  Guide,  for  continuously 
updated  ratings  and  price  information. 
Go  to  Keyw/ord:  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at: 
www.inaven.businessweek.com 


tary,  Mar.  31)  mentioned  a  memo  to 
John  Huang  from  the  Council  on  U.  S.- 
China Affairs  about  strategy  with  Boe- 
ing and  the  Chinese  Embassy  to  convert 
Democrats  to  back  favorable  trade  sta- 
tus for  China.  In  fact,  the  board  of  di- 
rectors had  no  knowledge  of  the  memo 
until  you  published  the  excerpt. 

Ya  Li 

Public  Relations  Liaison 
Council  on  U.  S.-China  Affairs 
New  York 

HAS  THE  GOP  ALWAYS  BEEN 
LABOR-FRIENDLY?  

In  "How  labor's  campaign  blitz  made 
the  GOP  blink"  (Washington  Outlook, 
Mar.  24),  you  correctly  note  the  un- 
precedented amounts  spent  by  orga- 
nized labor  diuing  last  November's  elec- 
tions. The  suggestion  that  Republican 
workplace  initiatives  are  aimed  at  pun- 
ishing unions  is  inaccurate.  Invoking 
battlegTOund  hyj^erbole  such  as  "stealth 
campaign"  and  "direct  assaults,"  the  ar- 
ticle states  that  the  GOP's  "hit  list"  no 
longer  includes  "brash  union-bashing 
items  such  as  gutting  the  Occupational 
Safety  &  Health  Administration,  weak- 
ening the  National  Labor  Relations 


Board,  and  repealing  the  Davis-E 
Act."  Unfortunately,  Republicans 
er  had  a  "hit  list,"  nor  did  we  sei 
"gut"  or  "weaken"  any  federal  labo: 
or  agency. 

Bill  Goodling  (R 
Char 

House  Committee  on  Educ 
&  the  Work] 
Washi: 
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THUNDERBIRD:  KEY  TO  THE  WORLD 


"As  Citibank  cunlinucs  to  build  its  presence  t^loballv.  I luiinleibird  i^radiicites  continue  to  he  a  part  of  that  expansion, 
just  as  thev  ha  e  for  eacli  of  the  past  50  years. "  -  Da  id  Roberts,  Vice  President,  Citibank,  N.A.,  Thiinderbird  Chiss  of  1973 


More  than  an  M.B.A. 
the  M.I.M.  unlocks 
the  door  to  exciting 
and  rewarding  busi- 
ness opportunities  at 
home  or  anywhere  in 
the  world. 


50  Years  of 

Global 
Leadership 


THUNDERBIRD 

Till  AMIRK  AN  ClRADI  ATI  S(  llOOl 
or  In  1  hRNA noNAI  MANACIMrNI 


THUNDERBIRI 

graduates  use  these 
keys  for  success: 

•  The  Master  of  Inteinatio 
Management  degree  - 
M.I.M. 

•  The  Executive  Master  of 
Inteinational  Manageme 
Program  -  E. M.I.M. 

•  The  Post-M.B.A.  degree 

AACSB  Accredite 


Office  of  Admissions  •  1  .S249  Nor  th  .S9th  AvcnuL-  •  Glendalc.  Arizona  85306-6003 
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IRfiobotics 


and  stay  in  touch 
with  your  PC  anywhere. 


To  run  your  life,  you  need  information.  Appointments,  contacts, 
e-mail.  And  it's  probably  locked  tight  on  your  PC  back  in  some  office. 

'he  new  PalmPilot" connected  organizer  changes  all  that.  It  lets  you  enter, 
update,  and  access  information.  And  HotSync  "  technology  lets  you 

iynchronize  that  data  with  your  PC  at  the  touch  of  a  button.  Whatever  your 
most  important  information,  PalmPilot  delivers  it.  Anywhere.  Anytime. 

Optional  links  are  available  to  Schedule-t-,  Lotus  Organizer, 
Symantec  ACT!,  Ascend  97,  and  others  (sold  separately). 

I  Call  1-800-881-7256  ext.  50  or  visit  our  web  site  at 

http://www.usr.com/palm  for  the  PalmPilot  retailer  nearest  you. 

•  The  jvetdge  U    'Jim  pnce  lof  PalmPiloi  Personal  Ediiion  is  $299  The  average  U  5  sireei  price  lor  PairhPilot  Prolessrohal  Edriion  rs  $J99  PalmPiloi 
K  MacPac.  required  foi  Macintosh  conneclivitv.  is  sold  separately  Some  features  may  not  be  supported  on  Macinlosh  ©  T997  U  S  Rolwtrcs  All  rrghts 

.  reserved  U  S  Robotics  and  the  U  S  Robotrcs  logo  are  regrstered  trademarks,  and  HotSync  PalmPilot,  and  the  PalmPilot  logo  ate  ttademarks  of 

U  S  flot)otrcs  and  its  subsrdrarres  All  other  brands  and  product  names  ate  ttadematks  oi  regrstered  ttadematks  of  theit  respectrve  holders 


Palm  Pilot 


PalmPilot  Personal  $299* 

Backlit  display  for 
low-light  viewing 

Instantly  syncs 
data  with  your  PC 

Easy  expense  tracking 

Stores  thousands  of  entries 

User  upgradeable 

to  Professional  Edition 

PalmPilot  Professional  $399* 

All  PalmPilot  Personal 
features  plus: 

Pocket  e-mail 

Internet  ready 
(TCP/IP  support) 

Twice  the  memory 


VD  technology.  The  possibilities  ore  endless. 
And  that's  just  the  beginning. 


Panasonic  DVD  technology  is  the  resource  of  the  future  that  will  start 
improving  life,  today.  And  we've  only  begun  to  explore  all  its  possibilities. 

At  first  glance,  DVD  might  appear  to  be  a  cutting-edge  entertainment 
technology  -  bringing  movies  and  interactive  educational  programs  home  in 
a  way  never  before  possible.  But  take  a  glimpse  into  the  future  and  what 
you'll  see  is  that  DVD  is  much  more.  It  will  be  a  business  partner  that  puts 
millions  of  facts  at  your  fingertips.  A  legal  assistant  that  can  search  through 
hundreds  of  law  books  in  seconds.  Or  a  teaching  tool  that  can  give  students 
individualized  remedial  lessons.  DVD  discs  are  the  size  and  shape  of 
CD-ROMs,  but  far  more  powerful.  'With  a  massive  capacity  of  up  to  17  giga- 
bytes and  a  data  transfer  rate  of  nearly  10  megabits  per  second,  D'VD  players, 
D'VD  ROM  and  D'VD  RAM  will  be  the  essential  tools  of  the  information  age. 

And  Panasonic,  through  its  parent  company,  Matsushita  Electric,  has 
created  technologies  that  give  DVD  its  power.  The  most  powerful  DVD 
disc  will  be  dual-sided  and  dual-layered.  This  technique  takes  the  original 
DVD  concept,  with  an  already  impressive  4.7  gigabytes,  and  potentially 
expands  it  to  17.  All  this  is  possible  thanks  to  the  ultra-precise  UV  disc 
bonding  technology  and  dual-focus  Holographic  lens  created  by  Matsushita. 

Panasonic  has  been  involved  with  DVD  technology  every  step  of  the 
way.  Even  before  it  was  called  DVD.  Today,  Panasonic  has  U.S.  facilities  to 
help  businesses  with  digital  video  and  audio  compression,  DVD  program 
authoring,  mastering,  even  disc  manufacturing.  So,  no  one  is  better  prepared 
to  help  companies  enter  the  DVD  age. 

DVD  technology  will  change  the  movie,  music,  publishing,  and  computer 
industries,  simultaneously.  It  will  help  business,  research  and  education  solve 
complex  problems.  Or  simply  let  people  enjoy  feature  films  with  extraordinaiy 
CD-quality  sound,  a  choice  of  8  different  language  sound  tracks  and  32 
subtitles.  The  possibilities  are  endless.  And  that's  just  the  beginning. 


Panasonic 

Matsushita  Electric 


BookS: 


LOCKED  IN  THE  CABINET 

By  Robert  B.  Reich 
Knopf  •  338pp  •  $25 


CLINTON'S 
LONELIEST  LIBERAL 


This  diary  of  Robert  B.  Reich's 
four  years  as  U.  S.  Labor  Secre- 
tary might  someday  inspire  an 
episode  of  Star  Trek:  Destination  Earth. 
After  all,  Reich  says  he  sometimes 
found  aides,  members  of  Congress,  and 
fellow  Cabinet  members  looking  at  him 
with  incredulous  expressions  that 
seemed  to  ask:  "What  planet  are  you 
from,  anyway?" 

No  wonder  Reich  found  himself  the 
sole  "progi'essive  liberal"  among  a  cau- 
tious, deficit-hating,  bond-market-wor- 
shiping cadre  of  Presidential  economic 
advisers  who  couldn't  wait  to  rescind 
Bill  Clinton's  1992  campaign  promises. 
Reich,  50,  who  went  to  Yale  Law  School 
with  Bill  and  Hillary  Rodham  Clinton, 
quickly  established  a  special  role  for 
himself — a  voice  of  conscience  reminding 
the  Clintons  of  their  youthful  idealism. 
As  all  of  official  Washington  took  a  giant 
step  to  the  right  duiing  Clinton's  fii-st 
term,  Reich  was  left  standing  nearly 
alone,  friendless  except  for  his  two 
chums  at  the  White  House.  What  other 
Cabinet  member  in  Washington  was  vil- 
ified simultaneously  by  both  the  afl- 
cio  and  the  National  Association  of 
Manufactiu'ers?  On  the  other  hand,  how 
many  other  Cabinet  members  got  to 
hug  the  President  during  Oval  Office 
visits?  And  who  else  but  Reich  could 
have  his  memos  to  the  President  se- 
cretly delivered  by  Hillary? 

Now,  Reich  has  his  say  in  Locked  in 
the  Cabinet.  The  book  benefits  fi-om  the 
author's  high-level  access,  and  it  offers 
insight  into  the  warfare  within  the  Ad- 
ministration. But  Locked  in  the  Cabinet 
sur})asses  most  recent  tell-alls.  It  is  bet- 
ter-wi-itten,  and  it  considers  serious  in- 
tellectual questions — such  as  the  role  of 
the  woiker  in  the  global  economy  and 
the  morality  of  replacing  striking 
employees. 

At  fii-st,  Reich,  a  Hai-var-d  University 
lecture!'  on  public  policy  who  had  no 


practical  experience  in  politics,  was  sim- 
ply an  annoyance  to  his  Administration 
foes.  They  got  Clinton  to  focus  on 
spending  cuts  rather  than  on  increases 
in  fimding  for  education  and  job  train- 
ing, which  were  Reich's  piiorities.  That 
left  Reich  to  speak  out  ineffectually 
about  "corporate  welfare"  and  middle- 
class  anxiety  and  to  suggest  hiking  tax- 
es on  profitable  companies  that  lay  off 
workers. 

But  after  two  years,  CHnton  started 
to  adopt  some  of  Reich's  ideas,  including 
such  things  as  college-tu- 
ition tax  credits,  worker  re- 
training  progi-ams,  a  mini- 
mum-wage hike,  and  a  ban 
preventing  federal  contrac- 
tors from  replacing  strik- 
ing workers.  (The  ban  has 
since  been  overturned  by 
the  courts.)  White  House 
staffers  eventually  enlisted 
Reich  in  the  epic  battle 
against  their  Antichrist: 
Clinton  image  doctor  Dick 
Morris,  a  "packager  and 
promoter"  who  represents 
"all  I  detest  in  American  politics," 
writes  Reich. 

Reich  admits  to  defeats  and  miscal- 
culations. He  describes  staging  a  me- 
dia event  at  a  Bridgestone  Tire  Co. 
plant  in  Oklahoma  City  to  highlight  his 
effort  to  require  improvements  in  work- 
er safety.  Management  promptly  closed 
the  plant  and  laid  off  all  employees, 
forcing  Reich  to  back  down.  Reich  re- 
lates that  he  could  not  persuade  the 
President  to  cut  defense  spending  to 
fund  more  worker  training.  Nor  could 
he  persuade  Clinton  not  to  sign  the  1996 
welfare  reform  bill. 

Reich's  book  is  often  quite  amusing. 
The  author  of  six  previous  books,  Reich 
is  a  good  storyteller  with  an  apprecia- 
tion of  Washington's  many  absiu'dities — 
and  he  is  willing  to  laugh  at  himself. 


the 
Cabinet 


ROBERT  B. 

REICH 


At  one  point,  Reich  tells  us,  he  bel 
he  was  on  his  way  to  a  briefing  in 
ing  sensitive  state  secrets — only  tc 
himself  led  by  armed  guards  ir 
basement  room,  where  he  had  to 
duce  a  urine  sample  for  a  drug  tes 
another  occasion,  he  got  lost  in  the 
ridors  of  the  Labor  bept.  He  wa: 
recognized  by  White  House  guard; 
riving  home  one  night  without  his 
the  4-ft.-10-in.  Reich  tried  to  w 
through  the  dog  door  and  got  stuc 
OiJy  when  dealing  with  Congi'esi 
insensitive  chief  executives  does  R' 
temper  flare.  Representatives  su( 
Jim  Saxton  (R-N.J.)  and  Ernest  t 
took  (R-Okla.)  are  "fools"  and 
foons,"  while  William  D.  Ford  (D-l 
is  a  "stubborn  ass."  Congressional 
ings,  Reich  discovers,  aren't  abou 
parting  information,  but  about  she 
respect  to  petty  tyi'ants  who  chair 
gi-essional  committees.  And  he  calli 
mer  Scott  Paper  Co.  ceo  Albert  J. 
lap   "the   poster  boy   of  corp( 

irresponsibility"  for 
"  off  11,000  workers.  An> 

pet  peeve  was  y 
White  House  political ; 
After  a  period  of  beinj 
patched  about  the  coi 
by  twentysomethi 
Reich  instructed  his 
not  to  accept  marchin 
ders  from  anyone  und« 
The  book's  main  s 
coming  is  its  lack  of 
spective  on  the  Clin 
Reich  does  manage  to 
icize  Clinton  for  "ca^ 
on  the  deficit.  He  is  particularly  cr 
of  the  President's  decision  in  19i 
agi"ee  to  the  GOP  plan  to  balance 
budget  by  2002 — and  to  accomplish 
by  cutting  social  spending.  Reich  s£ 
was  "probably  a  mistake"  for  Hi 
to  be  put  in  charge  of  health-car 
form.  But  he  provides  little  more  ii 
way  of  perspective. 

And  last,  there's  no  index.  Peoi 
Washington  always  read  books 
first,  so  they  can  see  if  they  are 
tioned.  Otherwise,  why  buy  ther 
Reich  was  trying  to  emphasize  th; 
is  fi'om  another  planet,  he  couldn't 
provided  Washington  with  a  b( 
demonstration. 

BY  PAUL  MAGNU 
Magnusson  covered  the  Labor 
during  Reich's  tenure. 


THE  EX-LABOR  SECRETARY  CALLS  AL  DUNLAP  "TH 


POSTER  BOY  OF  CORPORATE  IRRESPONSIBILITY' 
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Switching  Jobs  Can  Have 
An  Unfortunate  Effect  On 
Your  Retirement  Savings. 

A  PENALTY 


Don't  Lose  40%  Or  More  Of  Your  Retirement  Plan  To  Taxes  And  Penalties. 
Call  For  Your  Free  Information  Kit  Today. 

penalties.  And  if  you  clioose  a  rollover  IRA  from 


If  you've  switcfied  jobs,  the  way  you  handle  the 
payout  from  your  former  employer's  retirement 
plan  is  very  important.  This  may  be  one  of  the 
largest  sums  you'll  ever  receive.  And, 
depending  on  what  you  choose  to  do,  you 
could  lose  40%  or  more  of  it  to  federal,  state,  and  local 
taxes  as  well  as  early  withdrawal  penalties.  It  makes 
sense  to  know  the  facts  before  you  act. 

T.  Rowe  Price  can  help.  We  offer  a  free  kit  that 
clearly  explains  the  options  in  plain,  straightforward 
language.  You'll  learn  the  pros  and  cons  of  each 
distribution  option  and  how  to 
avoid  the  potential  taxes  and 


1-800-541-7894 


T.  Rowe  Price,  you'll  have  access  to  our  know- 
ledgeable customer  representatives,  who  can 
help  make  the  rollover  process  as  easy  and 
hassle-free  as  possible. 

Request  your  free  kit  today.  Call  us  and  we'll  send 
you  our  free  kit  on  managing  your  retirement  plan 
distribution,  which  includes  the  tools  you  need  to  help 
you  decide  what's  best  for  you.  We'll  also  include 
information  about  our  broad  range  of  no-load  mutual 
funds.  Call  our  toll-free  number  today.  Because  we'd 
hate  to  see  your  retirement 


plan  go  all  to  pieces. 


Invest  With  Confidence 

TRoweFVice 


Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send 
Tioney.  T.  Rowe  Phce  Investment  Services,  Inc.,  Distributor,  iraro35483 


A  Brilliant  Deduction 


to  brighten  your  bottom  line  with  tax 
deductions  of  up  to  twice  cost-while 
illuminating  the  future  of  America's 
nonprofits?  Switch  to  product  giving 
through  Gifts  In  Kind  America.® 
Our  free  donation  management 
services  make  it  easy  for 
companies  to  donate  inventories 
of  everything  from  computer 
equipment  to  furniture,  clothing 
to  building  supplies. . .helping 
charities  nationwide  and  around 
the  globe.  Let  us  dazzle  you... 
with  a  giving  program  that 
leads  to  financial  benefits  for 
your  company,  and  lights  the 
way  for  others. 

Product  giving  - 
the  perfect  solution! 

For  more  information  on  how 
your  company  can 
set  involved,  contact: 


GIFTS  IN  KiD' 

AMERICA 

700  N.  Fairfax  Street 
Suite  300 
Alexandria,  VA 
22314 

703-836-2121 


Thomas  AKa  FaIisoii,  In\  cntor  of  the  Electric  Li'jht  Bulb  and  Other  Modem  Necessities.  1X47-143  1 .     (i  )|W4  Gifts  hi  Kind  America 


Gifts  In  Kind  America... for  more  than  a  decade,  helping  hundreds  of  leading  companies 
contribute  half  a  billion  dollars  in  products  to  tens  of  thousands  of  charities. 
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ichnology  &  You 


DAVID  WALLACE 


RIGHTS 
WRONG 


,  low-cost  voice 
gnition  software 
omising-but 
a  hard  of  hearing 

this  column  starts  out 
ith  some  generation 
;re  and  there,  it's  be- 
I  am  dictating  it  to  9 
iter.  Translation;  If  this 
in  starts  out  with  some 
rish  here  and  there,  it's 
se  I  am  dictating  it  to 
)mputer. 

Icome  to  the  world  of 
recognition  technology 
le  mass  market.  A  trio 
w-cost  programs  that 
3  text  as  you  speak  into 
rophone  are  now  avail- 
They  are  intriguing  in 
own  right  and  offer  an 
glimpse  of  revolution- 
lossibilities.  Tiuly  user- 
lly  computers,  whether 
to  work  on  all  day  or 
built  into  cars,  should 
ir  bidding  at  the  sound 
r  voices,  almost  instinc- 
'.  Why  should  we  type 
r  thoughts  or  go  to  a 
al  to  figui'e  out  whether 
irecise  command  we  re- 
is  "call  up"  or  "get"? 
>Y.  In  short,  we  need  a 
ievious  version  of  Hal, 
talkative  computer  in 
A  Space  Odyssey. 
rams  that  convert 
;h  to  text  make  a 
in  the  right  dii'ec- 


whether  to  select  "for," 
"four,"  or  "fore." 

Faster  computers,  im- 
proved microphones,  larger 
memories,  and  fatter  hard 
drives  have  helped,  along 
with  some  clever  program- 
ming. Early  versions,  some 
costing  $1,000  or  more,  main- 
ly assisted  lawyers  and  doc- 
tors while  providing  a 
bed  for  progi'ammers.  T 
softwai-e  later  broadened 
to  general  office  appli 
cations,  such  as 
spreadsheets  and 
word  processing.  And 
now,  stripped-down 
models  of  the  office 
programs  are  avail- 
able for  as  little  as 
$60,  with  a  headset 
microphone  included. 
IBM's  Simply  Speak- 
ing is  leading  the 
way,  with  Kurzweil's 
VoicePad  and  Drag- 
on Systems'  Dragon- 
Dictate  Singles  close 
behind. 

I  found  all  of  these 
programs  devilishly  dif 
ficult  to  work  in.  Just  get- 
ting the  microphone  to  run 
with  your  computer's  sound 
system  is  no  mean  feat.  And 
the  progi'ams'  claim — to  pro- 
vide    efficient  dictation 


DICTATION  FOR  TIGHTWADS 


as  soon  as  you  set  up — 
wasn't  my  experience. 

All  three  of  these  applica- 
tions "learn"  your  speech. 
Special  routines  in  which  you 
recite  selected  words  and 
conunands  help  get  you  stall- 
ed. But  the  real  training 
comes  as  you  dictate,  speak- 
ing in  so-called  discrete 
speech,  with  a  pause  between 
each  word.  When  the  soft- 
ware misunderstands  a  word, 
you  must  use  the  proper  cor- 
rection procedure  if  the  com- 
puter is  to  recognize  the 
word  next  time.  Even  though 
the  programs  claimed  accu- 
racy in  the  90%  range  out  of 
the  box  and  95%  or  better 


PROGRAM/COMPANY 


First  the  comput-    words. 


with  practice,  dont  get  your 
hopes  up.  I  found  it  took 
hours  of  using  the  applica- 
tions, mainly  to  compose  my 
E-mail,  before  I  got  even 
close  to  90%.  And  with  90%- 
accuracy,  for  every 
message  the  length  of 
this  paragraph,  you 
have    to    correct  13 


PRICE 


lust  convert  the 
•g  sound  waves  of 
;h  into  the  digital 
lis   of  computer 


VOICEPAO/Kurzweil 

www.kurzweil.com/pcapps/vppro/ 

SIMPLY  SPEflKiNG/IBM  $75 

www.software.ibm.com/is/voicetype/ 


The  correction 
process  itself  takes 
practice.  If  you  recog- 
nize the  error  right 


3ssing.  Then  the    ™!':='i'!™i'L^jL"i'™'i=^^^    away,  speak  a  com- 


'are  must  compare 
digital  signals 
1st  the  program's 
bulary  and  figure 
from  the  context 


DRAGONDiCTATE  SINGLES/  $1Q(} 
Dragon  Systems 

wvw.dragonsys.com/marketing/dragondictate.html 

DATA;  COMPANIES,  BUSINESS  WEEK 


mand,  such  as  "Oops" 
with  DragonDictate, 
and  a  numbered  hst  of 
similar-sounding  words 
appears.  Say,  "Take  2," 


for  example,  if  the  right  word 
is  there,  and  the  progi'am  re- 
places the  original  word.  If 
the  word  isn't  on  the  list, 
which  occurred  fairly  often 
for  me,  you  can  type  it  in. 

If  you  don't  recognize  the 
eiTor  unto  you've  finished  dic- 
tating, the  process  is  more 
involved.  I  appreciated  the 
IBM  feature  that  lets  you 
double-click  on  a  word  and 
hear  the  computer  replay 
what  you  said.  Sometimes  the 
word  on  the  screen  was  so 
far  off  I  couldn't  remember 
what  word  I  had  used. 
LOOK,  NO  HANDS!  I  can't  rec- 
ommend these  programs  un- 
less you  type  less  than  30 
words  a  minute  or  fi-equently 
need  hands-ft'ee  dictation. 
I  got  my  best  results  with 
the  Dragon  Systems  soft- 
ware. I  suggest  you  stay 
away  fi'om  the  ibm  pro- 
gram. Dragon  and 
Kurzweil  use  the  awk- 
ward mihtai-y  alphabet 
(Alpha,  Bravo,  Chariie) 
for  spelling,  but  Sim- 
\  ply  Speaking  has  no 
[  spell  feature.  So  if  you 
want  to  refer  someone 
to  a  Web  .site,  for  ex- 
'  ample,  you  have  to  type 
it  in  the  old-fashioned 
way. 

If  you  have  a  problem, 
such  as  repetitive  strain 
injury,  that  prevents  you 
•om  using  a  keyboard, 
voice  recognition  software 
could  probably  help  you.  But 
get  a  version  that  is  more 
accurate  than  the  bare-bones 
offerings  and  works  with 
various  programs.  More 
robust  versions  of  the 
Kurzweil  program,  for  ex- 
ample, start  at  $200. 

For  most  people,  though, 
waiting  is  probably  a  good 
idea.  Dragon  recently  an- 
nounced that  it  soon  will  offer 
a  product  that  works  with 
continuous  speech — meaning 
you  don't  have  to  dictate  in 
the  slow,  stilted,  "discrete" 
manner.  And  the  bui'geoning 
commercial  business  repre- 
sented by  dictation  software 
should  speed  up  the  intro- 
duction of  new  features. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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February  26,  1992: 
Chrysler  niinivans  are 
named  lop  safety  choice 

in  the  passenger  van 
category  in  Prevention 
magazine's  Safe  Car 

of  the  Year  Azvards. 


August  I,  1996: 

Chrysler 
Town  &  Country 
minivan  named 
top  safety 
choice  in  the 
1995  passenger 
van  category 
by  Prevention 
magazine. 
(Anyone  see 
a  pattern 
developing  here?) 
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November  1,  1995: 
New  Dodge  Caravan  is 
named  Motor  Trend's 
Car  of  the  Year- first  time 
a  minivan  zvins  the  azvard. 
Second  straight  year  that 
a  Chrysler  Corporation 
vehicle  has  zvon. 

^^^^  • 

• 
• 
• 
• 
• 

October  11,  1995: 
Accompanied  by  the 
XX^wlstone  HS  Marching 
Band,  Chrysler  CEO 
Bob  Eaton  delivers  the 
five-millionth  Chrysler 
Corporation  minivan  to 
the  Lombard  family  of 
Columbus,  Ohio. 


Haying  invented  the  category,  we  at  Chrysler 
Corporation  knew  that  tampering  with  something  as 
pWpulaias  our  minivan  would  be  a  deUcate  operation.  (Of 


course,  introducing  it  in  the  first  place  was  a  bit  ch|T 
too.)  But  what  we  finally  decided  was  that  the  giji' 
risk  was  resting  on  our  laurels.  When  making  great 


Visit  our  World  Wide  Web  site  at  http://www.chryslercorp.com,  or  call  toll-free  1-888-GREATCARS. 
(January,  February,  March)  sales  period.  1'Always  wear  your  seat  belt. 


'Chrysler  minivan  owner  loyalty  at  63%  in  cowi 


May  15,  1992: 
ultidisciplinary  platform  team 
venes  to  begin  work  on  the  next 
generation  of  the  minivan. 


August  1,  1992: 
Dodge  and  Plymouth  minivans 
get  optio)ial  sport  handling 
suspension.  Car  pools  across 
America  become  approximately 
37%  less  boring. 


September  18,  1992: 
Consumer  A  ttitude 
Research  announces 
that  Chrysler  minivans 
have  the  highest  repeat 
purchase  rate  of  any 
platform  sold  in 
the  United  States' 


July  15,  1992: 
Platform  team  reads 
letters  from  minivan 
owners  asking,  "Why 
not  put  a  sliding  door  on 
the  drivers  side  too?" 


May  9,  1993: 
Sales  of  Chrysler  minivans 
in  Asia  pass  2,000.  Reports  that 
minivati  interior  is  more 
spacious  than  average  Beijing 
apartment  are  unconfirmed. 


March  10,  1995: 
led  Chrysler,  Plymouth,  and  Dodge  minivans  reach 
•ships  with  features  including  dual  front  air  bags,'' 
tl  dual  sliding  doors,  Easy  Out  Roller  Seats,'^'  and 
k  storage  space  for  the  most  acquisitive  of  families. 


April  18,  1994: 
Fuel-door  problem 
solved.  (Sorry,  but 
if  we  told  you  how, 
we'd  have  to  kill  you.) 


September  15,  1993: 
Problem:  How  to 
keep  driver's-side 
sliding  door  from 
banging  into  fuel  door. 


ucks  is  your  goal,  the  right  decision  is  usually 
)bvious.  Kind  of  like  the  idea  of  putting  a  sliding 
n  both  sides  of  your  minivan,  come  to  think  of  it. 


iiezu  car  and  light  truck  buyers  conducted  during  the  '92  second-quarter 


GREAT  CARS. 
GREAT  TRUCKS. 


^  CHRYSLER  CORPORATION 


Economic  Viewpoint 
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BY  RUDI  DORNBUSCH 


SAY  GOODBYE  TO  EASY  MONEY- 
AND  HELLO  TO  HIGHER  RISK 


DOWNTURN? 

This  stage  of 
the  business 
cycle  is  the 
trickiest:  If 
growth  tanks 
but  inflation 
doesn't, 
investors 
may  take  a 
pounding 


Rudi  Dornbusch  is  professor  of 
economics  and  management  at 
Massactnusetts  Institute  of  Technology 


The  recent  Federal  Reserve  rate  hike 
may  tui'n  out  to  be  a  prelude  to  a  ma- 
jor change  in  world  monetary  policy. 
Chances  are  growing  for  an  upturn  in  Gennan 
interest  rates,  and  even  Japanese  rates,  dor- 
mant for  years,  may  start  to  rise.  Over  the 
next  six  months  the  talk  of  a  world  uptiu-n  in 
rates  may  replace  the  fear  of  deflation.  The 
end  of  easy  money  will  be  bad  news  for  both 
asset  pi'ices  and  job  growth.  But  how  much 
trouble  is  coming? 

Last  year,  U.  S.  unemployment  was  low, 
the  gi'owth  outlook  was  so-so,  and  there  was 
no  sign  of  inflation.  Yet  there  were  stiU  calls 
for  a  preemptive  strike  and  a  hike  in  rates 
because  of  the  Fed's  past  history  of  being 
too  late  and  too  slow  in  fighting  inflation  and 
because  of  the  long  lead  times  in  monetary 
policy.  The  Fed  deserves  credit  for  not  mov- 
ing in  1996  and  per-mitting  another  year  of  job 
cr-eation. 

But  now  the  scene  has  changed:  Price  in- 
flation still  looks  moribund,  but  wage  inflation 
does  not.  It  has  picked  up  over  the  past  year 
and,  without  an  offsetting  gain  in  productivi- 
ty, price  inflation  is  just  around  the  cor-ner-. 
Growth,  in  particular,  continues  to  be  strong 
enough  to  reduce  unemployment.  The  Fed 
cannot  rely  on  the  economy  slowing  down  to 
contain  inflation.  Fed  action  was  necessary. 
Just  how  much  depends  on  the  degree  of 
wage  pr'essure  that  is  on  the  way. 
FREIGHT  TRAIN  MODEL.  One  view  holds  that 
wage  pr-essure  is  like  a  ft-eight  train — it  is 
slow  in  coming  but  very  har'd  to  stop.  In  that 
case,  a  100-basis-point  incr-ease  in  r-ates  may 
not  be  enough.  A  mor-e  optimistic  scenario 
gives  a  lot  of  weight  to  competition.  The 
economy  is  open  and  U.  S.  wor-ker-s  remain 
anxious  about  losing  their  jobs  to  the  rest  of 
the  world.  In  this  case,  wage  inflation  will 
ease  as  growth  falls  off,  and  only  minor-  rate 
hikes  will  be  necessary.  The  evidence  of  r-e- 
cent  years  supports  the  competition  view, 
while  that  of  the  previous  decades  favors  the 
freight  train  theory.  Over  the  next  few 
months  the  markets  will  have  to  decide  which 
model  is  right. 

There  is  another  complication.  The  U.  S. 
clearly  has  reached  the  top  of  the  current 
business  cycle,  but  where  are  Germany  and 
Japan?  After  years  of  near--r-ecession,  they 
appear  to  be  coming  back  to  life.  That  means 
short  rates  of  near"-zer-o  in  Japan  will  start  to 
rise  and  German  rates,  at  historic  lows,  will 


also  move  up.  None  of  that  is  imminentj)Bl 
the  direction  is  the  same  as  in  the  U.  S.  iit! 
an  end  to  easy  money  around  the  globe 
sweet  part  of  the  credit  cycle  is  over.  No^  j; 
vestors  will  start  taking  a  second  look. 

In  r-ecent  years,  just  about  any  stoc  oi 
bond  was  plausible  as  an  investment.  Caite 
gains  were  the  game.  When  credit  is  aim 
dant,  as  it  has  been,  investors  ar-e  not  ajj 
discriminating:  Risk  premiums  coflapse,  ^' 
spr-eads  get  compr-essed,  cr'edit  ratings  kif 
and  earnings  multiples  skyr'ocket.  Bulgiifa 
bonds  become  plausible,  never  mind  aniin 
minent  default;  Polish  bonds  ar-e  almos ; 
good  as  U.  S.  Tr-easuries.  Now,  under[.ht 
scrutiny  of  tighter  credit,  investors  will 
thinking  of  risk.  Even  with  the  benign  Cf 
nario — featuring  a  mild  increase  in  int(;.- 
rates — investors  will  ask  harder  questios  i 
only  because  they  will  vi^ait  for  the  other 'er 
shoe  to  drop  and  rates  to  rise  further-. 
COURAGE  AND  LUCK.  Over  the  past  de  e 
the  Fed,  led  by  Alan  Gr-eenspan,  has  sYm 
extraordinary  skill  in  making  the  imposbli 
happen  gently:  Big  inflation  has  been  in 
tr'olled,  and  steady  job  cr-eation  has  n^di 
dramatic  economic  restructuring  more  pafc 
able.  All  that  took  skill,  courage,  and  a  li  e  |  j 
luck.  But  now  the  Fed  is  announcing  the  at  ^' 
of  the  easy  money  cycle  and,  as  far  as  gr(?tl 
is  concerned,  it  calls  the  shots.  Of  coursi  i  III 
we  find  out  too  late  that  world  gr-owth  ifa 
mor-e  pr-ecarious  than  it  seems — no  uptuiiii 
Ger-many  and  Japan,  no  robust  gr-owth  inih( 
U.  S. — a  good  strategy  will  have  backfk! 
and  it  will  be  hard  to  put  a  new  one  in 
in  time. 

The  present  phase  is  the  har-dest  for  W 
cymakers  and  investor's  alike.  If  growth  i." 
appear-s  and  inflation  does  not,  discontent  .a 
be  per-vasive.  There  is  a  r-eal  chance  of  iv 
And  if  investors  worldwide  are  skep  :i 
about  the  ea.sy  defeat  of  U.  S.  inflation  anc» 
pect  higher  rates  and  less  liquidity,  a  Icjo 
confidence  will  disappear.  Rather  thanih* 
markets  cr-ashing  quickly,  with  ready  op)r 
tunities  for  scavengers,  we  might  face  ;ii 
tion.  Markets  could  sUde  ever  so  slowly,  v'l 
out  investor-s  panicking  and  rimning.  Yet  Ig 
losses  do  build  up  over  time.  After  the  a 
berance  of  a  boom  decade  some  of  the  gin 
may  be  given  back.  This  isn't  quite  gl'r 
and  doom.  But  when  liquidity  goes,  the  jc^  c 
booming  markets  does  not  hang  around  n  '■ 
longer. 
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FEDERATED  EMERGING 
MARKETS  FUND  RANKED 
#2  OUT  OF  95 
EMERGING  MARKETS  FUNDS 

35.46%  TOTAL  RETURN* 


FEDERATED  INTERNATIONAL 
SMALL  COMPANY  FUND  RANKED 
#1  OUT  OF  15 
INTERNATIONAL 
SMALL  COMPANY  FUNDS 

37.06%  TOTAL  RETURN* 


'According  to  Lipper  Analytical  Services 
for  tne  period  2/29/96  through  2/28/97. 
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FEDERATED  LATIN  AMERICAN 
GROWTH  FUND  RANKED 

#6  OUT  OF  30 
LATIN  AMERICAN  FUNDS 

42.97%  TOTAL  RETURN* 


FEDERATED  WORLD 
UTILITY  FUND  RANKED 
#2  OUT  OF  90 
INTERNATIONAL  UTILITY  FUNDS 

20.27%  TOTAL  RETURN* 


Let's  just  say  we  understand  the  international 
marl<et  so  well  we  can  even  tell  you  where  to 
find  the  best  cup  of  coffee  in  Rangoon. 

Knowing  how  to  successlully  navigate  ttie  world  is  all  a  matter  of  understanding  the  details.  It's  a  matter  of  understanding  the  difference  between  sushi  and 
Sashimi.  Understanding  the  difference  between  an  opportunity  and  an  opportunity  lost.  With  an  average  of  14  years'  experience  in  international  investing, 
our  portfolio  managers  are  some  of  the  most  experienced  in  the  business.  That's  one  of  the  reasons  why  the  four  Federated  international  funds  you  see 
here  are  so  soundly  outperforming  many  of  their  competitors.  To  find  out  more  about  cafes  in  Asia  or  other  products  in  Federated's  broadly  diversified 
international  lineup,  asl<  your  financial  advisor  or  call  1-800-341-7400.  You'll  receive  a  prospectus  which  you  should  read  carefully  before  investing. 
Mutual  funds  for  domestic  equity,  international,  bond  and  money  market  investing. 

Federated    J  Investors 


Q/o  was  the  1 -year  total  return  for  the  World  Utility  Fund  as  of  12/31/96;  17.49  8.98  3.1 3  and10.74  /"  were  the  total  returns  since  inception  (2/27/96) 
/31/96  lor  the  International  Small  Company  Emerging  Markets,  and  Latin  American  funds  and  the  annualized  total  return  for  the  World  Utility  Fund  since  inception  (4/22/94) 
/31/96,  reflecting  the  5.5%  sales  charge.  Performance  figures  at  top  of  page  do  not  include  sales  charge.  Newspaper  listing  shows  current  NAV  and  previous  week's  NAV  high 
V97.  Investment  return  and  principal  value  will  fluctuate,  so  when  shares  are  redeemed,  they  may  be  worth  more  or  less  than  the  original  price,  •  Performance  shown  is  lor 
s  A  shares.  Total  returns  would  have  been  lower  in  the  absence  of  temporary  expense  waivers  or  reimbursements.  The  fund  also  offers  other  classes  of  shares.  Performance 
;  classes  will  vary  due  to  differences  in  charges  and  expenses  •  Foreign  investing  involves  special  risks  due  to  factors  such  as  increased  volatility  currency  fluctuation,  and 
;es  in  auditing  and  other  financial  standards.  •  Past  performance  does  not  guarantee  future  results. 


id  Securities  Corp.,  Distributor, 


www.federatedinvestors.com 


Next  time  you're  thinking  about  choosinj 


a  business  PC,  consider:  instead  of  running 


around   and   locating   each   and  every 
HP  vectra  PCs  PC   iu  your  uetworlv,  you  can  save  your 


for  Business  fromS992^ 


breath   by  using   HP  Vectra  PCs.   Our   Intel'*  Pentium 


processor-based  PCs  are  designed  not  just  to  be  manage- 


able,  but   to   actually   help   you   manage.  Between  our 


hardware   and   software   features   like    TopTOOLS  and 


OpenView,  we  offer  a  host  of  n  on  -  p  r  op  r  i  e  t  a  r  y. 


D  M I  -  s  t  a  n  d  a  r  d  s  -  b  a  s  e  d  management  solutions.  . . 

Pentium 

IPROCESSOq 

You   can  upgrade  multiple  PCs   remotely,   monitor  them 


throughout  your  entire  network,  collect  asset  data  from 


any  PC,  troubles  hoot  problems  before  they  even  become 


problems  and,  in  general,  get  more  work  done.  Have  a  seat 


and   please   type:  www.hp.co  m  /g  o  /  v  e  c  t  r  a  c  o  m  mere  i  a  I 


Better  products,  better  productivity. 


HEWLETT' 
PACKARD 


Economic  Trends 


i 


BY  GENE  KORETZ 

BIG  SPENDERS- 
AND  BIG  SAVERS 

Economists  spy  an  inconsistency 

With  consumption  so  strong  lately, 
you  might  think  consumers  have 
been  thi'owing  caution  to  the  winds  and 
putting  less  away  for  a  rainy  day.  In 
fact,  Commerce  Dept.  statistics  show 
that  the  personal  savings  rate  has  been 
moving  up  since  1994  (chart)  and  re- 
cently hit  a  four-year  high. 

This  picture  of  buoyant  spending  ac- 
companied by  stronger  savings  may  well 
have  played  a  part  in  the  Federal  Re- 
serve's decision  to  push  up  interest 
rates.  It  suggests  that,  whatever  the 
debt  woes  of  some  gi'oups,  consumers 
overall  are  in  good  shape  to  keep  on 
spending  briskly — and  even  clip  into  sav- 
ings if  something  strikes  their  fancy. 

Several  economists,  however,  think 
the  evidence  that  consumers  are  squir- 
reling away  more  cash  is  questionable. 
The  object  of  their  disaffection  is  the 
conventional  personal  savings  rate, 
which  is  derived  from  Commerce  Dept. 
data.  Because  it  is  a  "residual" — that 
is,  calculated  by  subtracting  consimiption 
from  aftertax  income  and  doesn't  di- 
rectly measure  anything — this  rate  can 

WHICH  WAY  HAVE 
SAVINGS  BEEN  HEADED? 


HOUSEHOLD  SAVINGS  RATE 

CONVENTIONAL 

MEASURE' 

1 

  FLOW  OF  FUNDS  - 

MEASURE'  * 

1 

'96 


'93  '94  '95 

▲  PERCENT  OF  DISPOSABLE  INCOME 
•INCOME  LESS  CONSUMPTION  "NQ  ACQUISITION  Of 

FINANCIAL  ASSETS  LESS  INCREASE  IN  LIABILITIES 
DATA-  COMMERCE  DEFT,  FEDERAL  RESERVE  BOARD 

be  highly  ura-eliable,  ai'gues  Bnace  Stein- 
berg of  Merrill  Lynch  &  Co. 

Steinberg's  preferred  measure  is  one 
derived  from  the  Fed's  "flow  of  funds" 
data.  Based  on  actual  financial  flows, 
this  savings  rate,  which  usually  moves 
in  the  same  direction  as  the  Commerce 
Dept.  measui-fi,  has  been  trending  down 
since  1992 — and  touched  a  record  low  in 
the  second  halt  of  last  year. 

David  A.  Levy  of  the  .Jerome  Levy 
Economics  Institute  thinks  that  over- 
stated savings  help  explain  the  recent 
rise  in  the  so-called  statistical  discrep- 


ancy— the  gap  between  income  and  out- 
put measures  of  the  economy  (BW — 
Dec.  30).  "Tlie  true  savings  rate  is  prob- 
ably down  sharply,"  he  says. 

Both  economists  believe  that  the  real 
spur  to  consumer  spending  over  the 
past  year  has  been  a  sizable  "wealth 
effect"  resulting  from  the  stock  mar- 
ket's bull  run  in  1994-96.  With  savings 
low  and  spending  keyed  so  much  to  fi- 
nancial wealth,  the  risk,  says  Steinberg, 
is  that  "consumers  may  turn  out  to  be  a 
lot  more  sensitive  to  falling  stock  prices 
than  they  were  to  rising  ones." 

If  he's  right,  Fed  tightening  could 
cause  a  far  more  severe  retrenchment 
than  the  Fed  has  been  anticipating. 


CURING  EUROPE'S 
FERTILITY  WOES 

Sweden  may  have  an  answer 

Female  fertility  rates  in  Westem  Eu- 
rope are  so  low  that  many  nations 
could  experience  declining  populations 
in  the  next  century — a  development  that 
would  exacerbate  the  heavy  economic 
burden  posed  by  a  rising  share  of  el- 
derly citizens.  In  an  article  in  Popula- 
tion and  Development  Review,  demog- 
rapher Jean-Claude  Chesnais  looks  at 
one  countiy  where  this  problem  appeai-s 
most  severe  and  then  examines  another 
that  seems  to  have  developed  ways  to 
deal  with  it. 

In  Italy,  notes  Chesnais,  the  fertility 
rate  has  fallen  precipitously  from  2.4 
childi'en  per  woman  in  the  eai"ly  1970s  to 
1.2  today.  In  Sweden,  by  contrast,  the 
rate  in  recent  years  has  averaged  about 
2  children  per  woman — the  highest  in 
Western  Europe  and  just  below  the  re- 
placement level  of  2.1  children. 

The  irony,  Chesnais  notes,  is  that 
Italy  is  still  in  many  respects  a  tradi- 
tional, family-oriented  countiy.  Only  1 
out  of  every  13  Italian  children  is  born 
out  of  wedlock,  whereas  the  rate  is  1 
out  of  every  2  in  Sweden. 

Why,  then,  has  fertility  plummeted 
in  Italy?  Chesnais  singles  out  two  fac- 
tors: changing  social  roles  for  women 
and  reduced  benefits  for  children.  As 
the  result  of  major  educational  and  vo- 
cational strides  in  recent  decades,  yoLmg 
Italian  women  want  to  be  more  than 
just  wives  and  mothers — a  trend  that 
men  seem  to  be  resisting.  Meanwhile, 
the  share  of  child  benefits  in  the  gov- 
ernment's social  budget  has  shnmk  from 
13.3%  in  1970  to  just  3.9%  in  1992. 

By  contrast,  the  status  of  women  in 
Swedish  economic  and  political  life  is 


BAMBINI:  Italy 's  output  is  down 

well-established.  Some  85%  of  wor 
age  women  hold  jobs,  and  40% 
members  of  Sweden's  Parliamenii 
women.  At  the  same  time,  social 
such  as  child-care  services,  paid  pa 
leave  for  both  parents,  and  chill 
lowances  are  extensive.  With  strict! 
against  deadbeat  dads,  child  povew 
low  even  in  single-parent  families. 

Sweden's  example,  says  Chad 
suggests  that  raising  the  stati 
women— and  thus  their  influenc!''r 
public  policy — may  be  a  preconcjii 
for  returning  fertility  to  replace)e; 
levels  in  advanced  industrial  nation 


WHO'S  GOT  A  CAS 
OF  THE  BLUES 

Maybe  money  caw  buy  happine; 

You're  more  likely  to  be  depressi  c 
unhappy  if  you  live  in  a  centi'a  .T. 
than  elsewhere,  report  researche: 
the  National  Center  for  Health  Sit; 
tics.  But  their  findings,  based  on  si« 
data  on  "negative  moods,"  indicate* 
living  farther  away  from  metropcB. 
areas  (and  thus  presumably  escail 
the  stresses  of  urban  life)  doesn't  ?.< 
essarily  reduce  such  mental  dist.i- 
Indeed,  it's  hard  to  avoid  the  co  i' 
sion  that  economic  factors  weigh  w 
heavily  than  geography  in  the  ps}h< 
logical  equation. 

The  study  reports  that  nu-al  )-esi( 
are  almost  as  likely  to  have  negi 
thoughts  or  feelings  as  those  in  c 
while  those  least  prone  to  such  m 
are  suburbanites  and  exui'banites 
ative-mood  rates  are  50%  higher  fc 
males  than  males  and  20%'  highei 
those  25  to  44  than  for  older  per 
And  blacks  and  high  school  di'opoutl 
twice  as  prone  to  such  moods  as  w! 
and  more  educated  people. 

In  sum,  in  each  of  these  cases,  r 
five  moods  seem  to  be  most  previ  ,^ 
in  the  group  with  the  lowest  ino 
Apparently,  how  much  you  make  1" 
big  impact  on  how  upbeat  you  feel 
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AMES  C.  COOPER  &  KATHLEEN  MADIGAN 


0  SLOWDOWN  UNTIL 

m  LABOR  MARKET  COOLS  OFF 

ling  pay  and  demand  for  workers  are  heating  up  the  whole  economy 


us.  ECONOMY 


JOB  GROWTH  IS 
PICKING  UP  AGAIN 


If  among  his  wedding  gifts 
Federal  Reserve  Chairman 
,  Greenspan  hoped  to  find  a  token  gesture  of  weak- 
from  the  labor  markets,  he  was  surely  disap- 
ted.  Instead  of  offering  a  sign  that  the  economy  is 
ing  and  the  Fed's  work  is  done,  the  job  markets 
mowing  continued  strength — an  indication  that  the 
omy's  momentum  is  unabated, 
lat's  because  employment  is  increasing  at  a  time 
n  already-tight  labor  supplies  are  pushing  up 
3S.  More  income  is  fueling  the  surge  in  consumer 
iding,  especially  for  housing  and  cars.  That  de- 
d,  in  turn,  is  paring  down  inventories  and  lifting 
lUction,  creating  even  more  jobs  (chart). 

The  cmTent  state  of  the  la- 
bor markets  is  a  far  cry  from 
what  it  was  eai"lier  in  this  ex- 
pansion, when  pay  was  falling 
behind  inflation  and  downsiz- 
ing fueled  job  insecurity.  Back 
then,  consumei-spending  spuits 
were  pi'opped  up  by  tempoi-aiy 
supports  such  as  mortgage  re- 
financings and  credit-card  use. 
Now,  the  combination  of  job 
growth  and  wage  gains  has 
-  a  more  concrete  foundation  under  demand,  sug- 
ing  that  the  economy  will  not  slow  until  labor  mar- 
loosen. 

ith  each  new  set  of  job  data,  it  becomes  increas- 
/  clear  that  an  ever-tighter  labor  market — and  its 
ady-evident  upward  push  on  wage  growth — is  the 
force  working  against  low  inflation,  especially  now 

wage  gains  are  outstripping  pi-oductivity  growth. 
:  labor  costs  appear  to  have  risen  sharply  in  the 

quaiter.  To  be  siu-e,  it  would  be  politically  difficult 
istify  further  interest-rate  hikes  aimed  at  curbing 
ig  or  pay  gains,  but  those  are  the  main  sources  of 
"persisting  strength  in  demand"  that  the  Fed  gave 

reason  for  its  Mar.  25  rate  hike. 

;  FED  MIGHT  GET  SOME  HELP  fiom  an  unwind 

of  the  stock  and  bond  markets.  Higher  bond  yields 
Id  raise  the  borrowing  costs  of  business  invest- 
its  and  housing,  while  falling  stock  prices  may  rat- 
;onsumer  confidence  and  also  lift  the  cost  of  raising 
)orate  funds.  If  Wall  Sti'eet's  bears  really  start  to 
vl,  they  could  sour  the  rest  of  the  economy. 


^  '95  MAR.  '9/ 

lOUSANDS,  MONTHLY  CHANGE  OVER 
'-MONTH  PERIODS 
lATA:  UBOR  DEPI ,  BUSINESS  WEEK 


WAGE  GROWTH  HAS 
ENERGIZED  CONSUMERS 


'89  '90  '91  '92  '93  '94  '95  '96  '97 
▲  PERCENT  CHANGE  FROM  A  YEAR  AGO 
'ADJUSTED  WITH  CHAIN-WEIGHTED  PRICE 
INDEX  FOR  CONSUMER  SPENDING 
DATA:  LABOR  DEPT,  COMMERCE  DEPT ,  BW 


Right  now,  though,  there  are  no  signs  that  the  econ- 
omy is  slowing — or  that  job  markets  are  loosening. 
On  the  contrary,  job  growth  is  accelerating,  as  are 
real  wages,  and  a  record  percentage  of  adults  are  in 
the  labor  force. 

Nonfarm  payrolls  grew  by  175,000  slots  in  March. 
And  even  though  Febraaiy  jobs  were  revised  down  by 
46,000,  fii-st-quarter  gains  averaged  242,000  a  month,  up 
from  224,000  in  the  fourth  quarter  and  171,000  in  the 
tliii-d.  The  March  rise  was  held  back  by  a  27,000  di'op  in 
constmction  jobs,  which  had  sui'ged  by  108,000  in  Feb- 
i-uary,  when  the  weather  was  unusually  mild. 

The  real  strength  in  the 
March  employment  report  was 
in  hours  worked.  The  nonfarm 
workweek  fell  to  34.8  hours, 
but  that  occun-ed  after  a  42- 
minute  jump  in  Febinaiy,  to 
34.9  hours,  the  highest  level 
in  a  decade.  Total  hours 
worked  in  the  first  quarter 
grew  at  an  annual  rate  of 
3.5%,  suggesting  that  last 
quarter's  gTOMt:h  in  real  gross 
domestic  product  was  in  the  vicinity  of  3%  or  better. 

The  Labor  Dept.  also  reported  that  the  average 
houi'ly  wage  for  production  workers  rose  a  large  0.4%, 
to  $12.15.  Wages  have  gTown  4%  from  their  level  of  a 
year  ago,  a  pace  not  seen  in  seven  years.  After  ad- 
justing for  inflation,  as  measured  by  the  chain-weight- 
ed price  index  used  for  consumer  spending,  real  wages 
last  quarter  grew  1.4%  from  a  year  ago,  the  best  year- 
ly pace  in  two  decades  (chart). 

THE  RECOVERY  IN  REAL  PAY  reflects  the  giowing 
shortage  of  skilled  workers.  Tlie  unemployment  rate  fell 
back  to  5.2%  in  March,  and  it  is  hkely  to  slip  lower  in 
coming  months,  pushing  real  wages  even  higher.  That's 
because  a  record  67.3%-  of  adults  are  in  the  workforce, 
and  the  labor  force  is  growing  faster  than  the  total 
adult  population.  Pait  of  that  may  be  due  to  welfare  re- 
cipients' jumping  into  the  labor  pool  before  they  are 
pushed.  But  at  some  point,  gains  in  the  workforce 
have  to  slow  down  to  reflect  the  underlying  trend  in 
population  grovrth.  That's  when  the  jobless  rate  will  dip. 

In  fact,  there's  a  good  chance  that  the  jobless  rate 
will  slip  below  5%  by  summer,  because  the  demand 
for  labor  looks  solid.  The  Conference  Board's  index  of 
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help-wanted  ads  jumped  to  90  in  February,  up  ft'om  87 
in  January.  The  last  time  the  index  was  that  high  was 
in  December,  1994,  and  the  economy  went  on  to  gen- 
erate 1.2  million  new  jobs  over  the  next  six  months. 

Some  of  the  new  jobs  are  sui*e  to  be  in  the  factory 
sectoi',  where  payrolls  are  finally  rising.  Manufactuiing 
jobs  increased  by  16,000  in  March,  the  sixth  consecutive 
gain.  The  workweek  edged  up  to  42.1  hours,  from  41.9 
hours,  propelled  by  a  record  4.9  houi's  of  overtime. 

LONGER  OVERTIME  suggests  that  industrial  output  in- 
creased solidly  in  March,  and  future  gains  are  likely, 
since  inventories  in  relation  to  sales  look  pretty  sparse. 
Of  course,  the  ratio  of  business  inventories  to  sales 
has  been  falling  for  more  than  a  decade.  So  it  is  im- 
portant to  separate  the  drawdown  in  inventories  that  is 
structural — the  result  of  just-in-time  inventory  deci- 
sions, for  example — from  the  decline  that  is  cyclical — 
caused  by  business  underestimating  demand. 

Tliat  distinction  suggests  that  although  the  factory  in- 
ventory-sales ratio  is  at  a  record  low,  manufacturing 
stock  levels  are  about  where  they  should  be,  given  jit 
strategies.  But  wholesale  and  retail-trade  inventories 
are  well  below  acceptable  levels.  Consecjuently,  those 
businesses  will  need  to  restock  their  shelves,  and  their 
orders  will  propel  manufacturing  for"ward. 

Retailers  and  distributors  will  be  more  likely  to 
place  new  orders  if  they  expect  their  customers  to 


FRANCE 
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VEHICLE  SALES 
ARE  IK  OVERDRIVEI 

SALES  OF  CARS  AND 
LIGHT  TRUCKS 


keep  coming  back.  And  consumers  are  still  spen^ 
Sales  of  motor  vehicles  shot  up  in  March.  Pure' 
of  cars  and  light  trucks  increased  3.3%,  to  an  anl 
rate  of  15.7  million.  For  the  first  quarter,  vehicle  a 
are  running  4.8%  above  their  fourth-quarter 
(chart).  Overall  I'etail  sales  seemed  to  have  done  we 
March,  thanks  to  tax  refunds  and  an  early  Easter] 
together,  i-eal  consumer  spending  last  quarter  seen] 
have  grown  at  an  annual  rate  of  5%  or  more. 

Apiil  could  bring  a  pause  in  ] 
the  shopping  frenzy.  Mutual- 
fund  investors  will  have  to 
pay  taxes  on  last  year's  mar- 
ket gains.  And  with  Easter  in 
March,  apparel  sales  may  drop 
off.  In  fact,  weekly  retailing 
reports  show  that  sales  fell  in 
the  fii'st  week  of  April. 

But  those  drags  are  tempo- 
rary. The  more  important  sup- 
ports under  demand — jobs  and 
income — will  reassert  themselves  in  May.  For  tl| 
hoping  to  see  signs  of  a  slower  economy  that  vdll 
potential  inflation  pressm-es,  the  fir-st  clues  will  be 
job  data.  But  as  long  as  the  labor  mar-kets  contini 
supply  consumers  with  employment  opportunities  I 
rising  pay,  demand  in  this  economy  will  not  taper| 
and  the  Fed  will  have  moi-e  work  to  do. 


DESPITE  HIGH  EXPORTS,  LOW  EXPECTATIONS 
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Finance  Minister  Jean  Arthuis 
is  being  more  careful  this 
time.  Last  year,  Arthuis  projected 
1996  economic  growth  of  2.6%-, 
only  to  end  up  with  half  that. 
This  year;  in  an  update  of  its  offi- 
cial 1997  forecast,  the 
Finance  Ministry  has 
decided  to  stick  to  its 
earlier  projection  of 
2.3%',  even  though 
Aithuis  believes  that 
growth  will  be  better- 
than  that.  Last  year"'s 
shortfall  was  poorly 
received  in  the  finan- 
cial markets,  and  the 
gover*nment  doesn't 
want  to  jeopardize  the  credrbility 
of  its  1997  deficit  projection  so 
cr-ucial  to  France's  qualification  for 
a  single-currency  Eur-ope. 

Private  economists  think  the 
gr'owth  target  is  achievable.  Right 


FRANCE'S  BRIGHT 
TRADE  OUTLOOK 

TRADE  SURPLUS 

FOR  GOODS 
AND  SERVICES   


■94       '95       '96  '97* 
A  BILLIONS  OF  FRENCH  FRANCS 
•MINISTRY  Of  FINANCE  PROJECTION 
DATA  ORI/McGRAW-HILL,  BUSINESS  WEEK 


now,  the  economy  is  firing  on  only 
one  cylinder — for-eigii  trade — but 
a  broader  upturn  should  be  under 
way  later  this  year.  Buoyant  for- 
eign demand  and  a  10%'  drop  in 
the  fr-anc  vs.  the  dollar  over  the 
past  six  months  will 
fuel  further  export 
gains.  Fr-ance's  trade 
surplus  hit  a  record 
120  billion  francs  ($21 
billion)  in  1996,  and 
this  year-'s  surplus 
will  top  that  (chart). 
Strong  exports  are 
reducing  excess  in- 
ventories, clearing  the 
way  for-  production  to 
pick  up  in  coming  months. 

However,  a  broader  recovery 
depends  on  stronger  domestic  de- 
mand, but  that  will  have  to  wait 
until  the  second  half.  Recent  data 
on  consumer  spending,  housing 


starts,  and  industrial  output  do 
not  look  encour*aging,  especially 
with  joblessness  at  12.8%.  Still, 
the  Bank  of  Fr-ance's  3.1%  inter 
vention  rate,  the  money-market 
floor,  is  the  lowest  since  1973. 
Low  interest  rates  are  lifting 
prospects  for  housing  and  durabi 
goods,  with  new-car  registrationi 
up  strongly  in  March.  Low  rates 
and  better  growth  prospects  alsi 
will  encour-age  capital  spending, 
Even  if  the  numbers  brighten 
up  in  the  second  half,  low  operalfc 
ing  rates  and  high  joblessness  h 
suggest  that  the  economy  has  f 
plenty  of  room  for  noninflationar 
growth.  Inflation  is  expected  to 
stay  in  the  l%-to-1.5%  r-ange  in 
the  second  half,  eventually  givin; 
the  Bank  of  France  leeway  for  a 
further  slight  cut  in  official  inter 
est  rates  that  will  bring  them  in 
parity  with  German  rates. 
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William  H.  Gates  III  has  nev- 
er been  a  big  tv  watcher. 
But  now  that  digital  televi- 
sion is  coming,  he's  suddenly 
fascinated  by  that  tube  in 
the  living  room.  It's  not  the  idea  of 
catching  Roseanne  in  the  wide  foiTnat  of 
high-definition  television  that  appeals  to 
him.  He's  thinking  about  the  21st  cen- 
tuiy,  and  how  hundreds  of  millions  of 
consumers  around  the  world  could  be 
using  Microsoft  software  to  view  Mici'o- 
soft  content  on  hybrid  rv-computers. 

The  newfound  interest  in  television 
by  the  mogul  of  Mici'osoft  Coip.  and  his 
aUies  in  the  computer  industiy  guaran- 
tees heightened  conflict  with  broadcastei-s 
and  television-set  manufactiu-ers.  Those 
folks  have  spent  the  last  decade 
WTestling  with  the  Federal  Communica- 
tions Commission  and  one  another  to  set 
the  gTound  lules  for  the  kind  of  tv  sets 
and  broadcast  fomnat  to  use  when  the 
U.  S.  switches  over  to  a  digital  system. 
So  the  broadcasters  aren't  welcoming 
Gates's  message.  The  likely  upshot:  Tlie 
transition  to  digital  rv'  will  be  dragged 
out  by  interindustry  sniping.  "It's  a 
grand  tmf  wai',"  says  Lee  McKnight.  an 
associate  du-ector  at  Massachusetts  In- 
stitute of  Technology's  Center  for  Tech- 


A  super-sharp  ' 
television,  a  TV 
that  acts  like  a 
PC,  or  a  PC  that 
acts  like  a  TV? 
Bill  Gates  has  his 
answer.  He  and 
the  PC  makers 
want  to  shape  the 
future  of  consumer 
electronics 


nology.  Policy  &  Industrial  Development. 

Separating  the  camps  are  widely  dif- 
ferent concepts  of  what  the  new  box  in 
the  living  room  should  be.  Digital  TV 
could  be  as  simple  as  a  new  set  with 
movie-screen  proportions  and  dazzlingly 
shaiper  pictures.  But  it  could  also  be  a 
hybrid — a  personal  computer  with  a  big 
screen,  or  a  tv  with  a  PC's  smarts.  How 
that  shakes  out  could  determine  the 
shape  of  the  consumer-electronics  busi- 
ness. If  they're  TVs,  suppliers  such  as 
Sony  and  Zenith  Electronics  Coi"p.  will 
lead  the  market.  If  they're  PCs.  compa- 
nies such  as  Compaq  and  Gateway  2000 
could  prevail.  Then  there's  the  question 
of  what  consumers  will  want — a  crystal- 
clear  picture,  or  a  moderately  sharper 
one  accompanied  by  new  digital  ser- 
vices, such  as  detailed  sports  stats?  Or 
will  a  nation  of  Web-surfers  tune  in 
broadcasts  on  theii-  PCs? 

At  the  start,  broadcasters  have  the 


biggest  say  in  the  outcome.  On  Apr.  o, 
the  FCC  signed  off  on  a  deal  to  lend  each 
TV  station  a  second  channel — fi'ee — to 
transmit  digital  televi.sion  and  other  ma- 
terial of  their  choosing  stalling  in  1998. 
Tliat  means  a  new,  high-capacity,  digital 
pathway  to  the  home  is  fully  under  the 
broadcastei-s'  control.  The  FCC  is  also  let- 
ting broadcasters  send  digital-television 
signals  in  the  "interlaced"  foiTnat  (the 
term  refers  to  how-  images  are  painted 
on  the  screen)  used  on  today's  sets. 
That's  a  victoi-y  for  the  TV-makers:  Or- 


dinaiy  personal  computers  can't  hanijra:,; 
interlaced  signals.  Last  yeai;  Gates  ledtjioti 
unsuccessftil  lobbving  campaign  to  jjfeerr* 
the  FCC  to  mandate  a  PC-compatible  "pwisfl 
gi'essive  scanning"  fonnat.  jjsiij 
But  that  was  one  battle,  not  the  w^K' 
The  computer  crowd  is  pushing  ahtlierpi 
with  dozens  of  digital-TV  plans.  On  P^m^ 
6,  Microsoft  announced  it  will  buy  Wetfay,  ( 
Networks  Inc. — a  startup  whose  Si&arr ; 
set-top  device  provides  Internet  acciBfj.;; 
through  the  TV.  The  deal— for  $425  n*^ 
Hon  in  stock  and  cash — gives  Microsi 


TUNING  INTO 
DIGITAL  TV 

Now  that  the  FCC  has 
set  a  schedule  for  rolling 
out  digital  TV,  various 
interests  are  pushing 
their  agendas: 


TV  MAKERS 


Sony,  Philips,  and  others 
will  build  souped-up  sets 
that  can  also  receive 
data.  They  say  consumers 
don't  want  PCs  in  their 


living  rooms. 


NBC  and  others  pr 
transmit  their  progs 
a  TV-friendly  form; 
hint  that  PCs  that' 
equipped  for  that  < 
will  get  blank  screi 
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■st  commercially  viable  hybrid  that 
to  the  merger  of  television  and 
ite)Tiet.  The  WebTV  Internet  ser- 
>  also  a  logical  outlet  for  progi'am- 
3uch  as  the  Microsoft  Network  and 
3NBC  joint  ventui'e  with  nbc. 
ler  progi'ammers  are  also  devel- 
material  suited  for  WebTV  and, 
day,  digital  TVs.  cbs  Inc.,  for  one, 
tart  a  murder  docudrama  called 
Case  on  Apr.  18,  with  clues  on 
Veb  site  for  viewers  with  Internet 
.  "My  show  was  made  for  Webrv," 


says  producer  Tim  Johnson.  "Watch  the 
show,  then  get  right  into  the  data  with- 
out even  leaving  the  couch." 

PC  makers  boast  that  pc/tv  devices 
that  they  are  developing  will  give  them 
a  huge  new  market  opportunity.  They'll 
push  beyond  the  40%  of  homes  that  now 
own  PCS  into  the  98%  that  have  TVs. 

TV  makers  dismiss  the  notion  that 
consumers  want  anything  terribly  com- 
plex perched  across  from  the  couch. 
"Consumers  don't  want  to  boot  up  a  TV 
and  have  it  crash,"  says  Gaiy  Shapii'o, 


president  of  the  Consumer  Electronics 
Manufacturers  Assn.  Grumbles  Gregg 
Gronowski,  vice-president  of  consumer 
product  management  for  Zenith:  "There 
seems  to  be  a  race  to  slam  a  Pentium 
into  eveiybody's  television.  There's  not  a 
lot  of  sense  to  that." 

Some  giitty  technical  issues  also  di- 
vide the  two  sides,  such  as  the  mode  of 
displaying  data  on  a  screen.  Last  De- 
cember, the  FCC  opted  to  let  the  market 
decide  what  fonnats  to  adopt.  TV  mak- 
ers vowed  to  support  a  complete  set  of 
18  possible  formats  for  how  sharp  a 
televised  pictiu'e  will  be  and  how  mate- 
rial from  different  sources,  such  as  film 
or  video,  will  look  on  the  screen. 

The  PC-industry  leaders  have  their 
own  ideas.  Microsoft,  Compaq  Computer, 
and  Intel  on  Apr.  7  set  forth  a  proposal 
for  just  tlii-ee  basic  display  formats — not 
including  the  broadcasters'  preference, 
interlaced.  PC  makei-s  contend  that  would 
cut  costs  dramatically — to  only  about 
$100  on  top  of  the  cost"  of  a  $1,500  PC,  vs. 
at  least  $2,500  for  digital  rvs  that  ai-e  ca- 
pable of  displaying  all  18  fonnats.  Broad- 
casters, however,  worry  that  some  of 
their  material  might  not  show  up  on 
these  PCS.  Says  Michael  J.  Sherlock,  nbc 
Inc.'s  executive  vice-president  of  tech- 
nology: "I  want  100%'  of  the  households 
who  l3uy  a  new  digital  TV  appliance  to 
have  the  ability  to  receive  it  in  ftill  high- 
definition.  I  don't  think  the  computer 
guys  will  be  able  to  show  that." 
"WHERE'S  THE  BOOTSTRAPr'  PC  makers 
figure  they  have  a  way  to  change  the 
minds  of  broadcasters  and  TV  makers — 
by  getting  to  market  first.  Robert  W. 
Steams,  a  Compaq  senior  vice-president, 
says  he  expects  the  PC  industry  to  sell 
up  to  40  miUion  PCs  equipped  with  digi- 
tal-TV  decoders  by  2002.  That  compares 
with  the  consumer-electronics  industiy's 
estimate  of  1  million  digital  TVs  for  the 
same  period.  TV  makei-s  can't  sell  enough 
digital  sets  to  stimulate  ci'eation  of  new 
digital  content,  argues  Gates.  "Where's 
the  bootstrap?"  he  asks.  "How  are  you 
going  to  get  enough  viewers?" 

And,  computer-industry  executives 
point  out,  they  may  not  need  to  worry 
about  what  broadcasters  want.  If  they 
can  dehver  tens  of  milhons  of  "view- 
ers," they  figure  progi'ammers  will  cir- 
cumvent the  broadcast  nets,  by  using 
the  Internet,  cable  television,  or  satel- 
lites. "While  [broadcasters]  do  have  a 
bottleneck  facility  now,  they  understand 
that's  not  a  sustainable  position,"  says 
MIT's  McKnight.  Broadcasters  counter 
that  no  format  can  succeed  if  it  doesn't 
have  the  popular  progi-ams  they  own. 

Don't  expect  any  clear-cut  victories, 
though.  In  this  converging  market,  it's 


MAKERS 


MICROSOFT 


PROGRAMMERS 


Gateway  2000,     By  buying  WebTV  Net-       Content  creators  like  any 


;  are  betting 
iteractivity  and 
of  PCs  will 
n  best  for 


works  and  working  with 
PC  makers,  the  software 
giant  is  hoping  to  extend 
its  influence  to  the  98% 
of  homes  with  TVs. 


and  all  digital  TV 
schemes  because  they 
allow  new  kinds  of  pro- 
gramming and  new  out- 
lets for  existing  programs. 
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hard  to  find  anybody  who's  locked  into 
one  camj).  Take  TV  maker  Sony.  It  man- 
ufactiu'es  the  WebTV  device,  whose  des- 
tiny is  now  controlled  by  Microsoft.  It 
also  makes  pes  and  video  production 
equipment  that's  tied  closely  to  broadcast 
standards.  So  Sony  stands  to  win  no 
matter  which  standards  catch  on.  nbc. 


meanwhile,  is  a  partner  with  Microsoft 
in  MSNBC,  but  its  technology  giuns  such 
as  Sherlock  are  wary  of  Gates's  plans. 

Will  the  battle  for  digital-TV  lead  to 
digital  convergence  in  the  global  elec- 
tronics industiy?  "We  aO  depend  on  each 
other  to  create  this  digital  revolution. 
None  of  us  can  do  it  alone,"  says 


Michael  D.  Culver,  vice-president 
general  manager  of  the  consumer 
sion  of  PC  maker  Acer  America 
That's  why,  for  now,  the  main  actiJ 
digital  TV  \vill  take  place  off  screer; 

By  Robert  D.  Hof  in  San  Fram^ 
with  Gary  McWilliams  in  Houstorit' 
bureau  reports 


III 


PAUL  ALLEN.  EVERYWHERE  MAN 


ALLEN:  His  WebTV 
gain:  $88  million 


How  many  hats  can  one 
busy  billionaire 
wear?  Microsoft 
co-founder  Paul  G. 
Allen  may  be  going 
for  a  record.  He 
has  founded  or 
invested  in  / 
dozens  of  tech-      '  ■ 
nology,  new-me- 
dia, and  enter- 
tainment 
companies. 
Over  the  years, 
his  holdings 
have  gi"own  to 
include  stakes  in 
DreamWorks  SKC, 
Ticketmaster,  c/net 
and  others.  He's  a 
nearly  ubiquitous  pres- 
ence in  the  world  of  dig- 
ital "content." 

So  ubiquitous,  in  fact 
that  the  44-year-old 
finds  himself  in  situations  that  could 
lead  to  thorny  questions  about 
whei'e  his  allegiances  lie.  Can  Allen 
fulfill  his  fiduciary  duties  to  Mi- 
crosoft Corp. — where  he's  a  director 
and  the  second-largest  shai'ehold- 
er — while  not  slighting  his  other 
companies? 

WEBCAST  NEWS.  Two  recent  deals 
point  up  the  risk.  On  Apr.  3,  Walt 
Disney  Co.  announced  that  it  was 
acquiring  a  stake  in  Allen's  Star- 
wave  Coi'p.,  a  producer  of  cd-PvOms 
and  Web  sites.  Starwave,  where 
Allen  remains  the  lai'gest  single 
shareholder,  is  developing  a  24-hour 
news  site  with  Disney's  ABC  called 
ABCNEWS.com.  Microsoft  competitors 
Netscape  Communications  Corp.  and 
America  Online  Inc.  are  also  part- 
ners in  ABCNEWS.com.  The  site  will 
compete  with  MSNBC,  which  is 
owned  by  NBC  and  Microsoft. 
Industry  sources  estimate  that  Dis- 
ney paid  $100  million  for  30%  of 
Starwave. 


Then,  on  Apr  6,  Mi- 
crosoft announced  it  was 
^    paying  .$425  milhon  to 
acquire  WebTV  Net- 
works Inc.,  which 
has  a  system  for 
letting  consumers 
cruise  the  Inter- 
net via  their  TV 
sets.  Allen,  who 
paid  about  $10 
million  for  a  9% 
stake  in  WebTV, 
will  receive  $38 
milhon  in  the 
deal.  Neither 
Allen's  spokes- 
woman nor  a 
Microsoft  spokesman 
would  say  whether  or 
ot  Allen  voted  with  oth- 
er Microsoft  directors 
on  the  deal. 

In  Sihcon  Valley,  blur- 
ry  loyalties  are  common- 
place. Venture  capitalist  Arthur-  Rock 
served  simultaneously  on  the  boards 
of  Apple  Computer  Inc.  and  Intel 
Coip.  And  to  his  credit,  Allen  appears 
to  have  no  "secret  agenda,"  says  Stan- 
foi'd  University  law  professor  Joseph 
Grundfest.  "As  far  as  I  can  tell,  no 
one  has  pointed  to  a  situation  where 


anyone  was  disadvantaged  by  Alle; 
[overlapping]  involvement." 

Still,  the  potential  for  conflicts  is 
gi'owing.  "There's  a  possible  antitin 
problem  here,"  says  corporate-gove: 
nance  expert  Nell  Minow  of  the  Le/J 
Fund.  "If  both  companies  are  in  the 
same  business,  there's  no  way  a  hu 
man  being  can  give  each  of  them  th' 
best  of  his  energy  and  focus.  [Allen 
roles]  create  an  appearance  problen 
that  an  investor  really  shouldn't  ha\ 
to  woriy  about." 

HANDS  OFF.  Allen's  spokeswoman 
says  he  "is  very  cognizant"  of  the 
possibihty  of  conflicts  and  "takes 
steps  to  mitigate  that  on  a  personaljj 
level."  She  points  out  that  Allen  is 
not  involved  in  the  day-to-day  open' 
tions  of  Microsoft  or  Stai-wave. 

Microsoft  Chairman  William  H. 
Gates  III  has  no  qualms  about  his 
pal's  extracurricular  activities.  "The! 
fact  that  Paul's  out  making  invest- 
ments in  these  things  makes  him  a 
better  [Microsoft]  director,"  Gates 
says.  In  fact,  Allen's  far-ranging 
business  interests  helped  him  grasp; 
the  significance  of  the  Internet  be 
fore  Gates  did.  Still,  Allen's  networl 
ing  is  hardly  a  model  for  corporate  i 
governance. 

By  Elizabeth  Lesly  in  New  York 


Too  Many  Hats? 

Billionaire  Paul  Allen  is  Microsoft's  second-largest  shareholder 
and  still  sits  on  the  board  of  the  company  he  co-founded.  But  his 
other  interests  may  pose  potential  conflicts. 

E2I!iri33IZ3  It  makes  interactive  games  and  operates  Web  sites  such  as 
ESPNet/SportsZone.  Aitfiough  Allen  remains  the  largest  shareholder,  Disney  recently 
bought  a  stake  and  plans  an  ABCNEWS.com  Web  site  to  compete  with  MSNBC,  a 
Microsoft-NBC  joint  venture. 

■  Allen  owns  nearly  20%  of  the  fledgling  film  studio. 

Through  DreamWorks  Interactive,  a  joint  venture  with  Microsoft,  DreamWorks  com- 
petes with  Starwave's  game  business. 

Allen  was  an  early  investor,  with  a  9%  stake.  Microsoft 
will  acquire  WebTV  for  $425  million,  netting  a  big  return  for  early  investors  like  Allen. 
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JORGATE 


SECOND  SET  OF  BOOKS' 
IR  THE  DEMOCRATS? 

DNC  directed  unreported  donations  to  key  states 


lad  been  a  long  night  of  back-to- 
ck  fund-raisers  in  Washington  last 
ly  30.  But  an  indefatigable  Presi- 
Clinton  pressed  on  with  his  third 
t,  dining  on  sea  bass  at  a  dinner 
iged  by  controversial  fund-raiser 
Huang  with  a  select  gi'oup  of  Tai- 
se-Ameiican  businessmen  and  their 
ies  at  the  swank  Jefferson  Hotel, 
dinner  pulled  in  nearly  $500,000  in 
money"  for  Democratic  Party  ac- 
js — and  more.  Several  weeks  later, 
ittendee.  Ken  Sen-Jong  Hsui,  wi'ote 
,000  in  checks  directly  to 
J  organizations  in 
battleground 
s — Califor- 
llinois,  Flori- 
nd  Michigan, 
ose  donations 
hundreds  like 
,  are  raising  ques- 
about  whether  the  Dem- 
ic  National  Committee,  with 
e  House  help,  skilled  fed- 
3lection  laws  by  dii-ecting  donors  to 
contributions  into  state  party  cof- 
The  pattern  of  giving  can  be  seen  in 
itly  released  documents  of  fomier 
e  House  Deputy  Chief  of  Staff 
Id  M.  Ickes. 

IG  AGAIN.  The  files  show  the  dnc 
ted  $4  million  into  key  states.  That 
it  the  DNC  could  avoid  reporting 
lonations  to  the  Federal  Election 
mission,  which  only  regulates  fed- 
^ving.  The  implication:  "You  have  a 
nal  party  ininning  a  second  set  of 
s  with  money  they  didn't  report 
appear  to  have  controlled,"  says 
er  FEC  official  Kent  C.  Cooper,  now 
tor  of  the  nonpartisan  Center  for 
lonsive  Politics.  "These  are  ques- 
ble  practices  that  could  be  skirt- 
he  law."  A  DNC  spokeswoman  says 
living  was  perfectly  legal, 
le  new  disclosures  mean  the  Dem- 
s  raised  more  than  the  $124  million 
ft  money  they  reported  to  the  fec. 
'over,  the  files  point  to  an  even  big- 
und-raising  role  for  Huang  than  the 
ocrats  have  previously  acknowl- 
d.  For  example,  the  $110,000  from 
Jong  Hsui  (pronounced  shoe),  owner 
uwan's  Prince  Motors  Co.,  was  so- 
d  by  Huang.  Contributions  by  Hsui, 
has  dual  U.  S.  and  Taiwanese  citi- 
lip,  seem  legal.  Yet  the  dnc  appears 
ive  wanted  to  hide  them.  A  soui'ce 


says  one  possible  reason  is  that  Hsui's 
family  is  close  to  Taiwan  President  Lee 
Teng-hui,  and  the  contribution  could  be  a 
thank-you  to  Clinton  for  having  allowed 
Lee  to  visit  the  U.  S.  in  1995.  Hsui  did 
not  return  phone  calls.  Repeated  calls 
to  the  White  House  went  unanswered. 

The  White  House  may  have  wanted 
to  hide  $150,000  in  donations  fi'om  Philip 
Moms  Cos.  and  R.J.  Reynolds  Tobacco 
Co.  These  donations,  beyond  the  $62,500 
in  soft  money  the  companies  openly  gave 
to  the  DNC,  came  at  a 
time  when  the  Ad- 
ministration was 
calling  for  tighter  in- 


members  to  send  $228,000  into  five 
states.  This  is  on  top  of  $253,000  the 
family  donated  to  the  dnc,  most  of 
which  has  since  been  returned.  Kan- 
chanalak's  giving  is  under  investigation 
by  the  Justice  Dept.  and  Congi-ess. 

Some  donors  may  have  had  their  own 
reasons  for  laying  low.  The  Chippewa 
Indian  tribe  of  Sault  Sainte  Marie, 
Mich.,  for  example,  pour-ed  $150,000  into 
five  states.  The  checks  were  written 
one  day  before  Clinton  was  to  name 
members  of  a  federal  commission  to 
study  gambling  issues  of  vital  intei'est  to 
the  tribe.  A  Chippewa  spokeswoman 
says  the  timing  is  a  coincidence. 
ICKES  FILES.  Similarly,  Carl  H.  Lindner's 
American  Financial  Corp.,  which  owns 
the  Chiquita  banana  operation,  gave 
$70,000  to  seven  state  fimds,  on  top  of 
$115,000  he  donated  to  the  DNC.  The 
state  checks  went  out  on  Apr.  12,  1996, 
a  day  after  the  LI.  S.  filed  complaints 
with  the  World  Ti-ade  Organization 
against  Europe's  banana  import  limits. 
Lindner  did  not  return  calls.  Donations 
by  Pamela  Liapakis,  past  president  of 


CALIFORNIA 


ILLINOIS 
OHIO 

MICHIGAN 
FLORIDA 


AMOUNT 

$428,000 

344,000 
329,000 


303,000 


All  Over  the  Map 

Where  some  of  the  directed  dollars  went: 

SELECTED  DONORS 

R.J,  Reynolds;  Union  Pacific;  Greek-American  steel  exec 
Nikos  Kefalidis;  Praitun  Kanchanalak,  mother-in-law  of  Thai 
businesswoman  Pauline  Kanchanalak 

Teamsters  union;  Chippewa  Indian  tribe 

Ex-Rose  law  firm  partner  Joseph  Giroir;  Atlanta  lawyer  David 
Gofrin 

Ohio  business  exec  Garl  Lindner;  Pamela  Liapakis,  past 
president  of  the  Association  of  Trial  Lawyers  of  America 


289,000  '  Williams  Oil;  Ken  Sen-Jong  Hsui,  a  Taiwanese-American 
;  businessman 

DATA  WHITE  HOUSE,  DEMOCRATIC  NATIONAL  COMMIHEE  DOCUMENTS,  BUSINESS  WEEK 


dustry  regs  and  criticizing  cop  candi- 
date Bob  Dole's  tobacco  support.  An  r.jr 
spokeswoman  says  the  dnc  soHcited  the 
contributions  and  told  \im  which  states 
could  use  the  money.  Was  the  DNC  try- 
ing to  hide  the  donations?  Says  the 
spokeswoman:  "That's  certainly  one  of 
the  conclusions  that  could  be  reached. 
This  is  the  irony  of  the  whole  thing, 
with  [the  campaign]  taking  a  stand 
against  tobacco  money  and  yet  accepting 
it  thi'ough  other  venues."  Phihp  Moms 
did  not  return  calls. 

Still  other  givers  may  have  raised 
red  flags  at  the  White  House.  Pauline 
Kanchanalak,  a  Thai  dealmaker  who 
helped  arrange  White  House  dinners 
and  coffees  for  ethnic  Chinese  execs, 
was  directed  along  with  several  family 


the  Association  of  Ti'ial  Lawyers  of 
America,  came  three  weeks  after  Clin- 
ton's veto  of  the  tort  reform  bill.  Lia- 
pakis would  not  comment. 

Some  of  the  state  party  I'ecipients 
are  perturbed  that  the  dnc  directed 
this  money  to  them.  Ohio  Chairman 
David  J.  Leland  is  said  by  another  state 
Democratic  official  to  be  upset  that  10% 
of  the  $1.1  million  he  got  from  the  DNC 
in  '96  was  questionable  money,  because 
he  is  worried  he  may  have  to  return 
it.  Leland  did  not  return  calls. 

These  revelations  fi'om  the  Ickes  files 
suggest  a  whole  new  dimension  to  Dem- 
ocratic fiind-raising  excesses.  The  trail  of 
potential  campaign-finance  abuses  now 
extends  to  at  least  40  states. 

By  Paula  Lhvyer  in  Washington 
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HEALTH  CARE 


HOW  KAISER'S  COST-SLASHING 
NICKED  ITS  IMAGE 

T\vo  big  states  suspect  the  HMO  may  have  cut  corners,  too 


In  its  51  years,  Kaiser  Perma- 
nente,  the  nation's  oldest  health 
maintenance  organization,  has 
prided  itself  on  providing  quality 
care.  Indeed,  the  Oakland  (Calif.) 
nonprofit  spends  98%  of  every 
health-care  dollar  it  receives  on 
patient  care.  That  has  helped  the 
$13  billion  behemoth  sign  up  some 
7.9  million  members  nationwide, 
more  than  any  other  hmo.  But 
these  days,  Kaiser's  sterling  repu- 
tation is  being  tarnished. 

In  recent  months,  state  and  fed- 
eral authorities  have  launched  in- 
vestigations into  Kaiser  practices 
in  Texas  and  California.  The 
probes  examine  issues  ranging 
from  inadequate  staffing  at  hospi- 
tals to  poor  emergency-care  ser- 
vice and,  in  Texas,  a  high  number 
of  wrongful-death  suits.  They  fol- 
low sweeping  efforts  initiated  by 
Kaiser  to  control  costs,  raising  the 
question  of  whether  Kaiser  may 
be  cutting  too  deeply.  "That's  a 
big  concern  we've  had  with  HMOs 
in  general 


THE  ALMANYS 
IN  '88:  Was 

Trevor's  death 
says  Reggie  James,  due  to  delays? 


the  Southwest  regional  director 
for  the  Consumers  Union.  "In  an  ef- 
fort to  be  more  competitive  and  cut 
costs,  they  are  cutting  sei-vices."  Kaiser 
vehemently  denies  any  wrongdoing. 
PRIME  TARGET?  Kaiser's  biggest  woes 
are  in  the  Lone  Star  State,  where  it's 
among  the  top  10  HMOs  and  is  in  a 
nasty  legal  battle  with  the  Texas 
Insurance  Dept.,  which  regulates  HMOs. 
In  a  yet-to-be-released  r'eport,  Texas 
officials  are  highly  critical  of  Kaiser. 
Court  papers  filed  in  a  dispute  over 
releasing  the  report  indicate  that 
the  review  stemmed  from  numerous 


complaints  about  poor-quali- 
ty care,  allegations  that 
Kaiser  improperly  discour- 
ages emergency-room  care, 
and  the  filing  of  at  least  20 
wrongful-death  suits  against  the  HMO  in 
the  Dallas-Fort  Worth  area.  Insurance 
Dept.  records  also  indicate  that  Kaiser 
has  lost  some  $71  million  since  1991  in 
Texas. 

One  wi'ongful-death  suit  was  brought 
in  1995  by  Ti-acey  M.  Almany,  whose 
husband,  Ti-evor,  died  in  December, 
1993.  The  suit  alleges  that  Kaiser's  net- 
work physician  and  its  Texas  subsidiaiy 
were  gi"ossly  negligent  in  improperly 
diagnosing  her  husband's  heart  condi- 
tion and  failing  to  get  him  admitted  to 
the  closest  emergency  room.  Kaiser  de- 


clined to  comment  on  the  suit,  whii 
pending  in  U.S.  District  Court  in  ij^j 
las.  But  Kaiser's  Texas  spokesj; 
David  O'Grady,  says  that  becisi 
Kaiser  is  the  only  HMO  in  Texas  ti 
sume  legal  liability  for  its  doctors,  ^19 
named  in  a  disproportionate  amouii  oi 
malpractice  suits.  As  a  result,  0'G  _ 
says,  Kaiser  is  a  more  likely  litigjS 
target  than  competitors.  j  i 

Kaiser  recently  won  a  sj^ 
court  order  sealing  the  Texadjj 
port,  which  O'Grady  calls  "AjB 
through  and  through"  and  'IomI 
with  inaccuracies  and  erromttB 
conclusions."  Kaiser  contends  lat 
officials  botched  the  investigaiB, 
misapplied  the  law,  contradi'^ 
reports  by  their  own  consult£« 
and  attempted  to  release  c(tfi- 
dential  information.  On  Apr.(8 
Kaiser  will  ask  the  court  tc 
continue  the  injunction  seaUngte 
report. 

SHUTTERED  HOSPITALS.  Meanwte 
Texas  State  Attorney  General  ai 
Morales  says  there  are  "sufficlB 
grounds  and  justification"  forte 
state  to  yank  Kaiser's  hmo  Ucea4 
Morales  says  those  grounds 
separate  from  findings  in  the 
port.  He  says  his  office  has 
ceived  complaints  about  Ka 
skimping  on  emergency-room 
vices — even  though  the  companji 
1995  settled  a  lawsuit  with  Mors^ 
office  over  denial  of  benefits  to  Ka, 
members  who  received  emergency  dr; 
at  non-Kaiser  facilities.  "We  now 
indications  that,  essentially,  Kaise  ; 
going  back  to  their  old  practices," 
says.  O'Grady  says  that  there  Im 
basis  for  shuttering  the  hmo's  Teii: 
operations.  i 
Back  in  its  home  state.  Kaiser  f;k 
a  probe  by  California's  Health  Serv  ^ 
Dept.  In  conjunction  with  the  fed^ 
Health  Care  Financing  Administrate, 
California  is  looking  into  four  pat 
deaths  in  the  emergency  room 
Kaiser-  hospital  in  Richmond.  On  Ap 
Kaiser  ChaiiTnan  David  Lawrence 
ceded  that  Kaiser's  own  investiga 


WHAT 

AILS 

KAISER 


LAWSUITS 

Kaiser  has  faced  at 
least  20  wrongful 
death  suits  in  the 
Dallas-Fort  Worth  area 
since  1990.  California 
state  officials  are 
investigating  four 
deaths  in  a  Richmond 
hospital. 


LICENSE  REVIEW 

Texas  Attorney  General 
Dan  Morales  says  the 
state  has  "sufficient 
grounds"  to  revoke 
Kaiser's  license.  Issues 
include  quality-of-care 
concerns  and  $71  mil- 
lion in  losses  since 
1991. 


CREDIBILITY 

A  yet-to-be  released 
report  by  the  Texas 
Insurance  Dept.  accus- 
es Kaiser  of  discourag- 
ing members  from 
using  emergency  ser- 
vices, possibly  violating 
a  prior  agreement  not 
to  do  so. 


LABOR  UNREST 

The  California  Nurses 
Assn.  has  called  a  on 
day  strike  at  many 
Kaiser  clinics  and  hos- 
pitals. Nurses,  who 
want  better  pay  and 
benefits,  have  also 
voiced  concerns  about 
Kaiser's  quality  of  care 
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Building  a  Website  that  will  attract  millions  of  fans  requires  a  powerful  teammate.  An  IBM  RS/6000'  Internet  solution  handles 
'  of  the  busiest  Websites  around:  the  NHL,  the  Olympic  Games,  the  PGA  of  America,  even  Wimbledon,  to  name  a  few.  The  reason? 
credibly  scalable  UNIX'  operating  system,  AIX'  gives  the  RS/6000  the  flexibility  to  rise  to  any  challenge  -  now  or  down  the  road, 
you're  building  an  Internet  site  for  millions  or  an  intranet  for  hundreds,  we'll  help  design  a  winning  solution  for  your  business.  To  learn 
tall  of  our  RS/6000  solutions,  stop  by  www.rs6000.ibm.com/solutions  or  call  1 800  IBM-2468,ext.  FA057. 
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showed  that  the  emergency  I'oom  does 
not  meet  federal  standards.  Problems 
included  inadequate  medical  documen- 
tation and  staffing. 

Again,  cost-cutting  may  be  tii  blame. 
The  complaints  about  the  Richmond  fa- 
cility arose  after  Kaiser  scaled  back 
services  there  and  set  plans  to  shutter 
two  of  its  five  hospitals  in  the  East 
Bay,  near  San  Francisco.  That  move 


has  infuriated  the  California  Nurses 
Assn.  In  a  complaint  lodged  with  the 
California  Corporations  Dept.,  which 
oversees  hmos  operating  in  the  state, 
the  nurses  charge  that  quality  of  care 
has  fallen  since  the  hospital  closings. 
The  union,  which  represents  about 
25,000  nurses  in  Northern  California, 
plans  a  one-day  strike  against  Kaiser 
on  Apr.  16. 


Kaiser  says  it  is  working  diligijti 
to  clean  up  its  act.  "There's  been  ill 
of  bashing.  But  the  fact  is,  we  t| 
acknowledged  the  problems,  anCj^ 
are  correcting  them,"  says  spok 
woman  Beverly  Hayon.  That  may 
little  comfort  to  the  likes  of  Tr';i 
Almany. 

By  Stephanie  Anderson  Fore^ 
Dallas  and  Eric  Schine  in  Los  Ar 


COMMENTARY 


By  Catherine  Yang 

MONEY  m  MEDICINE:  PHYSICIAN,  DISENTANGLE  THYSELF 


( 


Even  if  the  investigation  into  pos- 
sible fi'aud  at  Columbia/HCA,  the 
nation's  largest  for-profit  hospital 
chain,  never  leads  to  a  trial  or  a  con- 
viction, it  has  already  accomplished 
something  important:  It  has  drawn 
public  attention  to  a  pi'oblem  that 
has  been  festering  in 
the  U.  S.  health-care 
industry  for  the  past 
five  years.  Among  other 
issues,  the  probe  is  fo- 
cusing on  the  various  fi- 
nancial arrangements 
that  the  company  uses 
to  recruit  doctors — deals 
that  mclude  giving  physi- 
cians a  stake  in  the  hospi- 
tals where  they  refer  pa- 
tients. That  practice,  though 
not  necessarily  illegal,  sets  up 
a  massive  conflict  of  interest: 
Can  doctors  strive  to  pro- 
vide the  best  possible  care 
while  at  the  same  time  at- 
tempting to  maximize  profits 
for  the  hospital? 

It's  not  a  brand  new  issue. 
Doctors  have  had  stakes 
in  hospitals,  clinics,  and 
other  facilities  for  years 
But,  as  health  care  con- 
tinues its  restructuring 
into  a  mostly  for-profit  system,  hospi- 
tal operators  have  grown  more  ag- 
gressive in  cutting  deals  to  get  top 
doctors.  The  name  of  the  game  is  to 
bring  in  the  physicians  who  can 
bring  in  the  business.  But  once  the 
doctors  are  owners,  they  have  eveiy 
incentive  to  cut  costs  by  sometimes 
denying  care  or  to  boost  the  bottom 
line  by  sometimes  prescribing  a  more 
costly  course  of  treatment. 

Figuring  out  a  way  to  reward  doc- 
tors aopropriately  in  the  new  sys- 
tem— while  ensuring  quality  patient 


care — is  the  "most  important  topic  to 
be  addressed  in  health-care  manage- 
ment over  the  next  five  years,"  says 
Peter  S.  Stamos,  a  New  York  City 
health-care  consultant.  In  the  mean- 
time, thei'e  is  a  foundation  on  wliich 
immediate  reform  measm-es  can  be 


QUICK  PRESCRIPTION 

Prohibit  doctors  from 
investing  in  for-profit 
hospitals 


built.  In  VJ12,  Congi'ess  jjassed  an 
antikickback  law  prohibiting  induce- 
ments to  physicians  to  make  referi-als 
for  Medicare  business.  In  1989  and 
1993,  lawmakers  followed  up  with  the 
so-called  Stark  laws,  which  essential- 
ly bari'ed  doctors  from  referring  pa- 
tients to  certain  medical  facihties  in 
which  the  physicians  have  a  financial 
interest.  As  a  result,  in  many  cases,  a 
doctor  can  no  longer  own  a  testing- 
facility  and  ship  patients  there. 

The  first  step  is  for  prosecutors  to 
enforce  existing  laws.  Then,  lawmak- 


ers should  extend  the  laws'  reach 
Under  cui-rent  statutes,  doctors  can] 
own  up  to  40%  of  a  hospital  as  longi 
as  no  more  than  40%  of  hospital  revj 
enues  come  from  their  referrals. 

Here's  a  better  idea:  Ban  doctor  ir 
vestments  in  hospitals  altogether.  En 
ployee  ownership  is  fine  for  many 
businesses.  But  doctors  and  hospitals! 
are  "not  selling  a  product  like  shoes,'i 
says  Dr.  Ai-nold  S.  Rebnan,  editor-in- 
chief  emeritus  of  the  New  England 
Journal  of  Medicine.  "We  deal  vrith 
the  vital  personal  interests  of  how 
people  live  and  die."  For-profit  hospi- 
tals don't  need  doctors'  capital 
And  the  efficiencies  physician 
ownership  encom'ages  are  vast 
ly  outweighed  by  the  potential! 
for  hai-m  to  patients. 
NEW  LAWS.  The  Columbl 
probe  also  raises  broadei 
questions  about  physicia 
compensation.  As  the  na 
tion  moves  deeper  into  for- 
profit  medicine,  physicians  are 
seeing  more  of  their  practices 
tied  to  financial  incentives.  On 
example:  capitation  deals 
in  which  insurers  pay 
physicians  fixed  annual 
fees  to  cover  each  pa- 
tient's treatment.  Critics 
say  such  schemes  encourage  doctors 
to  withhold  care.  Now,  several  state 
are  considering  proposals  to  regulat 
capitation. 

Certainly,  hospitals  and  doctors 
both  must  operate  moi'e  efficiently. 
But  the  health-care  world  must 
strike  a  balance  that  preserves  high- 
quality  care.  That  way,  doctoi's  can 
refer  to  the  Hippocratic  Oath,  rathei 
than  their  investment  portfohos,  for 
inspiration. 


Yang  covers  consumer  issuer 
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When  you're  rolling  out  a  new  design,  it  helps  to  get  a  jump  on  the  competition.  That's  why  BMW,  Chrysler,  Ford,  Honda  and 
edes-Benz  rely  on  a  total  workstation  solution:  the  IBM  RS/6000'  Working  side  by  side,  we  helped  these  companies  build  tailored 
ions  that  run  the  leading  design  applications.  The  result?  Design  teams  around  the  world  can  share  ideas  and  work  more  closely 
her  -  helping  to  reduce  the  time  it  takes  to  bring  new  models  to  market  and  new  customers  into  showrooms.  How  can  an  RS/6000 
ion  drive  your  business?  Stop  by  www.rs6000.ibm.com/solutions  or  call  1  800 IBM-2468.  ext.  FA058. 
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LABOR  TAKES  THE  AIR 
OUT  OF  CM  S  TIRES-AGAIN 

Just  as  sales  get  pumping  comes  a  rising  threat  of  more  strikes 


Gordon  Stewart  has  been  having  a 
tough  time  keeping  up  with  de- 
mand for  Malibu  sedans  and  Ven- 
ture minivans  at  his  three  Chevrolet 
dealerships  in  Florida  and  Michigan. 
But  just  when  it  seems  his  pleas  for 
more  cai's  are  being  heard  back  at  head- 
quarters, General  Motors  Corp.  has 
been  caught  in  another  brush  war  with 
the  United  Auto  Workers.  On  Apr.  4, 
workers  at  the  Malibu  factoiy  in  Okla- 
homa City  walked  out.  "It  never  fails," 
he  moans.  "Wlien  I  finally  get  enough 
inventory,  a  strike  hits." 

Labor  troubles  are  once  again  tak- 
ing the  air  out  of  gm's  tires — and  right 
at  a  time  when  gm  shows  signs  of  a 
comeback  ft'om  years  of  market-share 
decline.  Thanks  to  new  models  such  as 
the  Malibu  and  well-executed  redesigns 
of  old  standbys  such  as  the  Pontiac 
Grand  Pinx  and  Buick  Park  Avenue,  GM 
racked  up  an  impressive  4.1%  sales  gain 
in  March — while  Ford  Motor  Co.  and 
Chrysler  Corp.  posted  declines. 
"TEST  CASE."  The  Oklahoma 
City  strike  stems  largely 
from  the  measures  that  gm 
has  taken  to  make  itself 
competitive.  The  new  Malibu 
family  sedan  and  its  sister,  the  Olds 
Cutlass,  have  been  designed  to  require 
20%  less  labor  to  manufactm-e  than  theii- 
predecessors,  gm  says  the  union  in  Ok- 
lahoma City  agreed  to  the  elimination  of 
about  900  jobs  in  order  to  land  the  Mal- 
ibu. But  the  union  denies  it  ever  signed 
onto  such  a  deal.  "Oklahoma  City  is  a 
test  case  for  whether  gm  can  pi'oduce  its 
new  models  more  efficiently,"  says 
David  Healy,  auto  analyst  with  Bum- 
ham  Securities. 

Jacking  up  pi'oductivity  is  key  to  (;m's 


BUICK 
PARK 
AVENUE 


profit  turnaround.  The  auto  maker's 
North  American  automotive  net  [jrofit 
mai'gins  have  averaged  less  than  1%  over 
the  past  tlu'ee  years.  So  gm  wants  to  re- 
duce head  count  in  its  factories  by  up 
to  20%  over  the  next  5  to  10  years,  ana- 
lysts say.  Assuming  GM  will  make  head- 
way on  that  without  provoking  long-last- 
ing labor  troubles,  the  analysts  have  been 
predicting  that  gm's  earnings  will  rise 
43%'  tills  year,  to  $5.7  billion. 

Whatever  happens  on  the  pro- 
ductivity ft'ont  isn't  affecting  ana- 
lysts' enthusiasm  about  what's  hap- 
pening in  the  showi-ooms.  gm's  minivan 
sales  shot  up  61%'  in  March,  while  the 


CHEVY 


*Sales  increase  from  March  1996  to  March  1997 

racy  new  Pontiac  Grand  Prix  surged 
88%  over  its  predecessor.  "The  plan  is 
for  our  market  share  to  keep  rising,  so 
that  by  the  end  of  the  year  we're  con- 
sistently in  the  mid-32%>  range,"  says 
Michael  C.  DiGiovanni,  executive  direc- 
tor of  gm's  market  research. 

That  would  signal  a  reversal  of  for- 
tune for  GM,  which  saw  its  annual  U.  S. 
market  share  hit  a  postwar  low  of  31.3% 
in  1996.  "We're  officially  back  in  the 
game  now,"  boasts  DiGiovanni.  Still,  an- 
alysts worry  that  gm  has  staked  much 
of  its  gTowth  plan  on  new  car  models 
when  buyers  are  demantling  trucks.  A 
redesign  of  gm's  aging  full-size  pickup 
truck  is  still  more  than  a  year  off,  while 
its  flill-size  sport  utility  vehicle,  the  Sub- 
urban, is  two  years  away  from 
\  overhaul. 

The  biggest  problem  with  cjm's 
revival   strategy  remains  its 
strained  relations  with  the  uaw. 
Since  the  union  ratified  a  national 


auto  pact  last  fall,  Chiysler  and  )rd 
have  nailed  down  nearly  all  their  loa] 
plant  contracts.  In  contrast,  about  sIgU 
factories  remain  unsigned.  Strikes^ 
possible  at  a  pickup  tinck  plant  in  Pjil 
ac,  Mich.,  a  steering-geai-  plant  in 
naw,  Mich.,  and  at  the  Dayton  ((|^ 
brake  factoiy  that  closed  for  tlu'ee  wjjij 
last  year,  briefly  shutting  down  the  jite 
maker's  entire  U.  S.  operations  and  ^ 
ing  GU  $900  milhon. 


Analysts  say  assembly-plant  stre.- 
such  as  the  one  in  Oklahoma  City 
less — about  $25  miUion  a  week — ^bei 
they  don't  trigger  other  factory  s' 
downs.  Eventually,  though,  predl 
Sean  McAlinden,  a  labor  economisl 
the  University  of  Michigan,  "cm 
these  parts  plants  is  going  to 
loose  with  a  big  strike  that'll 
GM  down." 

LOST  BUSINESS?  gm's  solution  S( 
is  to  defer  some  of  its  badly  nei 
pi-oductivity  gains.  For  exampl( 
settled  a  two-week  strike 
month  at  a  Fort  Wayne  (Ind.)  pie 
truck  factory  by  agi'eeing  to  hire 
workers,  gm  will  still  be  able  to  cut. 
more  slowly:  About  750  workers  willl 
eliminated  at  the  plant  over  the  m- 
three  years  tlu'ough  attrition,  McAlin« 
estimates.  The  auto  maker  is  expecteck 
settle  for  a  similar  arrangement  in  01 
homa  City.  "These  are  potholes  in 
road  [to  I'ecovery],"  says  McAlinden, 
If  the  Oklahoma  City  strike  ling 
and  walkouts  spread,  supplies  of  ' 
new  models  will  dry  up.  Then,  GM  ri; 
losing  some  new  customer's  like  Mich 
J.  Hartmann,  who  bought  a  Pont 
Ti'ansSporl  minivan  last  month  af 
driving  Chrysler  minivans  for  11  ye; 
"I  never-  even  consider'ed  the  old  loi 
nose  gm  minivan,"  says  the  44-year-- 
Wilmington  (Del.)  father-  of  thi'ee.  "nI 
gm  has  new  pr-oducts  that  give  me  nice 
choice."  But  that's  only  if  the  shiny  n 
vehicles  r-each  dealer  lots.  For  that 
happen,  gm  must  find  a  way  to  fix  its 
bor  j)roblem. 

By  Keith  Naiigliton,  with  Bill  V 
sic,  in  Detroit 
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. .  i.,: . :  acific  Northwest  National  Laboratory,  the  National  Institutes  of  Health  and  other  leading  research  centers  la.  .  ,  ;a  of 
.1  proportions,  they  start  with  a  powerful  solution:  the  IBM  RS/6000  SR*  Its  unique  ability  to  perform  large-scale  connputer  simulations 
Jes  scientists  and  researchers  with  new  ways  to  design  lifesaving  drugs,  locate  oil  reserves,  even  clean  up  the  surroundings  -  in  less 
ind  with  less  risk  to  the  environment.  And  that  benefits  all  of  us.  For  a  closer  look  at  an  RS/6000'  solution  to  your  complex  science, 
lical  or  business  problems,  stop  by  www.rs6000.ibm,com/solutions  or  call  1  800  iBM-2468,  ext.  FA060. 


)0  SPand  RS/6000  are  regislered  trademarks  and  Solulions  (or  a  small  planel  is  a  liademark  ol  IBM  Corp  Ail  olhei 
d/or  product  names  are  trademaiks  or  legistered  Irademaiks  ot  Iheir  respeclive  companies  (?il997  IBM  Cotp 


News:  Analysis  &  Commentary 


BIG  LABOR  INVITES 
A  FEW  FRIENDS  OVER 

It's  enlisting  churches  and  other  groups  to  lean  on  business 


Why  do  so  many  union  recniitment 
campaigns  fizzle?  Labor  leaders 
say  one  i-eason  is  that  employers 
intimidate  workers  who  want  to  sign 
up.  But  management  might  back  off  if 
workers  had  support  from  religious  and 
social  gi'oups.  That's  the  idea  behind  a 
new  campaign  by  afl-cio  President 
John  J.  Sweeney  to  emban-ass  compa- 
nies that  resist  union  drives. 

In  recent  months,  the  labor  federation 
has  hnked  up  with  a  wide  spectnim  of 
gi'oups,  fi'om  the  Sien-a  Club  to  the  Na- 
tional Association  for  the  Advancement 
of  Colored  People.  On  Apr  13,  leaders 
from  dozens  of  church,  environmental, 
women's,  and  religious  groups  will  join 
labor  chieftains  for  the  first  test  of 
Sweeney's  strategy.  They  will  gathei-  in 
Watsonville,  Calif.,  for  a  march  aimed  at 
getting  strawberry  farmers  to  accept 
the  United  Farm  Workers  (UFW)  effort 
to  unionize  20,000  workers.  Labor  also 
plans  similar  campaigns  against  other 
employers,  such  as  nursing-home  chains 
and  poultry  processors. 
ACTIVISM.  Sweeney's  larger  goal  is  to 
revive  the  New  Deal  coalition  of  labor, 
liberals,  and  minoiities  that  sei-ved  unions 
so  effectively  in  its  heyday.  The  iiFW 
tried  to  recaptiu'e  that  spirit  on  Apr.  4, 
when  Rep.  Joseph  P.  Kennedy  11  (D.- 
Mass.)  visited  sti"awbeiTy  workei"s — echo- 
ing the  activism  of  his  father,  Robert  F. 


Kennedy,  who  lent  his  support  to  the 
UFW  in  the  1960s.  "People  in  these 
gi'oups  are  anxious  to  resmne  then-  rela- 
tionship with  labor,"  says  Sweeney. 

The  AFL-CIO  says  the  strawberry  in- 
dustry exemplifies  the  way  employers 
thwart  workers'  desire  to  join  unions. 

LINKING  ARMS  WITH  LABOR 

The  AFL-CIO  has  forged  alliances 
with  more  than  80  groups 

CLERGY  Christian  and  Jewish 
leaders  issued  a  "code  of  ethics" 
regarding  union  drives  at  poultry 
plants.  Catholic  bishops  and  the 
National  Baptist  Convention  sup- 
port the  strawberry-pickers'  drive. 

PATIENTS  Seniors  and  religious 
groups  joined  the  United  Food  & 
Commercial  Workers  to  pressure 
nursing  homes. 

ENVIRONMENTALISTS  The  Sierra 
Club  and  others  are  filing  suits 
joining  the  UFW  against  growers. 

WOMEN  AND  MINORITIES  NOW 

and  the  League  of  United  Latin 
American  Citizens  are  raising  mon- 
ey for  strawberry  pickers. 

DATA,  BUSINESSWEEK 


RALLYING  CRY 

Beth  and  Joe 
Kennedy  and 
the  UFW's 
Rodriguez 
protest  actions 
by  strawberiy 
growers 


The  UFW  won  vrt 
elections  in  1994  \i\ 
1995,  but  grovr 
plowed  under 
crops  and  laid  offiel 
workers.  Emplo^aB 
say  the  shutdoial 
were  business  d>M 
sions  uni'elated  tons 
union    drives,  'iii 
UFW  argues  that:i| 
actions  intimidated  pickei's  who  are'} 
worried  about  losing  their  $8,500-a-j9( 
jobs  that  they  won't  vote  for  the  unii 

The  UFW  decided  to  forgo  more 
tions  until  it  can  soften  growers'  ojjj 
sition — by  building  public  support, 
union  has  held  hundreds  of  rallied 
supermarkets,  asking  stores  to 
pledges  supporting  their  demand 
the  strawberry  industry  agree  to  nil 
trality  pacts.  UFW  President  ArtunS. 
Rodriguez  hasn't  called  for  a  boycit 
but  that's  the  implied  threat.  "The^l^ 
taking  the  issue  to  consumers,  wll 
we're  not  happy  about,"  says  Phiij 
A.  Adrian,  marketing  manager^ 
Driscoll  Strawberry  Associates  Is 
the  largest  strawberry  supplier.  He  ■ 
nies  that  growers  that  ship  to  Dris)li 
hinder  union  elections. 

The  AFL-cio's  link  to  social  groi 
has  been  key  to  the  UFW  effort.  SckiJ 
80  gi'oups,  from  the  National  Organa 
tion  for  Women  to  Friends  of  the  Eal 
have  taken  up  the  cause.  As  a  result 
grocery  chains  have  signed  UFW 
neutrality  pledges.  "We  agi'eed  to 
after  the  union  and  the  Latino  comiji 
nity  in  Cahfornia  asked  us  to,"  si- 
Darius  Anderson,  a  spokesman  at  1 
Angeles-based  Ralphs  Grocery  Co. 
ETHICS.  The  same  strategy  is  being  ujc 
in  other  industries,  too.  Last  year,  e 
United  Food  &  Commercial  Worki- 
formed  a  coalition  of  senior  citizen  -4^, 
religious  groups  to  monitor  Alabaa 
nursing  homes.  Now,  it's  putting 
gether  a  national  coalition  to  monijr 
the  industry  across  the  U.  S. 

Last  year,  40  religious  leaders  for 
the  Interfaith  Committee  for  Wor 
Justice  to  help  poultry  workers. 
January,  the  Chicago-based  group  ^- 
sued  a  "code  of  ethics"  that  calls  on  |e 
industry  not  to  threaten  or  fire  unp 
supjjorters.  "The  religious  eommunly 
is  helping  unions  because  we  i"un  scffl, 
Idtchens  and  saw  that  many  peopled  ' 
them  don't  have  jobs  that  pay  enoug'  > 
says  Kim  Bobo,  head  of  the  committfj|f( 

Labor's  goal:  to  make  anti-union 
tions  socially  unacceptable,  a  tall  orci 
But  the  effort  may  put  more  employp 
in  the  uncomfortable  glare  of  publici'. 
By  Aaron  Bernstein  in  Wasliingifi 
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Where  do  today's  leading-edge  retailers  discover  new  opportunities  for  growth?  We  guided  REI,  a  well-known  outdoor  outfitter, 
I  IBM  RS/6000!  Using  proven  e-commerce  solutions,  we  showed  REI  how  an  RS/6000  can  use  the  power  of  the  Internet  to 
I  new  customers.  We  easily  integrated  it  into  their  existing  systems.  And,  because  RS/6000  solutions  are  remarkably  scalable, 
eedn't  worry  about  turning  away  business.  How  can  the  RS/6000  supply  your  business  with  a  powerful  e-commerce  tool?  For  the 
on  that  fits  your  needs,  drop  by  wwvv.rs6000.ibm.com/solutions  or  call  1  800 IBM-2468.  ext.  FA056. 
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COMMENTARY 


By  Paul  Magnusson 


BEYOND  NAFTA:  WHY  WASHINGTON  MUSTN'T  STOP  NOW 


Caterpillar  Inc.  sells  nearly  $100 
million  worth  of  its  distinctive 
yellow  bulldozers,  excavators, 
and  off-road  trucks  each  year  to 
Chile's  mining  industry.  Most  of  the 
heavy  machinery  is  made  in  the 
U.  S.  But  because  of  a  growing  free- 
trade  movement  within  Latin  Amer- 
ica, Caterpillar  may  shift  produc- 
tion— and  thousands  of  jobs — to  a 
plant  in  Brazil.  The  reason:  Brazil's 
open-market  agreement  with  Chile 
means  that  a  Cat  tractor  built  in 
Brazil  comes  into  Chile  duty-free. 
One  from  the  U.  S.  is  subject  to  a 
11%  tariff.  And  Cat  isn't  the  only 
U.  S.  outfit  in  this  situation.  General 
Electric,  Coca-Cola,  and  Eastman 
Kodak  are  just  a  few  of  the  compa- 
nies that  also  are  being  forced  to 
choose  between  e.\porting  jobs  or 
losing  markets. 

The  blame  lies  squarely  with 
Washington,  which  has  yet  to  pro- 
duce legislation  that  would  authorize 
new  "fast-track"  trade  talks.  The 
U.  S.  shepherded  the  world  through 
the  Uruguay  Round  of  trade  liberal- 
izations, signed  a  free-trade  pact 
with  Mexico,  and  promised  in  1994  to 
turn  the  Western  Hemisphere  into  a 
tariff-fi-ee  zone  by  2005.  But  lately, 
the  Clinton  Administration  and 
Congi'ess  have  taken  a  breather, 
mainly  because  of  domestic  politi- 
cal considerations. 
LOST  SALES.  Meanwhile,  Asian, 
European,  and  Latin  American 
nations  have  moved  ahead,  fash- 
ioning fi'ee-trade  zones  among 
themselves.  Chile,  for  example, 
has  reached  zero-tariff  deals  with 
Canada,  Mexico,  and  the  Mercosur 
trade  bloc  that  includes  Brazil,  Ai- 
gentina,  Paraguay,  and  Uioignay. 
One  result:  A  Chilean  telephone 
company  recently  passed  over  three 
U.  S.-based  manufacturers  rather 
than  pay  an  11%  tariff  on  U.  S.  tele- 
com goods.  Overall,  says  the  U.  S. 


Chamber  of  Commerce,  the  loss  of 
U.  S.  exports  to  Chile  is  $480  million 
a  year  and  gi'owing. 

The  White  House  is  belatedly  ac- 
knowledging that  U.  S.  exporters 
are  missing  out.  On  Apr.  7,  Com- 
merce Secretary  William  M.  Daley 
announced  that  his 
first  trade  mission  will 
take  him  to  Brazil, 
Argentina,  and  Chile. 
It's  a  good  start,  but 
Daley  will  be  flying 
in  the  jet  exhaust  of 
delegations  from 
Canada,  France,  Ger- 
many, Britain,  Japan, 
and  South  Korea. 
Meanwhile,  the  Euro- 
pean Union  has 
broached  the  idea  of 
an  EU-Mercosur  fi-ee-trade  zone. 

Why  has  the  Administration  been 
so  slow  to  move?  It  can't  decide  how 
to  handle  issues  of  labor  rights  and 
the  environment  in  fast-track  trade 
legislation — longtime  Democratic  con- 
cerns. Well,  it  should  simply  negoti- 
ate side  deals  on  such  issues.  That's 
the  method  Clinton  used  in  negotiat- 


THE  BOOM  THAT 
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Simply  including  Chile  in 
the  free-trade  pact  would  create 
new  jobs  in  the  U.S. 


ing  the  1993  North  American  Free 
Tr-ade  Agi'eement. 

There's  also  pressure  from  critics 
who  point  out  that  trade  deficits  wit 
Mexico  and  Canada  have  ballooned 
since  nafta.  But  multilateral  agi'ee- 
ments  with  Latin  American  nations 
are  not  likely  to  pro- 
duce such  a  surge. 
U.  S.  tariffs  now  aver- 
age around  3%,  while 
South  American  tariffs! 
are  still  about  12%. 
The  U.  S.  can't  lose  by 
equahzing  those  rates. 
NO  CONTEST.  Mean- 
while, U.  S.  exporters 
are  losing  sales  be- 
cause of  tariffs  on 
U.  S.  goods.  Take 
Quaker  Fabric  in  Fall 
River,  Mass.  Its  exports  of  textiles 
to  Canada  and  Mexico  have  taken  ofl 
since  nafta  passed.  But  Quaker  can' 
compete  with  Brazihan  manufactur- 
ers seUing  duty-ft"ee  to  Chile  and  Ar- 
gentina. Then  there's  trc  Cos.  in 
Windsor,  Conn.,  which  sees  a  huge 
market  in  Chile  for  its  environmental 
technology.  It  has  engineered  a  $25 
million  state-of-the-art  landfill  there 
But  TRC  is  hobbled  by  Chilean  tariffs 
and  laws  that  require  20%  withhold- 
ing on  its  fees. 

Simply  extending  nafta  to  Chile 
would  add  U.  S.  jobs.  For  example, 
IBM  de  Chile  imports  $35  milUon  in 
PCS,  duty-ft'ee,  from  Mexico  annu- 
ally. If  it  weren't  for  the  11%  tar- 
iff, the  company  would  bring 
them  in  from  the  U.  S.,  says  an 
IBM  de  Chile  official. 

As  the  world's  largest  ex 
porter,  the  U.  S.  can't  afford 
to  sit  on  the  sidelines  in 
the  fi-ee-trade  game.  And 
if  Washington  can't  pass 
trade  legislation  in  the 
sixth  year  of  a  recoveiy 
with  low  unemployment, 
when  can  it?  The  Clin- 
ton Administration 
should  wait  no  longer  to 
introduce  a  fast-track  bill. 


I 
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Paul  Magnusson  covers 
international  trade  ayid  eco- 
nomics in  Washington. 
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low  do  you  turn  your  business  data  into  a  sizable  business  advantage?  We  offered  Sears  a  versatile  power  tool;  the  IBM  RS/6000! 
}  them  a  choice  of  the  leading  database  software,  the  RS/6000  provided  Sears  with  the  flexibility  to  design  a  truly  custom  data 
ise.  And,  with  its  award-winning  UNIX'  operating  system,  AIX',  the  RS/6000  easily  manages  their  existing  data.  It  adds  up  to  a 
support  system  that  helps  Sears  better  serve  their  customers  and  helps  keep  their  business  growing,  too.  To  see  how  an  RS/6000 
:an  power  your  business,  stop  by  www.rs6000.ibm.com/solutions  or  call  1 800  iBM-2468,  ext.  FA059. 
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In  Business  This  Week 
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ANEW  HOME 
FORTAMBRANDS 

AFTER  YEARS  OF  ATTEMPTS 

to  reverse  a  slide,  Tambrands 
has  found  a  buyer.  The  com- 
pany, which  saw  earnings 
drop  12%  to  $82.8  milHon  on 
revenues  of  $662  milHon  in 
1996,  has  been  losing  a  price 
war  to  rivals  such  as  Playtex 
and  Kimberly-Clark.  In  Feb- 
ruary, CEO  Edward  Fogarty 
approached  Procter  &  Gam- 
ble about  a  buyout,  and  the 
two  announced  a  $1.85  billion 
deal  on  Apr.  9.  The  move  puts 
Procter  back  in  the  tampon 
business  for  the  first  time 
since  its  Rely  brand  was 
pulled  in  1980  after  two  dozen 
women  who  used  tampons 
died  from  toxic  shock  syn- 
drome. Procter  plans  to  sell 
Tampax  as  a  complement  to 


CLOSING  BELL 


PAPER  CUTS 

Are  Viking  Office  Products' 
earnings  headed  for  the 
shredder?  After  years  of 
growth,  the  company  said  on 
Apr.  8  that  earnings  for  the 
quarter  ended  Mar.  31  would 
be  well  below  expectations. 
Analysts  had  predicted  a  30% 
jump,  but  Viking  figures  just 
15%.  What's  slowing  growth? 
Volatile  paper  prices,  for  one 
thing.  And  overseas  expansion 
has  been  hurt  by  a  strong 
dollar  and  weak  European 
economies.  Result:  Viking 
shares,  as  high  as  32  late  in 
1996,  plunged  more  than  5 
points  on  Apr.  8,  to  WA. 
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its  existing  feminine-hygiene 
products,  particularly  in  Asia 
and  Latin  America. 


QUALGOMM  SPARS 
WITH  MOTOROU 

QUALCOMM  HAS  ITS  SHARE  OF 

headaches,  and  it  can  trace 
them  to  one  som'ce:  Motorola. 
In  February,  Motorola  sued 
Qualcomm,  claiming  it  had 
copied  Motorola's  StarTac 
handsets.  Then,  on  Apr  8,  Mo- 
torola said  it  will  no  longer 
use  Qualcomm  chips  for  its 
digital  wireless  phones.  But 
on  Apr  7,  Qualcomm  said  it 
had  won  a  temporary  re- 
straining order  barring  Mo- 
torola fi-om  saying  Qualcomm 
"in  any  way  unlawfully  relied 
on  Motorola"  technology  for 
its  digital  phones.  A  San  Diego 
court  will  rule  Apr.  17  on 
making  the  order  permanent. 

LOWERING  THE 
MERGER  HURDLE 

BUSINESS  GOT  A  BREAK  FROM 

federal  trustbusters  on  Apr 
8,  when  the  Federal  Ti'ade 
Commission  and  the  Justice 
Dept.  issued  more  liberal 
guidelines  for  merger  re- 
views. The  feds  will  weigh 
efficiencies  that  might  result 
from  a  merger — not  just  anti- 
competitive effects.  While  the 
feds  have  long  factored  in  ef- 
ficiencies, the  new  inles  give 
business  needed  guidance  on 
the  types  of  efficiencies  that 
matter  most  to  regulators. 
The  most  desirable:  stream- 
lining that  enhances  the  new 
company's  ability  to  compete, 
resulting  in  lower  prices  and 
better  products  and  services. 


AN  OVERHAUL 
AT  DOW  JONES 


DOW  .JONES  HAS  SAID 

it  will  spend  $650 
million  to  revamp 
Dow  Jones  Markets, 
its  financial  data  de- 
livery service  for- 


HE  AD  LINER:  DOUGLAS  EN  GEL  BAH 


THE  MAN  BEHIND  THE  MOUSE 


Of  all  the  pioneers  of  per- 
sonal computers  and  the 
Web,  Douglas  Engelbart 
may  be  the  poorest  and 
least-known.  But  the  man 
who  invented  the  mouse  is 
finally  winning  recognition 
as  the  1997  winner  of  the 
Lemelson-MIT  prize — a 
$500,000  jackpot 
awarded  annu- 
ally to  an 
American 
inventor 

Engelbart, 
72,  began  his 
work  in  1951.  In 
the  1960s,  at 
Stanford  Research 
Institute,  his  inven 
tions  included  on- 
screen windows  with 
menus,  groupware,  and 
hypertext.  He  came  up 
with  the  mouse  in  1963, 


carving  the  first  one  fro: 
wood.  He  got  no  royalti 
though,  because  researe 
then  assigned  patents  ti 
their  employers. 

Engelbart  says  his  bii 
frustration  is  that  his 
inventions  have  never  fu| 
filled  his  dream:  havi: 
computers  help  sohi 
society's  problem 
He  still  promot  [iti 
his  ideals 
through  the 
Bootstrap 
Institute,  a 
think  tank  1: 
founded  in 
1989.  Compari 
vdth  the  chal 
lenges  ahead,  h( 
warns,  "everyth  Irf 
in  the  past  is 
peanuts." 

By  Otis  Po 


sfoi 


merly  known  as  Telerate.  On 
Apr.  8,  it  revealed  just  how  it 
plans  to  do  that.  Through  a 
broad  alliance  with  Microsoft, 
Dow  Jones  will  retool  the 
service  to  deliver  information 
over  the  Internet,  using  Mi- 
crosoft software.  That  means 
traders  will  no  longer  need  a 
separate  box  on  their  desks 
to  see  Telerate  financial  in- 
formation. The  overhaul  is 
expected  to  be  complete  by 
2000. 


RALPH  LAUREN: 
A  NATTY  OFFERING? 

RALPH  LAUREN  HAS  A  NEW 

spring  line:  public 
shares.  On  Apr.  8, 
Lauren  filed  with 
the  SEC  to  raise  up 
to  $600  million  in  an 
initial  public  offer- 
ing for  Polo  Ralph 


POLO  PLAY:  Ralph 
Laurens  brand 
stars  in  an  IPO 


lie  St 

Lauren.  With  the  comif 
producing  solid  earnings  frt's 
$909  million  in  net  sal(jl;h 
1996,  "I  think  it's  goirj  m\ 
be  the  most  enduringly 
cessful  fashion  appare 
you've  seen  in  many  ye 
says    Kurt  Barnard 
Barnard's  Retail  Marfcfcs 
Report.  But  that  isn't  s<  aes, 
much.  Most  of  the  r(  ary 
fashion  ipos — from  D 
Karan    to  Mossimo 
Guess — have  lost  at 
half  their  value  since 
first  traded. 


ETCETERA... 


■  Allegheny  Power  is  bi 
DQE  for  $4.2  bilhon  in 
and  assumed  debt. 

■  General  Electric  and 
Chemical  resolved  \ 
trade-secrets  dispute. 

■  Hoechst's  Roussel-U 
unit  is  dropping  produ 
of  the  abortion  pill  RU-4 

■  General  Re  is  repurch. 
as  much  as  $500  milli( 
common  stock. 


■frvat 
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ED  BY  OWEN  ULLMANN 


&NKING  REFORM 

;  BACK  ON  THE  BACK  BURNER 


rhen  federal  regulators  allowed  banks  to  acquire  big 
brokerages  starting  this  spring,  it  looked  as  if  a  De- 
pression-era law  limiting  bank  activities  was  in  its 
1  thi'oes.  Exhibit  A:  Bankers  Trust  New  York  Coi-p.'s  bid 
ilex.  Brown  &  Sons  Inc.  on  Apr.  7.  The  fatal  blow  to  the 
5-Steagall  Act  was  expected  later  this  year  with  a  push 
16  Clinton  Administration  to  eliminate  the  last  curbs  on 
owTiership  so  that  in  time,  say,  Microsoft  could  acquire 
cAmerica  or  Chase  Manhattan  could  buy  Chiysler. 
it  the  Administration  is  suddenly  backing 
/  from  bold  plans  because  of  fierce  oppo- 
fi  on  Capitol  HiH.  As  a  result,  the  Clin- 
es  are  expected  only  to  expand  limits  on 
rers  among  financial  institutions  and  pro- 
limited  entry  for  other  companies  intu 
service  banking. 

Tiat  happened?  Banks,  which  have  been 
ying  for  decades  for  repeal  of  Glass-Stea- 
realize  they  have  the  best  of  all  worlds, 
ndly  regulators,  such  as  Comptroller  of 
Z!ui-rency  Eugene  A.  Ludwig  and  Federal 
:rve  Chauman  Alan  Greenspan,  are  giving 
s  broader  entree  into  other  fields  while  in- 
rs,  brokerages,  and  nonfinancial  compa- 
are  still  largely  barred  from  banking. 
;.  Brown,  for  example,  couldn't  acquire  a 
;.  That's  why,  chortles  one  lobbyist,  "there 
't  a  lot  of  banks  now  dying  for  legislation." 
RISKY?  Such  sentiment  is  one  reason  another  champion 
■amatic  refoiTn — Senate  Banking  Committee  Chairman  Al- 
3  M.  D'Amato  (R-N.  Y.) — fears  the  campaign  to  repeal 
s-Steagall  is  losing  steam.  D'Amato  has  introduced  a  bill 
ar  to  the  Administration's  expected  proposal  that  would 
)anks  buy — or  be  bought  by — financial  and  nonfinancial 
aanies.  But  Hill  sources  say  he  recently  told  Ti'easury 
etary  Robert  E.  Rubin  that  there  was  scant  support  in 
Senate  for  such  sweeping  changes. 


D'AMATO:  Losing  supporters? 


The  Administration  hopes  the  Alex.  Brown  buyout  will 
highlight  the  banks'  cun-ent  advantage.  The  Bankers  Tr'ust 
merger  "emphasizes  the  need  for  financial  modernization  to 
create  a  two-way  street,"  says  Treasury  Dept.  Under  Secre- 
tary John  D.  Hawke  Jr.  Beyond  the  fairness  issue,  the  CHn- 
tonites  also  beUeve  the  refonns  will  lead  to  more  competition. 

But  many  in  Congress  fear  a  wide-open  banking  system  is 
too  gi'eat  a  risk  for  the  economy  and  government-backed  de- 
posit-insurance fimds.  Says  Senator  Paul  S.  Sarbanes  (D-Md.), 
ranking  Democrat  on  the  Banking  Committee: 
"I  feel  very  strongly  that  the  line  between 
commerce  and  banking  ought  not  to  be  bridged." 
Similar  concerns  come  from  House  Banking 
Cormnittee  Chaimian  James  A.  Leach  (R-Iowa). 

Treasmy  officials  hint  they  will  adth-ess  these 
concerns  by  limiting  the  size  of  acquisitions. 
One  possibility  is  to  mirror  a  bill  by  House 
Banking  subcommittee  Chairman  Marge 
Roukema  (R-N.  J.)  to  let  banks  conduct  up  to 
25%  of  their  "business"  in  nonfinancial  activities. 
Leach  ai'gues  that  25%  of  assets  is  too  liigh — it 
could  let  Chase  Manhattan,  the  largest  bank, 
buy  all  but  sLx  of  the  nation's  biggest  companies. 

With  the  Administration  planning  to  unveil 
its  revised  proposal  by  May,  bank  lobbyists 
are  betting  the  Chntonites  can't  get  even  a 
watered-down  bill  thi-ough  Congi-ess.  After  all, 
Rubin  seems  more  interested  in  talks  with 
lawmakers  to  balance  the  budget.  And  Ludwig,  an  outspoken 
reform  advocate,  has  been  keeping  a  low  profile  since  the 
recent  disclosm'e  that  he  attended  a  1996  Wliite  House  coffee 
with  bank  chiefs,  many  of  whom  were  hit  up  for  Democratic 
Party  campaign  donations.  Although  Treasury  officials  insist 
they  remain  optimistic  about  the  chances  for  some  refoiTn,  his- 
tory is  on  the  side  of  the  status  quo — and  for  the  105th 
Congi'ess,  history  may  well  repeat  itself. 

By  Dean  Foust 


CAPITAL  WRAPUP 


I  LOCK  FOR  LAUCH 

i'reshman  Senator  Lauch  Faircloth 
-N.  C.)  is  moving  up  the  list  of 
iangered  GOP  pols  in  1998  because 
a  backlash  against  his  Whitewater 
acks  on  Hillary  Clinton.  Only  46%' 
Tar  Heel  voters  approved  of  the 
iservative  in  a  Mason-Dixon  poll 
t  fall.  State  Dems  hope  Charles  A. 
nders,  retired  ceo  of  Glaxo's  U.  S. 
it,  will  challenge  Faircloth. 
nders  is  a  moderate  with  deep 
;kets  and  high  name  recognition 
m  a  previous  Senate  run.  One  sign 


Faircloth  is  worried:  He's  tapping 
big-name  Republicans  to  host  state 
fund-raisers  for  him. 

FREE... FOR  A  FEE? 

►  Although  the  Federal  Communica- 
tions Commission  has  agreed  to  lend 
broadcasters  a  second  TV  channel  for 
free,  the  industry  shouldn't  celebrate. 
Senate  Commerce  Committee  Chair- 
man John  McCain  (R-Ariz.)  is  draft- 
ing a  bill  that  may  include  a  leasing 
fee  for  use  of  any  free  spectrum. 
Budget-balancing  fever  makes  the 
idea  appealing. 


UNSUPER  TUESDAY 

►  The  "Super  Tuesday"  primary — cre- 
ated in  1988  to  enhance  southern  and 
conservative  clout  in  Presidential 
nominations — may  be  crumbling.  The 
Texas  legislature  is  likely  to  pass  a 
bill  pulling  out  of  the  March  mega- 
primary  and  setting  a  later  race. 
Why?  Super  Tuesday  didn't  boost  the 
region's  influence.  But  the  Texas  bill 
may  be  vetoed  by  Republican  Gover- 
nor Qeorge  W.  Bush.  A  possible  candi- 
date in  2000,  he'd  like  an  early  win  in 
his  delegate-rich  home  state. 
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International  Business 


SAUDI  ARABIA 


ARABIAN  KNIGHT? 

Saudi  investor  Alwaleed  may  rescue  Apple-his  way 


vperti 
id 
fcte 


iasoii! 


The  scene  in  the  Saudi  desert  is  al- 
most Bibhcal.  Under  a  crescent 
moon,  40  or  so  robed  Bedouin  sit 
on  carpets  around  a  huge  log  fire, 
sipping  tea  or  cardamon-flavored  coffee. 
Nearby,  a  camel  is  being  milked  in  the 
dark.  At  3  a.m.,  the  desert  is  silent. 

Well,  almost  silent.  This,  after  all,  is 
the  weekend  encampment  of  one  of  the 
world's  wealthiest  and  most  powerful 
investors,  Pnnce  Alwaleed  bin  Talal  bin 
Abdulaziz  Alsaud.  As  huge  TV  monitors 
erected  on  the  sand  drone  out  Wall 
Street's  closing  prices  eight  time  zones 
away,  Alwaleed  is  on  the  phone  with 
his  lawyers  in  Wasliington,  u'oning  out  a 
Securities  &  Exchange  Commission  fil- 
ing for  the  5%  stake  in  Apple  Computer 
Inc.  he  recently  picked  up. 

Apple  could  be  a  tuiTiing  point  for  Al- 
waleed. It  is  the  fii'st-ever  sortie  into 
the  Wild  West  of  technology  investments 
for  the  savvy  41-year-old  Saudi  pnnce, 
whose  $11.7  billion  portfolio  (table)  nms 
from  banking  and  hotels  to  real  estate 
and  entertainment.  Alwaleed  could  also 
bring  about  a  turning  point  for  Api^le: 
The  piince  has  made  it  known  that  if 
CEO  Gilbert  F.  Amelio  can't  tuni  ai-ound 
the  embattled  computer  maker,  in  which 
Alwaleed  has  bought  $11.5  milhon  worth 
of  shares,  then  Lawi-ence  J.  Ellison's  Or- 
acle Corp. — or  another  gi'oup — will  have 
to  do  the  job. 

WAR  CHEST.  If  he  joined  forces  with 
Ellison,  it  would  mark  the  fii'st  time  the 
prince  has  ever  gone  against  existing 
management  in  a  company  he  invests 
in.  "The  important  thing  is  to  get  the 
share  price  back,"  says  the  prince,  who 
thinks  the  stock,  now  trading  around 
$19,  could  go  as  high  as  $70  or  $80. 

Alwaleed  certainly  has  the  clout  to 
shake  up  markets:  a  war  chest  of  $2 
bilhon  in  cold  cash,  held  in  short-term 
U.S.  dollar  deposits  at  banks  around 
the  world.  Earnings  from  investments 
this  year  alone  will  yield  around  $460 
million.  "He's  far  and  away  one  of  the 


niDSl  li(|uid  players  in  the  world,"  says 
Michael  Jensen,  corporate  finance  head 
at  Citibank  P)'ivate  Bank  in  Geneva. 

Now  that  Wall  Street's  recorfl-break- 
ing  rally  is  cooling,  Alwaleed  calls  that 
cash  the  "ultimate  weapon"  in  his  quest 
for  value.  With  his  "very  optimistic" 
outlook  on  the  U.  S.  economy  (page  52), 
he  is  targeting  about  a  dozen  Ameri- 
can public  companies,  as  well  as  indus- 
tiial  combines  in  Germany  and  vast  real 
estate  ventures  in  the  Middle  East. 
Thei'e's  just  one  restriction:  Alwaleed 


will  not  buy  more  than  a  '.*.'.»'<  stak 
any  listed  U.  S.  company  becaus^ 
stringent  SEC  disclosure  requiremer| 
A  speedy — and  contrarian — invrijee 
ment  style  has  been  Alwaleed's  trindjj 
mark  ever  sijice  he  made  his  fii'st  sp 
in  international  markets  in  1991.  F: 
the  stake  he  took  in  ailing  Citicorp  i 
year  to  his  subsequent  interests  in  ^( 
Fifth  Avenue,  EiU'o  Disney,  London's 
nary  Wliarf,  and  a  far-flung  empii't 
luxury  hotel  chains,  the  prince  has 
lowed  a  fonriula.  He  consistently  tardfjl 


The  prince  has  always  been  a  passive  investor.  But  this  tii 
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;d  outfits  with  global  brand  names, 
nanagement,  and  battered  values, 
ok,"  says  Alwaleed  in  the  fluent 
h  he  perfected  at  CalifoiTiia's  Men- 
lege  and  Syracuse  University  in 
70s,  "we  lifted  eveiy  guy  off  his 
[Citicorjj  Chaii-man  John  S.]  Reed, 
y  Wharf  founder  Paul]  Reichmann, 

Seasons  Hotels  ceo  Isadore] 

Even  [Silvio]  Berlusconi,"  refer- 
3  the  Italian  media  tycoon  who 
f  a  portion  of  his  television  inter- 

Alwaleed  and  others  in  1995. 
t  philosophy  apphes  not  only  to 

but  also  to  another  big-name 
ny  Alwaleed  would  like  to  res- 


fellow  Saudi  and  longtime  business  ad- 
viser, started  collecting  dozens  of  tech- 
nology company  analyses  and  reading 
background  material,  such  as  Intel  ceo 
Andrew  S.  Grove's  best-sellei",  Only  the 
Paranoid  Survive.  By  late  last  year,  Al- 
waleed and  Al-Hejailan  had  homed  in  on 
seven  or  eight  leading  companies,  in- 


RIDING  HIGH: 
ALWALEED 
BELIEVES  IN 
QUICKLY  BUYING 
BIG  STAKES  OF 
EMBATTLED 
COMPANIES  LIKE 
TWA  AND  APPLE 


PRINCELY 
POSSESSIONS 


HOLDINGS* 


VALUE 

(MILLIONS  OF  DOLURS) 


BANKS,  COMPANIES 

CITICORP 

$4,600 

APPLE  COMPUTER 

121 

TWA 

21 

MEDIASET 

136 

NORWEGIAN  CRUISE  LINE 

21 

EURO  DISNEY  (PARIS) 

500 

UNITED  SAUDI  COMM.  BANK 

335 

SAKS  FIFTH  AVENUE 

136 

HOTELS,  REAL  ESTATE 

FOUR  SEASONS  (VARIOUS) 

275 

GEORGE  V  (PARIS) 

180 

PLAZA  (NEW  YORK) 

160 

COPLEY  PLAZA  (BOSTON) 

15 

FAIRMONT  HOTELS 

130 

CANARY  WHARF (LONDON) 

130 

OTHER  REAL  ESTATE 

1,500 

OTHER  ASSETS 

AIRPLANES,  YACHT,  PALACES 

250 

EQUITIES.  PRIVATE  PUCEMENTS 

500 

CASH  AND  OTHER 

2,760 

eluding  Oracle,  Novell, 
Netscape  Communica- 
tions, and  Apple. 

That's  when  Al- 
waleed turned  to 
Citibank.  As  the  bank's 
largest  shareholder — 
and  one  of  the  biggest 
single  clients  of  Citi's 
gTowing  Geneva-based 
Private  Bank — Al- 
waleed gets  special  at- 


TOTAL 

*  Many  are  minority  stakes 

ss-plagued  Trans  World  Airlines 
Iwaleed  in  March  plunked  down 
Ihon  for  a  5%  stake  in  the  airhne. 
•ince  believes  that  new  manage- 
inder  ceo  Gerald  Gitner  can  save 
rline  with  more  fuel-efficient 
and  cost  controls.  And  he  is  pre- 
-0  inject  more  capital  and  increase 
ke,  if  necessaiy. 

aleed  never  invests  on  a  whim, 
i  April  investment  in  Apple  was  a 
1  point.  Starting  early  last  year, 
■ed  and  Mustafa  Al-Hejailan,  a 


11.770 
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at  Citi's  Geneva  office, 
Jensen  and  relationship 
manager  Cediic  Grant, 
are  on  call  24  hoiu's  a 
day.  Says  Jensen: 
"We'd  rather  have  him 
come  to  us  at  2  a.m. 
on  Sunday  morning 
than  have  him  go  to 
J.  P.  Morgan,  say,  or 
Deutsche  Bank." 
Citibank  bi-ought  in 
Morgan  Stanley  &  Co.  for  more  detailed 
analyses  in  the  electronics  sector.  By  De- 
cemlaer,  when  Alwaleed  was  on  a  10-day 
tour  to  look  at  U.  S.  real  estate,  the 
pnnce  met  with  Morgan  Stanley's  Menlo 
Park  (Calif.)  Managing  Director  D.  Rex 
Golding  for  a  lengthy  presentation. 

But  Alwaleed  was  also  doing  field  re- 
search on  his  own.  Winding  up  a  series 
of  meetings  with  Walt  Disney's  Michael 
D.  Eisnei;  Travelers  Group  CEO  Sanford 
I.  Weill,  and  Allen  &  Co.'s  Herbert  A. 
Allen,  Alwaleed  headed  for  San  Fran- 


cisco to  see  Oracle's  Ellison.  During  the 
late-night  meeting  at  Ellison's  San  Fran- 
cisco apartment,  the  two  talked  about 
Netscape,  Microsoft,  and  the  futiu'e  of 
the  Internet.  By  early  March,  back  in 
Riyadh,  Alwaleed  began  quietly  picking 
up  Apple  shares.  Wlien  Ellison  person- 
ally telephoned  Saudi  Ai-abia  later  in  the 
month  to  find  out  whether 
Alwaleed  would  be  inter- 
ested in  joining  forces  for  a 
run  on  Apple — unaware 
that  the  prince  was  ah'eady 
buying — the  call  was  re- 
ferred to  Alwaleed's 
lawyers,  for  fear  of  trans- 
gi'essing  any  inside  infor- 
mation regulations. 

Apple  may  or  may  not 
work  out — but  it  won't  be 
because  Alwaleed  hasn't 
done  liis  homework.  So  far, 
the  prince  has  avoided  get- 
ting biuTied,  in  part  thanks 
to  expert  advice  and  in 
part  because  he  shuns  the 
trophy  investments  that 
have  waylaid  other  tycoons.  After  pre- 
liminary talks  recently  between  Al-He- 
jailan and  Rupert  Murdoch,  Alwaleed 
nixed  the  idea  of  getting  involved  in 
News  Coip.,  saying  the  company  is  "too 
political."  Similarly,  the  prince  mounted 
a  secretive  plan  last  year  to  take  over 
MGM  in  a  bid  with  the  studio's  manage- 
ment— but  refused  to  match  the  rich 
$1.4  billion  offered  by  Kirk  Kerkorian. 
Troubled  Italian  computei'  gToup  Olivetti 
was  another  concern  that  got  the 
thumbs  down  from  Alwaleed  after  a 
careful  look,  as  was  New  York-based 
Avon  Products  Inc. 

A  SAUDI  SAKS.  On  Wall  Street,  Al- 
waleed must  compete  with  the  pros. 
But  in  the  Middle  East,  as  a  leading 
member  of  Saudi  Arabia's  i-uHng  Alsaud 
clan,  he  has  unbeatable  entree.  In  Caii'o, 
where  he  has  two  major  real  estate  proj- 
ects, Alwaleed  is  treated  like  a  head  of 
state.  The  same  is  true  in  Lebanon, 
whose  first  Prime  Minister,  Riad  Al- 
Solh,  was  Alwaleed's  maternal  grandfa- 
ther The  prince,  who  has  stakes  in  two 
Lebanese  television  stations  and  a  local 
investment  bank,  is  negotiating  with 
Prime  Minister  Rafik  Hariri  over  two 
multimilhon-doUar  Four  Seasons  hotels. 

Those  hotel  projects  are  part  of  a  $1 
bilhon  progi-am  to  put  up  Four  Seasons 
hotels  in  10  to  12  cities  in  the  Middle 
East,  an  ai'ea  with  few  high-quality  ho- 
tels and  one  that  Toronto-based  Four 
Seasons  has  neglected  until  now.  Al- 
waleed finds  local  partners  to  join  him 
as  minority  investors  and  secures  a 


ght  enlist  an  ally  like  Oracle  to  turn  Apple  around 
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management  contract  for  Four  Seasons. 
The  Canadian  company,  26%  held  by 
Alwaleed,  is  thrilled  to  have  the  prince 
own  its  real  estate,  since  hotel  groups 
are  heavily  taxed  on  property  they  own. 

Nor  is  Alwaleed  neglecting  his  home 
market  in  Saudi  Arabia.  With  a  portfolio 
that  ah'eady  includes  the  nation's  largest 
supennarket  chain,  two  banks,  and  vari- 
ous industrial  companies,  the  prince  is 
getting  set  to  start  construction  in  Sep- 
tember on  the  Kingdom  Trade  Center. 


At  300  meters,  the  $500  million  futmistic 
office  building  will  be  the  tallest  in  the 
Middle  East,  housing  a  Four  Seasons 
hotel  and  a  three-stoiy  Saks  Fifth  Av- 
enue, the  retailer's  first  intemational  out- 
post. It  will  resemble  other  Saks  stores 
except  in  one  respect:  Because  Saudi  so- 
ciety frowns  on  mixing  of  the  sexes,  one 
flooi-  will  be  for  women  only.  By  way  of 
market  research,  Alwaleed's  aides  inter- 
viewed hundreds  of  Saudi  women. 
Given  Alwaleed's  high  profile  in  Sau- 


di Ai-abia,  it's  hard  to  avoid  speculir 
on  a  future  poHtical  role.  But  A\\v-^ 
insists  that  business,  not  politics,  1 
game.  The  way  he  sees  it,  he  h;!: 
complished  about  25%  of  what  he 
to  do  in  business.  He  also  predicts  h; 
he'll  double  his  fortune  in  the  ne 
years.  "With  everything  in  my  f, 
I'd  say  we're  just  getting  started*; 
says.  And  with  $2  billion  in  cashkl.* 
possibilities  are  just  about  endless*" 
By  John  Rossant  in  /Ja 


1  WANTED  TO  BE  IN  TECHNOLOGY' 


During  a  visit, with  Saudi  Ara- 
bia's Prince  Alwaleed  in 
Riyadh,  Rome  Bureau  Chief 
John  Rossant  chatted  urith  the  prince 
about  the  stock  market  and  other 
matters. 

Q:  When  did  you  get  interested  in 
tech  stocks? 

A:  One  year  ago.  I  was 
looking  for  new  opportuni- 
ties and  started  looking  at 
airhnes  and  technology  si- 
multaneously. I  wanted  to 
be  in  technology  more  be- 
cause it's  the  future.  We 
looked  at  a  lot  of  companies, 
screening  more  than  20.  We 
ended  up  with  10.  From  the 
10  we  short-listed  four,  and 
from  the  four  we  chose  Ap- 
ple Computer. 

Q:  Will  you  get  more  in- 
volved in  the  management 
of  Apple? 

A:  [ceo]  Gilbert  Amelio  ex- 
tended an  invitation  to  me  to  go  to 
Apple,  to  be  introduced  to  manage- 
ment and  hear  their  objectives  and 
see  what  they're  doing.  I'll  try  to 
arrange  it  in  the  next  couple  of 
months.  He's  saying  publicly  that  re- 
covery is  only  two,  three,  [or]  four 
quarters  away.  But  he  has  to  assure 
me  privately  that's  the  case.  Apple 
has  to  focus  on  areas  it  is  strong  in. 
Their  biggest  problem  is  that  they 
expanded  too  much  and  are  fighting 
on  too  many  fronts.  They've  got  to 
focus  and  cut  costs. 

Q:  Why  did  you  buy  into  twa? 
A:  I  talked  to  ceo  Gerald  Gitner  for 
the  second  time  since  buying  shares. 
I  was  impressed.  I  bought  after  the 
bad  news  [of  the  fatal  crash  of  Flight 


800].  The  price  was  low.  twa  is 
something  that  could  be  repaired, 
and  my  conversation  with  Gitner 
confirmed  that.  Until  now,  twa  has 
had  a  burden  of  a  high  cost  of  fuel 
because  of  their  old  fleet  of  747s  and 
L-1011  TriStars.  Now,  all  the  Ti-i- 
Stars  have  been  sold,  and  by  the  end 
of  this  year,  all  the  747s  will  be 


ALWALEED:  Bullish  on  the  U.S.  and  Middle  East  peace 


phased  out.  All  the  planes  will  be 
757s  and  767s— all  new.  That's  a  big 
plus.  TWA  is  going  to  be  a  toughie, 
but  it's  very  much  doable. 

Q:  Are  you  still  enthusiastic  about 
Citicorp? 

A:  I'm  very  bullish.  It's  a  growth 
company,  a  growth  bank.  Many  peo- 
ple say,  "if  U.  S.  interest  rates  go  up, 
that  will  devastate  the  company." 
But  more  than  50%  of  their  income 
is  coming  from  emerging  mai'kets. 
It's  not  based  on  the  local  economy 
of  New  York  or  Washington.  It's  a 
global  bank  that  depends  on  the 
economies  of  the  entire  world,  from 
China  to  Mexico. 

Q:  What's  your  outlook  for  the  U.S. 


economy  in  the  medium  term,? 
A:  I'm  very  optimistic.  You  rarely 
have  the  U.  S.  in  such  an  enviable 
position  whei'eby  you  have  good 
growth,  low  inflation,  and  almost 
employment.  The  Fed's  [Mar.  25] 
move  was  pr-eemptive,  and  I  admir^; 
it.  You  should  not  wait  until  the  las 
moment  and  then  act  when  inflatioi 
is  across  the  street.  I  thinkj 
there's  a  price  to  pay  for 
that — the  8%  correction 
we're  seeing  in  the  stock 
mai'ket.  But  I  am  optimisti 
about  the  U.  S.  economy.  Tlj 
budget  deficit  is  almost  un- 
der control.  And  the  changdlip 
in  the  relationship  between 
the  U.  S.  and  the  ex-Soviet 
Union  means  that  defense 
outlays  can  be  channeled  to 
other  sectors,  which  can 
boost  the  U.  S.  economy 
even  further.  If  the  Fed  anc| 
the  U.  S.  government  act 
steadily,  it  can  go  on  like 
this  another  several  years 


si' 


Q:  What  is  your  investment  strate 
gy  for  the  Middle  East? 
A:  I  would  not  say  I'm  disappointed 
because  the  peace  process  is  not 
moving  the  way  it  should  be.  I'm 
still  optimistic.  The  trend  is  toward 
peaceful  resolution  of  all  the  prob- 
lems between  the  Israelis  and  the 
Syrians,  Lebanese,  and  the  Palestini- 
ans. Take  Jordan,  Syria,  and 
Lebanon.  No  investor  wanted  to  go 
into  these  countries  in  the  past  10 
years  because  of  the  ups  and  downs ' 
of  peace.  But  ther-e  is  a  peaceful 
tr-end  in  the  Middle  East,  there  will 
be  no  wars  from  now  on — maybe 
some  hiccups — and  because  of  that, 
I'm  going  to  be  invested  in  Lebanon,! 
Syria,  and  Jordan. 


I  for' 
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IE  WALLENBERGS 
IRNESS  A  DYNAMO 

IS  Barnevik's  appointment  signal  a  shakeup  in  the  empire? 


iter  Wallenberg,  Sweden's  most 
powerful  industrialist,  sometimes 
:omes  across  as  a  rumpled,  bum- 
:  figure,  but  he  has  proved  a  shrewd 
ard  of  his  family's  business  empii'e. 

month,  he  took  one  of  his  boldest 
3  yet  by  announcing  that  Sweden's 
-known  chief  executive,  Percy 
levik,  will  succeed  him  on  Apr  14  as 
•man  of  Investor,  the  family  compa- 
lat  holds  major  stakes  in  companies 
,h  close  to  $100  billion, 
irning  over  the  most  prestigious 
n  Swedish  business  to  a  non-fami- 
ember  was  probably  a  tough  deci- 

for  Wallenberg,  70.  But  Wallen- 
:  thinks  Investor  has  to  prospect 
opportunities  outside  the  small 
dish  market  in  order  to  thrive  in 

next  century.  The  56-year-old 
levik,  who  has  gained  a  stellar  in- 
ational  reputation  at  abb  Asea 
vn  Boveri  Ltd.,  seemed  the  best 
ce  to  preside  over  such  a  push. 
;re  is  no  one  better 

Percy  to  be  instru- 
tal  in  that,  because 
s  tremendous  inter- 
)nal  network,"  says 
is  Dahlback,  In- 
or's  president, 
arnevik's  appoint- 
t  is  part  of  what 
:1  be  a  major  shake- 
in  the  Wallenberg 


empire.  While  Dahlback,  49,  says  he  will 
remain  as  day-to-day  manager  of  In- 
vestor for  at  least  a  year,  he  is  shifting- 
some  of  his  energy  to  straggling  S.  E. 
Banken.  The  bank,  Sweden's  third 
largest,  is  badly  lagging  on  the  retail 
side.  Dahlback  is  expected  to  become 
deputy  chauTnan  and  act  as  a  mentor  to 
Peter  Wallenberg's  son,  Jacob,  41,  who 
will  soon  become  the  bank's  chief  exec- 
utive. The  Wallenbergs  are  increasing 
their  stake  in  the  bank  and  may  turn  it 
into  an  asset  management  vehicle.  The 
new  team  may  also  revive  merger  talks 
with  Sweden's  No.  2  bank,  Nordbanken. 

When  Dahlback  does  eventually  leave 
Investor,  he  will  likely  be  succeeded  by 
Jacob's  cousin,  Marcus.  "The  boys,"  as 
the  two  cousins  are  known,  are  sup- 
posed to  eventually  ran  the  empire  be- 
tween them.  But  overshadowed  by  Pe- 
ter Wallenberg  and  press-shy,  they  have 
been  slow  to  emerge  into  the  limelight. 
Some  som-ces  say  they  seem  destined  to 


MISSIONARY  ZEAL  Barnevik 
appears  to  be  the  right  choice 
to  lead  Investor's  search  for 
opportunities  outside  the 
small  Swedish  market 


NEW  FACE:  Wallenberg  and 
Ills  successor,  Barnevik 

function  more  as  owners  than 
hands-on  executives. 

Investor  was  on  the  move 
even  before  the  recent  an- 
nouncements. Last  year, 
through  an  affiliate,  it  com- 
pleted the  acquisition  of  Gam- 
bro,  a  world-class  Swedish 
kidney  dialysis  specialist,  for 
$1.3  billion.  It  has  been 
staffing  up  investment  offices 
in  New  York,  London,  and 
Hong  Kong  to  scout  for  op- 
portunities. So  far.  Investor 
has  plunked  down  only  about 
$100  milhon  into  U.S.  high- 
tech ventures,  but  with 
Barnevik  on  board,  the  pace 
is  likely  to  accelerate — though 
not  recklessly.  Investor  has 
about  $1.3  billion  in  cash  to  put  to  work 
ft-om  its  flotation  of  trackmaker  Scania 
last  year. 

THORNY  ISSUE.  One  big  question  is  how 
Barnevik,  who  declined  to  be  inter- 
viewed, will  fit  into  Investor's  cozy  cul- 
ture. He  could  be  a  thorn  in  the  side  of 
the  young  Wallenbergs  if  they  prove 
to  be  weak  managers.  He  made  his  rep- 
utation through  the  1987  megamerger 
of  Sweden's  Asea  with  the  Swiss-Ger- 
man BBC  Brown  Boveri  Ltd.  and  the 
brutal  restructuring  that  followed.  In- 
vestor operates  quietly  and  for  years 
has  kept  alive  such  marginal  players 
as  the  Saab  aircraft  and  car  operations. 
Nevertheless,  it  has  been  bringing  in 
annual  returns  in  the  20%  range,  thanks 
to  strong  performances  by  the  likes  of 
pharmaceuticals  maker  Astra  and  tele- 
com giant  Ericsson. 

It  seems  probable  that  Barnevik  will 
live  in  London  and  leave  detailed  man- 
agement to  others,  but  outside  investors 
hope  he  will  nevertheless  crack  the 
whip  on  Wallenberg  executives  and  try 
to  cut  Investor's  dependence  on  cyclical, 
low-gi'owth  operations  such  as  Saab  au- 
tos,  appliance  maker  Electrolux,  and 
Stora,  a  forest-products  company.  There 
is  also  a  strong  argument  that  drug- 
maker  Astra,  though  a  stellar  per- 
former, is  too  small  to  make  it  in  the 
long  run  and  should  be  merged.  In  five 
years.  Investor  "is  not  going  to  be  in 
the  auto  business  and  not  as  involved  in 
forest-products  and  white  goods,"  pre- 
dicts Rob  L.  Friedman,  senior  vice- 
president  of  Short  Hills,  N.J. -based 
Franklin  Mutual  Advisers,  which  owns 
about  7%  of  Investor-.  That  would  prob- 
ably be  Barnevik's  inclination  and  with 
Peter  Wallenberg's  exit  it  may  very 
well  happen. 

By  Stanley  Reed  in  London,  with 
Ariane  Sains  in  Stockholm 
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CHINA 


GRASP  THE  BIG, 
RELEASE  THE  SMALL 

Can  Jiang  reform  China's  state-owned  industries? 


Chinese  state  enterprises  produce 
items  no  one  wants.  And  managers 
rarely  suffer  the  consequences.  But 
across  the  country,  that's  about  to 
change.  Cities  such  as  Shanghai  and 
Guangzhou  are  key  testing  gi-ounds  for 
what  is  shaping  up  as  one  of  the  Chi- 
nese leadership's  biggest  assaults  yet 
on  the  problems  of  the  woebegone  state 
sector.  Overall  losses  last  year  increased 
by  88%.  So  since  the  Februaiy  death  of 
Deng  Xiaoping,  President  Jiang  Zemin 
has  made  state-enterprise  reform  a  top 
priority  as  he  bids  to  consolidate  his 
power  (table). 

Jiang's  campaign  is  likely  to  fall  far 
short  of  mass  privatization,  a  step  that 
might  make  economic  sense  but  would 
spell  political  suicide.  For  example,  the 
latest  reforms  will  leave  the  1,000 
largest  state  enteiprises  under  Beijing's 
control.  That  said,  cities  are  experi- 
menting with  ways  to  shake  up  man- 
agement, close  the  biggest  money-losers, 
retrain  laid-off  workers,  and  reduce  the 
social-welfare  burdens  carried  by  gov- 
ernment companies.  In  many  cases, 
small  factories  are  being  sold  to  for- 
eigners. "The  central  government  is 
clearly  aware  that  the  problem  cannot 
be  byi^assed,"  says  Weijian  Shan,  a  man- 
aging director  of  J.  P.  Morgan  (Hong 
Kong)  Ltd. 

The  government,  after  years  of  drag- 
ging its  feet,  is  willing  to  take  all  this 
action  because  the  Chinese  economy  is 
increasingly  stable,  many  analysts  be- 
lieve. In  1994,  the  economy  overheated 
as  inflation  skyi-ocketed  to  21%.  But  last 
year,  the  consumer  price  index  rose  a 
modest  8.3%,  and  it  is  likely  to  rise  7% 
for  the  next  two  years,  predicts  Sa- 
lomon Brothers  Inc.  economist  Kevin 
Chan.  That's  largely  the  result  of  tight 
credit  controls  that  have  been  in  place 
for  three  years,  forcing  discipline  on 
state  companies.  If  Beijing  can  sustain 
healthy  but  stable  growth,  absorbing 
laid-off  workers  will  be  easier. 
SINK  OR  SWIM.  Another  reason  may  lie 
in  politics.  With  Deng  gone,  there  is 
pressure  on  Jiang  to  distinguish  him- 
self as  the  new  top  leader.  There  is 
widespread  agreement  on  the  need  to 
change  the  state-owned  economy.  And 
with  a  key  National  Party  Congress 


coming  up  this  fall,  says  a 
Beijing  economist,  "this  is 
Jiang's  chance." 

A  pillar  of  Jiang's  plan  is 
to  let  small  and  midize 
state  companies  sink  oi' 
swim,  while  focusing  on 
tui'ning  around  the  largest 
enterprises  involved  in 
everything  from  textiles  to 
heavy  machineiy  and  met- 
allurgy. As  Jiang  says: 
"Grasp  the  big,  release  the 
small."  Sichuan  province 
hopes  to  privatize  all  small 
and  midsize  enterprises 
owned  by  county  govern- 
ments by  next  year.  Beijing 
is  budgeting  $3.7  billion  td 
winte  off  bad  debts  of  com- 
panies that  are  taken  ovei- 
or  go  bankrupt. 

Many  local  governments 
also  ai"e  looking  at  new  ways  to  provide 
for  worker  welfare.  Rather  than  have 
companies  pay  medical,  retirement,  and 
housing  expenses  as  they  occur,  they 
are  being  urged  to  contribute  to  provi- 
dent funds  managed  by  cities.  In  Guang- 
zhou, for  example,  officials  are  using 
these  fimds  to  provide  mortgages  to  en- 
able citizens  to  buy  their  apartments 
from  employers.  Some  cities  are  tap- 
ping provident  ftmds  to  set  up  health- 

CHINA'S  GAME  PLAN 

•  Save  China's  1,000  largest  state  enter- 
prises while  letting  smaller,  money-losing 
companies  be  merged,  taken  over  by  pri- 
vate investors,  or  dissolved 

•  Monitor  the  performance  of  state-enter- 
prise managers  through  outside  "human- 
resource  centers" 


PRIORITY:  Jiang  sees  a  consensus  for  reform 


care,  pension,  and  savings  prograife 
The  leadership  also  is  tiying  out  m|i- 
agement  reforms.  Shanghai  is  settt 
up  a  "human  resource  center"  that  \ 
monitor  the  performance  of  senior 
ecutives  at  local  state  enterprises. 
ented  managers  will  get  training 
help  in  landing  new  jobs  if  they  wantd 
move  to  other  enterprises,  while  d 
center  will  keep  tabs  on  poor  manag  if 
and  may  even  recommend  their  oust*! 
Many  of  the  boldest  refor^i 
are  advancing  in  the  south,  whit 
state  enterprises  aren't  as  doi 
nant.  The  real  test  will  come 
the  industrial  north,  China's  R 
Belt.  The  other  concern  is 
scale  of  the  effort.  Sectors  s 
as  telecommunications,  high-ti 
electronics,  and  banking  are  liki 
to  remain  firmly  under  state  ci 
trol  for  many  years.  As  a  res 
many  analysts  believe  real  refo; 
will  be  elusive.  While  few  expi 
Jiang  to  evolve  into  a  free-m 


•  Set  up  a  $3.7  billion  war  chest  to  cover 
bad  debts  of  state  enterprises  that  merge 

with  profitable  companies  or  go  bankrupt  ^V''"',  """"  "  """T",' i 
 r  r  =  r_-    ket  punst,  his  changes  are  boujj 

•  Relieve  the  social  welfare  burden  of 
companies  by  setting  up  provident  funds 
to  pay  for  health  care  and  pensions  and 
to  make  mortgages  available  for  workers 
to  buy  apartments 


to  make  the  economy  less  dept-i 
dent  on  state  enterprises.  It 
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not  be  the  ideal  plan.  But  in  Cm 
as  elsewhere,  politics  is  the  art 
the  possible. 

By  Joyce  Barnathan  and  Dt 
ter  Roberts  in  Beijing 
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Douglas  Zacker  if>l996 


The  most 
important 
job  of 
your  life 
just  might 
be  your 
first. 


As  a  member  of  Teach  For  America, 
you  will  be  part  of  the  national  teacher 
corps  of  outstanding  recent  college 
graduates  from  diverse  cultural  back- 
grounds who  commit  two  years  to 
teach  in  America's  under-resourced 
urban  and  rural  public  schools. 

You  don't  have  to  be  an  education 
major.  Teach  For  America  is  seeking 
talented,  dedicated  individuals  from 
every  academic  major  who  want  to 
ensure  that  all  children  in  this  nation 
have  the  opportunity  to  attain  an  excel- 
lent education.  There  is  a  particular 
need  for  people  of  color,  bilingual 
speakers,  and  math,  science,  and 
foreign  language  majors. 

To  get  information  and  an 
application  before  the  deadline,  call  us, 
reach  us  online,  or  contact  your  career 
placement  adviser  on  campus. 

This  is  your  chance  to  become 
part  of  the  nationwide  movement  of 
dynamic  individuals  who  have  joined 
Teach  For  America  and  assumed 
leadership  roles  in  classrooms  and 
schools  across  the  country.  Your  decision 
will  affect  not  only  the  rest  of  your  life 
but  the  lives  of  many  others. 

1-800-832-1230 

http.V/www.teachforamerica.org 

TEACH  AMERICA 

AN  AMERICORPS  PROGRAM 


f 


@ 

pentiiji;]f 


It's  here.  The  power  you've 
been  waiting  for  in  a  mobile 
r^C.  The  Pentium*  processor 
with  MMX'"  technology  is 
now  available  for  the  mobile  platform. 
Combme  our  new  processor  with  software 
written  for  Intel  MM.X  media  enhancement 
technology,  and  you  get  great  multimedia. 


communications  and  imaging,  improving 
video  conferences  and  presentations  while 
you're  on  the  road.'  You'll  have  the  power  to 
run  today's  business  applications,  as  well  as 
future  multimedia  applications  that  can  be 
maximized  with  Intel  MMX  technology.  The 
mobile  Pentium  processor  with  MMX  tech- 


nology. Pack  up  and  go.  www.intel.com/mobile 


intel^ 

The  Computer  Inside; 


©  1997  Intel  C'orporaiion.  'As  compared  to  a  Pentium*  processor  without  Intel  MMX'"  technology  at  the  same  speed. 


aternational  Outlook 


TED  BY  JOHN  TEMPLEMAN 


OUR  MORE  YEARS? 

DHL  JUST  MIGHT  PULL  IT  OFF 


lelmut  Kohl  looked  like  political  road  kill  a  few  weeks  ago. 

But  he  might  now  just  succeed  in  becoming  Gennany's 
I  longest-serving  Chancellor,  beating  Otto  von  Bismarck's 
ear  record.  On  Apr.  3,  his  67th  birthday,  an  energized  and 
ner  Kohl  took  time  out  from  his  annual  spring  diet  vaca- 

at  Austria's  tony  Bad  Hofgastein  spa  to  drop  a  bomb- 
1:  He  will  run  for  a  fifth  four-year  term  in  the  general 
tion  that  must  be  held  by  October,  1998. 
kohl's  preemptive  stiike  could  gain  force  from  a  quickening 
lomy.  He  will  deliver  sizable  chunks  of  an  $18  billion  tax 
before  election  day.  Cheap  money  and  a  weak  cun-ency 
lid  help  to  accelerate  the  economy  past 
5ubpar  1.4%  gi-owth  last  year.  Faster 
ivth  should  reduce  unemployment, 
zh  peaked  at  12.2%,  or  4.7  milhon — the 
lest  since  the  Nazi  era — in  Febinary 
(re  falling  to  11.7%  in  March, 
'inance  Minister  Theo  Waigel,  mean- 
is  tackling  Kohl's  second-biggest  po- 
ll headache.  Germany  must  meet  tough 
is  to  participate  in  the  European  Mon- 
y  Union  when  it  staits  on  Jan.  1,  1999. 
1  risked  having  to  snuff  out  Germany's 
3ient  recovery  by  slashing  spending  to 
g  its  budget  deficit  down  to  3%  of  gi-oss  domestic  product, 

of  emu's  targets. 

MINING."  But  Waigel  signaled  on  Apr.  6  that  Gemnany  was 
ly  to  be  more  flexible  about  the  3%  target  than  it  has 
r  admitted.  Waigel's  move  is  astute  diplomacy  as  well  as 
rt  domestic  politics.  It  appeals  to  Eiu-opean  leaders,  such 
''rench  President  Jacques  Chu'ac,  who  are  hard-pressed  to 
!t  EMU  targets.  And  while  three-quarters  of  Germans 
fer  the  mark  to  the  planned  Euro,  a  majority  believes 
il  can  best  defend  German  interests  within  the  emu. 
[ohl's  candidacy  declaration  has  halted  the  dangerous  chift 
de  his  Christian  Democratic  Union  (cdu)  party.  Policy 
gling  and  backsliding  over  tax  and  welfare  reforms 


KOHL:  Tax  cuts  may  boost  his  polls 


sparked  a  minirevolt  in  January  as  several  thirtysomething 
CDU  politicians,  dubbed  "the  wild  ones,"  pubUdy  challenged  his 
authority.  Now,  the  CDU  is  rallying  behind  him. 

But  Kohl  is  still  trailing  the  opposition  Social  Democratic 
Party  (spd)  in  the  polls.  The  latest  show  the  cdu  five  points 
behind  the  spd.  One  suggests  that  if  it  were  to  ally  with  the 
Greens  today,  they  could  together  instle  up  52%  of  the  votes 
and  consign  Kohl's  center-right  coalition  to  histoiy.  Besides, 
Kohl's  personal  popularity  is  at  a  three-year  ebb.  Indeed, 
Gerhard  Schroder,  the  spd  Prime  Minister  of  Lower  Sax- 
ony who  attracts  centrist  voters,  has  a  12-point  lead  over 
Kohl  in  the  polls.  "Voters  yearning  for  a 
sensible  alternative  can  see  that  we  offer 
one,"  says  Herta  Daumbler-Gmelin,  deputy 
leader  of  the  spd  gi-oup  in  the  Bundestag. 

Despite  that  yearning,  spd  leaders  seem 
unable  to  capitalize  on  their  lead.  Instead 
of  quickly  naming  its  own  candidate  after 
Kohl's  announcement,  the  spd  is  sticking  to 
its  original  plans,  giving  Kohl  a  year  of 
unopposed  campaign  exposure.  It  won't 
decide  between  Schroder  and  party  leader 
Oskar  Lafontaine,  Prime  Minister  of  the 
Saarland,  until  results  of  Lower  Saxony 
state  elections  that  Schi'oder  faces  are  known. 

Even  the  prolonged  tax-refonn  debate  is  now  going  Kohl's 
way.  The  spd  is  near  to  agTeeing  to  cut  top  corporate  tax 
rates  from  45%  to  40%  in  1998  and  35%  in  1999.  Gemot 
Nerb,  an  economist  at  Salomon  Brothers  Inc.  in  Frankfmt, 
says  tliis  could  spm*  investment  gi'owth  by  at  least  5%  to  6% 
this  year,  after  a  flat  1996. 

Kohl  still  faces  a  raft  of  problems  even  if  he  wins  reelec- 
tion. But  the  man  who  reunited  Gennany  in  1990  may  still  be 
able  to  realize  his  dream  of  uniting  Europe  east  and  west  by 
enlarging  NATO  and  completing  monetary  union  before  he 
leaves  office. 

By  Karen  Lowry  Miller  in  Bonn 


GLOBAL  WRAPUP 


^LESTINE  ACCOUNT  gUESTIONS 

Leading  members  of  Prime  Minister 
;njamin  Netanyahu's  Likud  Party 
iled  in  an  Apr.  7  bid  to  get  the  Israeli 
nesset  to  close  a  Palestinian  National 
iithority  bank  account  that  recently 
me  to  light.  Israel  has  paid  more 
an  $150  million  in  taxes,  due  the 
ilestinians  under  the  1993  Oslo 
;ace  accord,  into  the  account  at  Bank 
^umi  in  Tel  Aviv.  Likud  Knesset 
ember  Silvan  Shalom,  who  spear- 
;aded  the  campaign,  claims  the 
icount  is  a  Palestinian  political  slush 


fund.  Netanyahu  may  have  staved  off 
another  damaging  blow  to  the  peace 
process.  But  he  is  still  facing  pressure 
for  better  oversight  of  Palestinian 
finances.  Shalom  and  others  insist  the 
Palestinians  should  account  for  use  of 
the  funds. 

ANOTHER  jyfy/y  FROM  FRANCE 

►  One  more  big  European  industrial 
restructuring  is  stumbling  over 
French  government  refusal  to  sur- 
render control  to  foreigners.  Talks  to 
merge  French  nuclear-plant  manu- 
facturer Framatome  and  Franco- 


British  power-generator  maker  gec 
Alsthom  stalled  on  Apr.  4  after 
George  Simpson,  ceo  of  Britain's 
General  Electric  Co.,  insisted  gec 
needs  50%  of  the  merged  company, 
not  just  the  40%  it  and  its  partner 
were  each  offered. 

The  French  government  wants  to 
keep  20%  of  Framatome  and  control 
nuclear  policy.  But  as  gec  Alsthom  is 
the  only  interested  bidder,  Paris  may 
have  to  bow  to  Simpson's  wishes.  That 
would  be  sweet  revenge:  gec  has  al- 
ready been  warned  off  bidding  for 
French  defense  giant  Thomson-CSF. 
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Tying  pay  to 
performance  is  a 
great  idea.  But 
stock-option  deals 
have  compensation 
out  of  control 

It  seems  to  have  worked  like  a  chann.  In  re- 
cent years,  as  boards  shifted  the  mix  of  ex- 
ecutive pay  away  fi'om  cash  and  towaitl  stock 
options,  corporate  profits  and  the  stock  mar- 
ket have  vaulted  to  record  levels.  It's  exactly 
the  win-win  situation  that  pay  for  performance 
was  expected  to  bring:  more  rewai'd  for  the  leaders 
and  better'  I'eturns  foi'  shareholders,  who  can  sleep 
well  knowing  that  executives  feel  the  same  pain 
they  do  if  their  companies  underperform. 

It's  a  soothing  lullaby,  but  shareholders  are  stall- 
ing to  wake  up  to  some  soiu"  notes.  Tlie  explosion  of 
executive  pay — propelled  by  huge  option  gi'ants, 
easy  performance  provisos,  and  a  bull  market — has 
created  a  windfall  for  all.  Star  CEOs  are  winning  big, 
but  so  are  many  second-stringers.  Even  for  the 
success  stories,  the  CEO's  gains  often  exceed  the 
company's  own  strong  year  proportionally.  And 
while  the  mass  embrace  of  options  has  helped  share- 
holders, options  have  hidden  costs  and  are  diluting 
those  gains  to  the  tune  of  tens  of  millions  of  dollars. 


THE  TOP 


1996  SALARY 
AND  BONUS 

THOUSANDS  OF  DOLLARS 


LONG-TERM 
COMPENSATION 


1  LAWRENCE  COSS 

GREEN  TREE  FINANCIAL 


2  ANDREW  GROVE 

INTEL 


3  SANFORD  WEILL 

TRAVELERS  GROUP 


4  THEODORE  WAIH 

GATEWAY  2000 


5  ANTHONY  O'REILLY 

H.J.  HEINZ 


6  STERLING  WILLIAMS 

STERLING  SOFTWARE 


7  JOHN  REED 

CITICORP 


8  STEPHEN  HILBERT 

CONSECO 


9  CASEY  COWELL 

U.S.  ROBOTICS 


10  JAMES  MOFFETT 

FREEPORT-McMORAN  C&G 


$102,449 

"'"37003" 
""""6","3"3"o" 
"965" 
"  ""2,"7"3"6" 
""""T,448" 
"3,467" 
'"""l"3","9"62" 
"  ""3","4"3"o" 
"""67956" 


none 


$10' 


$94,587 


87,828 


80,361 

6l|50"o""" 

"56^801"""" 

"40I143"""" 

"2"3;45"0  "" 

"30;522  ""' 

"26|77"6""" 

...  AND 


"8 


1996  SALARY 
AND  BONUS 

THOUSANDS  OF  DOLLARS 


LONG-TERM 
COMPENSATION 


1  SAM  WYLY 

STERLING  SOFTWARE 

$1,571 

$68,036 

2  FRANK  LANZA 

LOCKHEED  MARTIN 

1,947 

48,918 

3  RICHARD  KINDER 

ENRON 

2,458 

35,238 

4  JAMES  CROWE  * 

WORLDCOM 

1,497 

34,280 

5  CHARLES  WYLY  JR. 

STERLING  SOFTWARE 

816 

33,870 

"3 


■  FORMER  CEO  OF  MFS  COMMUNICATIONS 
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ECUTIVES... 


1996  SAURY 
AND  BONUS 

THOUSANDS  OF  DOLLARS 

LONG-TERM 
COMPENSATION 

TOTAL 
PAY 

SHAMBERS 

SYSTEMS 

$619 

$32,594 

$33,213 

m  WIGGINS 

D  HEALTH  PLANS 

1,738 

27,270 

29,008 

RD  PFEIFFER 

!\Q  COMPUTER 

4,250 

23,546 

27,796 

EN  CASE 

CA  ONLINE 

200 

27,439 

27,639 

WELCH 

^AL  ELECTRIC 

6,300 

21,321 

27,621 

RD  SCRUSHY 

HSOUTH 

11,380 

16,197 

27,577 

SILVERMAN 

3,752 

19,990 

23,742 

IN  AUGUSTINE 

HEED  MARTIN 

2,781 

20,324 

23,105 

HMERMAN 

:l 

3,732 

18,923 

22,655 

LEWIS 

^  PACIFIC 

3,131 

18,320 

21,452 

CEOS 

1396  SALARY 
AND  SONUS 

THOUSANDS  OF  DOLURS 

LONG-TERM 
COMPENSATION 

TOTAL 
PAY 

)SON,  LUFKIN,  JENRETTE^Sj'^'^'^ 

$24,220 

$32,992 

U  MYOJIN 

ON 

10,558 

20,873 

31,431 

MARSHALL 

SYSTEMS 

490 

27,879 

28,369 

M  RHODES 

^P 

1,300 

22,189 

23,489 

.VORD 

FINANCIAL  GROUP 

3,040 

19,409 

22,449 

DATA,  EXECUCOMP  BY  STANDARD  &  POOR'S  COMPUSTAT.  A  DIVISION  Of  THE  McGRAW-HILL  COMPANIES 


Few  doubt  1996  was  a  stellar  yeai'.  The  Standard 
&  Pooi''s  500-stock  index  rose  a  stunning  23%.  Cor- 
porate profits  rose,  too — an  impressive  11%.  Who 
would  begiaidge  U.  S.  chieftains  a  healthy  raise? 

Apparently,  no  one.  But  many  CEOs  took  that — 
and  a  good  deal  more.  For  1996,  ceo  pay  gains  far 
outstripped  the  roaring  economy  or  shareholder  re- 
turns. The  average  salary  and  bonus  for  a  chief  ex- 
ecutive rose  a  phenomenal  39%-,  to  $2.3  million.  Add 
to  that  retirement  benefits,  incentive  plans,  and 
gains  fi'om  stock  options,  and  the  numbers  hit  the 
roof.  CEOs'  average  total  compensation  rose  an  as- 
toiuiding  54%  last  year,  to  $5,781,300.  That  largesse 
came  on  top  of  a  30% 
rise  in  total  pay  in 
1995 — ^yet  it  was  hard- 
ly spread  down  the 
line.  Tlie  average  com- 
pensation of  the  top 
dog  was  209  times 
that  of  a  factoiy  em- 
ployee, who  garnered 
a  tiny  3%  raise  in 
1996. "  White-collar 
workers  eked  out  just 
3.2%,  though  many 
now  get  options  too. 

It  all  adds  up  to 
quite  a  payday — and 
one  that's  raising  a 

storm  of  criticism.  "We've  got  tenible  tensions  this 
year"  with  institutional  investors,  says  Pearl  Meyer, 
president  of  pay  specialist  Pearl  Meyer  &  Partners. 
Even  many  shareholder  advocates  who  pushed  for 
the  move  to  pay  for  peifomiance  in  the  early  1990s 
question  whether  the  approach  is  working.  As  once- 
outsize  options  packages  become  the  norm,  many 
CEOs  are  taking  the  lion's  share.  Far  smaller  gains 
are  going  to  managers  and  other  key  employees. 
The  distui-bing  message:  The  CEO  desei-ves  nearly  all 
the  credit  for  the  company's  success.  Worse,  there's 


For  CEOs, 
an  average 
54%  raise. 
For  factory 
workers,  3% 
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Special  Report 


veiy  little  downside  to  many  ceo  pay  deals.  Many  executives 
are  negotiating  big  guaranteed  payouts  in  case  they  stumble. 
And  if  the  market  drops,  some  pay  experts  wony  that  exec- 
utives wiU  demand — and  get — options  at  lower  prices  to  ensure 

that  their  pay  packets 
remain  full. 

Wliat  are  the  main 
results  of  business 
week's  47th  amiual  Executive  Pay  Scoreboard?  Compiled  with 
Standard  &  Poor's  Compustat,  a  division  of  The  McGraw-Hill 
Companies,  the  sui'vey  examines  the  compensation  of  the  two 
highest-paid  executives  at  365  of  the  country's  largest  compa- 
nies. In  comparing  pay  with  perfoi-mance  over  thi'ee  years, 
BUSINESS  week  foimtl  that  Microsoft's  William  H.  Gates  III  and 
Avon  Pi-oducts'  James  E.  Pi'eston  gave  investoi-s 
the  best  results  for  their  pay  (page  61).  Con- 
seco's  Stephen  C.  Hilbert  and  America  Online's 
Stephen  M.  Case  were  the  worst-performing 
CEOs  relative  to  payouts. 

Despite  the  soaring  pay,  many  experts  ar- 
gue that  the  system  is  working  better  than 
ever.  They  see  the  bull  mai'ket  and  healthy  cor- 
porate sector  as  proof  positive  that  companies 
get  what  they  pay  for  They  argue  that  as  long 
as  CEOS  continue  to  tum  in  strong  results  for 
theii'  shareholders,  the  absolute  level  of  execu- 
tive pay  is  UTelevant.  "You  can't  legislate  moral- 
ity," says  James  E.  McKinney,  consultant  at 
pay  experts  Hirschfeld,  Stem,  Moyer  &  Ross 
Inc.  "The  U.  S.  is  the  most  exciting  economy  the 
world  has  ever  seen."  Adds  Charles  W.  Sweet, 
president  of  A.  T.  Kearney  Executive  Search:  It's  simply  "the 
cost  of  finding  brains." 

LITTLE-KNOWN  LEADER.  In  many  cases  last  year,  those  brains 
cost  a  lot  more.  Tlie  top  ranks  were  peopled  by  such  corporate 
standouts  as  Intel's  Andi'ew  S.  Grove,  who  earned  .$97.6  million, 
and  Ti'avelers  Group's  Sanford  I.  Weill,  who  made  .$94.2  million, 
most  of  which  remains  in  Travelers  stock  that  he  can't  sell  un- 
til he  retii-es.  Heading  oiu-  list  for  the  second  straight  year  was 
Lawi'ence  M.  Coss,  the  little-known  ceo  and  chaiiTnan  of  Green 


High  pay 
packages  may 
just  be  "ttie 
cost  of  finding 
brains" 


Pay  For  Performance: 
Who  Measures  Up... 
And  Who  Doesn't 


IVee  Financial  Corp.,  based  in  St.  Paul,  Minn.  Thanks  to  a 
yeai-  deal  set  in  1991  that  paid  him  2.5%  of  pretax  income,  ( 
made  $102.4  million  last  year — a  .56%  rise  over  the  .$65.6  mi 
he  earned  in  1995. 

By  any  standard,  Coss's  paycheck  is  huge.  And  for  m 
investors  and  pay  experts,  he  remains  the  poster  boy  fo 
that  is  right  with  pay  for  peifoiTnance.  Coss  himself  make 
apologies.  "Indeed  it  is  a  huge  number,"  he  says,  "but 
rather  talk  about  the  success  of  the  company."  That's  eas; 
do.  Between  1991  and  1996,  Green  Ti-ee's  shares  had  c 
pounded  annual  returns  of  53%  as  it  became  the  largest  lei  ^^^^ 
to  the  manufactm-ed-home  sector  Although  two  small  pen  i^*" 
plans  recently  sued  Coss  and  the  boai-d  for  excessive  c 
pensation,  most  big  shareholders  appear  satisfied.  "In  no  '  1^^^ 
would  I  consider  him  oveipaid,"  says  Thomaf  i^"'! 
Smith,  partner  at  Prescott  Investors  Inc.,  wl 
holds  2.7  million  shares.  Wj' 
Like  Coss,  most  well-paid  execs  point  to  si  srsK 
gains  as  proof  that  their  pay  is  richly  desen 
Ask  Sam  Wyly,  chainnan  of  Sterling  SoftwSfcs'l 
Inc.,  about  the  fact  that  his  $439  million  coi 
ny  produced  tliree  of  the  biggest  pay  packagete 
Coii^orate  America  last  year,  and  he  lets  on 
belly  laugh.  "We  should,"  he  says,  pointing  to 
company's  673%  stock  price  rise  since  its  1| 
initial  public  offering.  The  pavouts — which 
taled  .$69.6  miUion  for  Wyly,  $34.7  million  fori 
brother,  vice-chairman  Chai'les  J.  Wyly  Jr,  id- 
$.58.2  million  for  CEO  Sterling  L.  Williams — c^tf' 
mostly  fi'om  option  exercises. 

Yet  if  few  would  dispute  the  success  of  s' 
fast-gi'owing  companies,  investors  are  increasingly  asking 
much  is  enough  to  get  top  perfoi-mance.  Again,  take  Coss, 
pay  is  so  gargantuan  that  it  dwarfs  his  stellar  performai 
The  ratio  between  his  three-yeai'  pay  and  the  shai'eholders'fcl 
turn  puts  Coss  thii-d  on  business  week's  list  of  CEOs  who  gmm. 
shareholders  the  least  for  their  buck.  Moreover,  the  hu 
award  significantly  diluted  other  shareholders'  gains:  Co  .- 
payouts  cut  Green  Tree's  1996  eaiTiings  16%,  to  $308.7  miUteioii, 
Because  he  received  shares  directly,  rather  than  optic^veji 

Fiei 


To  see  how  pay  matches  up  to  performance,  BUSINESS  WEEK  uses  two  mea- 
surement systems.  One  relates  to  how  good  a  job  the  boss  did  for  shareholders.! 
The  other  compares  what  the  boss  made  with  how  well  the  company  did. 


EXECUTIVES  WHO  GAVE  SHAREHOLDERS  EXECUTIVES  WHOSE  COMPANIES  DID  THE  BEST 

THE  MOST  FOR  THEIR  PAY...  REUTIVE  TO  THEIR  PAY... 

Total  pay*  Shareholder  Relative  Total  pay*  Avg.  return  Relativ 

1994^96   __Ji'0Hyi'^5  °t^?.'L^ii_.j'^*"j'Dll__i'i''^?  ^L^i?yyr''5^L^?.'L3ii__?.i?.mi^  

JIwiYlTam'gAtYs  Mi^^^^^^^^  !u!AMEs]PRE]sTgN  Ayon}^^^^^   ~PJK___u]%_A^. 

2_WARREN  BUFFETT  M  _  JOg  231  2    IHOMAS  GOLISA^^^^   1^475]  28  10 

3  JHOMAS  GOLJSANO  Pay^^^^^  k4JA___i38  229  3_WI_LLjMGMS  J™jt  1^436  27  9 

IMICJAEL  BJRCK  Te^a^^^^  3^369  _"_537  189  4  MiYcHElI  FRO]^^^^   10,415  32  8 

5  RJCHARD  USSERY  M   169  5     RyS_SELL_LmGS_G[^^^^^^   4^85}  20  8 

...AND  THOSE  WHO  GAVE  SHAREHOLDERS  THE  LEAST       ...AND  THOSE  WHOSE  COMPANIES  DID  THE  WORST 

JJJAPHLNjilLBERT  Conseco  1§5^223  __„133  lA  ]_SJEPHiUCJ^SE_k^^^^   33^460  ___3413_  -22 

2JANF0RD  WElIYfra^^^   l^y  ^Y      i46  li  2_ ROBERT  PALMER   3^840  __-25  -4 

3  !:AWRE.NC_E_C_0_SS_G^^^^^^^   L7  3  ANDR_EWJ.UpWJCK  Bay^N^^^^^   1^12  14.___ -3 

4  ANTHONY  OI^REiIYy  ^^^^^   68J7i  66  2.4  4  JAMES_RbBBINS_to   3^991  

SJOHNMLCH^GeneraJ  EJe^^^^^^^  5  JOHN  ROACH  fa n^^^^^  j^pj  j____zl 

*Salarv,  bonus,  and  long-term  compensation  paid  for  the  entire  three-year  period  **Stock  price  at  the  end  of  1996,  plus  dividends  reinvested  for  three  years,  divided  by  stock  price  at  the  end  of  II 
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WHICH  BOSSES  EARNED  THEIR  PAY.  AND  WHICH  DIDN'T? 


Microsoft  Corp.  Chairman  Wil- 
liam H.  Gates  III  doesn't  fuss 
about  the  size  of  his  salaiy.  In 
ict,  he  even  jokes  about  lowering  it. 
)Ut  as  the  software  giant's  largest 
hareholder,  Gates  certainly  doesn't 
eed  a  megapay  package.  His  23.7% 
take  in  Microsoft  is  worth  a  colossal 
27.7  bilhon.  Salary  or  not,  he  comes 
ut  a  big  winner. 

And  his  shareholders  haven't  done 
0  badly  either.  Gates  is  one  of  this 
'ear's  two  pay-for-performance  win- 
ters. A  BUSINESS  WEEK  analysis 
hows  that  Gates  gave  shareholders 
he  highest  return  relative  to  his 
)ay.  And  for  the  second  year,  James 
i.  Preston,  chief  executive  of  Avon 
'roducts  Inc.,  delivered  the  highest 
■etum  on  equity  (roe)  relative  to  his 
)ay  (table,  page  60). 
lETWORK.  Gates  has  driven  Microsoft 

0  develop  one  success  after  another. 
Windows  95,  along  with  applications 
luch  as  Office,  lofted  sales  to  $8.7  bil- 
ion  last  year,  up  from  $5.9  billion  in 
.995.  Gates  also  engineered  a  wi-ench- 
ng  change  last  year,  making  the  Net 
lentral  to  all  new  products.  Mi- 
Tosoft's  Web  browser,  Internet  Ex- 
)lorer,  has  now  racked  up  more  than 

1  20%  market  share.  Since  1994, 
jates's  total  pay  has  been  just  $1.4 
nilUon,  while  shareholder  returns 
lave  jumped  310%. 

Preston  is  the  ceo  whose  company 
)erformed  best  relative  to  his  pay. 
Po  align  his  pay  with  performance. 


The  Overachievers 


GATES 

Since  1994,  his  total  pay  has  been 
$1.4  million-while  Microsoft  share- 
holders have  reaped  returns  of 310% 

PRESTON 

Avon  had  the 
highest  ROE 
of  any 
company 
relative  to 
the  CEO's 
pay 


Preston  froze  his  .$610,000  salaiy  five 
years  ago  and  began  taking  most  of 
his  compensation  in  stock  options. 
Over  the  past  three  years,  Preston 
has  earned  $8  million.  Avon's  average 
ROE  is  141%.  In  part,  that  reflects 
Avon's  renewed  growth,  although  an 
aggressive  stock-buyback  program 
has  also  left  Avon  with  a  small  equi- 
ty base.  This  year,  Preston's  salary 
will  jump  to  $1  miUion.  But  with  $22 
miUion  in  options  yet  unexercised,  he 
insists  he's  still  a  big  advocate  of  pay 
for  perfoiTnance.  "I  will  do  well  or 


The  Underpeiformers 

^  HUBERT 

$165  million  since 
1994-while  Conseco 
stock  returned  133% 


CASE 

He  got  $33.5  million, 
but  AOL's  stock  tanked 


not  well 

depending  on  how  the  stock  does," 
he  says. 

On  the  other  side  of  the  ledger, 
Conseco  Inc.'s  Stephen  C.  Hilbert 
gave  shareholders  the  least  for  the 
$165  million  he's  collected  since  1994. 
Most  came  from  a  $107  miUion  stock- 
option  exercise  in  1994  and  a  $23  mil- 
lion exercise  last  yeai*.  Since  1994, 
shareholder  return  has  been  133%.  A 
company  spokesman  ai'gues  it's  unfair 
to  compare  the  value  of  Hilbert's  op- 
tions with  perfonnance  over  the  past 
three  years.  He  says  it  should  be 
compared  with  the  3,100%  return  cre- 
ated over  the  10  years  since  the  first 
option  grant.  Adds  Hilbert:  "I'm  cer- 
tainly not  embarrassed  about  our  suc- 
cess or  mine  personally." 

Stephen  M.  Case,  ceo  of  America 
Online  Inc.,  provided  the  worst  cor- 
porate performance  relative  to  his 
pay.  During  the  past  three  years. 
Case  earned  .$33.5  million,  while  the 
ROE  was  negative  413%.  Most  of  his 
gains  came  fi'om  exercising  $27.4  mil- 
lion in  options  last  year.  Last  sum- 
mer, the  stock  was  driven  down  by 
gi'owing  pains  and  a  restructuring  to 
change  aol's  controversial  accounting 
practices.  CFO  Lennert  J.  Leader 
says  AOL  is  concentrating  on  growing- 
its  customer  base  and  revenues,  as 
opposed  to  short-term  profits.  But  as 
Case  sti'uggles  to  get  aol  back  in 
the  black,  the  payoff — for  the  compa- 
ny, if  not  for  him — appears  far  away. 

By  Lori  Bongiomo  in  New  York, 
with  bureau  reports 
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'Terformance  criteria  are  almost  like  intellectual 
Silly  Putty,"  says  professor  Warren  Bennis  of  USC 


Coss's  compensation  differs  fi-om  that  of  most  CEOs.  But  as  the 
sheer  number  of  options  has  soared,  shareholder  dilution  is 
proving  an  unanticipated  by-product.  Companies  use  options  in 
part  to  align  executives'  interests  with  shareholders.  But 
they  also  favor  them  because — unlike  other  forms  of  pay — they 
never  show  up  on  an  income  statement.  Instead,  starting 
this  year,  companies  must  footnote  them  in  their  annual  re- 
ports using  the  Black-Scholes  fair  value  option  pricing  model. 

It  takes  some  digging,  but  those  foot- 
notes  provide  plenty  of  surprises.  For  all 
the  benefits  that  options  cr-eate,  they'r-e 
not  free.  PepsiCo  Inc.,  for  example,  re- 
ported that  its  option  gr-ants  would  have 
reduced  earnings  by  $68  million,  or  6% 
last  year;  had  they  been  counted  as  com- 
pensation. Medical-equipment  maker 
Guidant  Corp.'s  earnings  after  charges 
would  have  taken  an  11%  hit.  By  putting 
more  potential  shar-es  into  cirx-ulation,  op- 
tions r-educe  every  shareholder's  slice  of 
the  ear-nings  pie.  And  because  the  foot- 
notes include  only  options  gr-anted  since 
1995,  Bear,  Stear-ns  &  Co.  accounting  ana- 
lyst Pat  MeConnell  estimates  they  under- 
state the  impact  by  at  least  50%. 
CONCERNED  INVESTORS.  Companies  with 


Options: 
The  Hidden  Costs 


In  a  footnote  in  this  year's  annual 
reports,  companies  are  required  to 
disclose — for  the  first  time — 
the  cost  of  options.  Although 
current  accounting  rules  treat 
options  as  cost-free,  here's  what  a 
handful  of  companies  would  have  to 
deduct  from  1996  earnings  if 
options  were  accounted  for: 
 mum% 

McTcOMMUNICATiOHS  $97 


Another  unwelcome  result  of  the  shift  to  pay  for  perj 
mance:  It's  not  just  the  best  who  ar-e  pulling  in  giant  pay. 
formance  targets  ar'e  often  set  so  low — or  so  loosely- 
theyre  virtually  meaningless.  "PerforTnance  criteria  are 
like  intellectual  Silly  Putty,"  says  War-ren  Bennis,  Dis| 
guished  Professor  of  Business  Administration  at  the 
ver-sity  of  Southern  California's  Marshall  School  of  Businl 
Accor'ding  to  Executive  Compensation  Reports,  of  proa 
^^^^■■■■i^™"  examined  so  far  this  year;  only  6.6? 

option-gr'anting  companies  issued 
"premium-priced"  options — those 
prices  above  market  value  on  the  daj| 
issue.  And  though  the  number  is  up 
last  year''s  3.5%,  most  companies  boast] 
premium-priced  options  make  them 
a  small  portion  of  the  package.  Just 
of  PepsiCo  CEO  Roger  Enrico's  1.7 
stock-option  awards  in  1996  were 
at  prices  above  then-current  mar'ket 
ue,  for  example.  And  of  last  yea 
i-ecord-setting  grant  of  8  million  optij 
to  Walt  Disney  ceo  Michael  D.  Eisrf 
only  3  million  were  awarded  at  abo| 
mar'ket  prices. 

Shareholder  advocates  say  that  tougj 
targets  ar'e  necessary  to  keep  from 
CEOS  who  ar-e  siml 


vating  employees.  But  the  lar"gest  shar-e  of 
those  new  options  goes  to  the  comer  oiSce 


cipal  in  lens,  an  activist  investor  grol 
argues,  for  example,  that  executif 


Accor'ding  to  Executive  Compensation  Re-         I^Q??^'!  should  outper-form  the  market  or  t 


broad-based  option  plans  say  the  dilution  is         -"""'!rr!'Jr?*J!r?r  warding  average  CECs  who  ^   

a  small  cost  next  to  the  benefit  of  moti-    f^fSH^O  Do     riding  a  bull  market.  Nell  Minow,  a  p: 

BRISf  6l-*IYERS  SQUIBB  55 

52 

TRAVELERS  51 

r-eported  gr-anting  options  for  1996  have   47_    thousands  of  shares  now  commonpl. 

given  10%  or  more  of  them  to  the  GEO.  In    MORGAM  STAHLEY  4o     managers  can  earn  a  big  payday  eve 

RAYTHEOM  29 


ports,  a  Fairfax  Station  (Va.)  newsletter 
and  database,  51%  of  companies  that  have 


peer  gr-oup  to  receive  big  packages. 
Instead,  with  gi'ants  in  the  hunch'edd 


1993,  only  18%  of  companies  did  so. 
But  that's  not  the  onlv  hidden  cost  of 


options.  Companies  have  been  buying    ?!'M?*AP:  nually — a  poor  performance  by  Disn^ 


21 


their  stocks  rise  only  slightly.  In  Eisn^ 
case,  if  Disney  shar'es  rise  a  tiny 


back  shares  in  record  number's,  even  as 
many  sell  discounted  shares  back  to  ex- 


standarxls — the  value  of  his  mar-ket-prid 
options  would  increase  $10  million  anj 


REPUBLIC  INDUSTRIES  18 

USAIRWAYS  1  ^ 

ecutives  when  they  cash  in  their  options.   ally.  And  ther-e's  little  real  downside.  F| 

With  many  shares  tr-ading  near-  r'ecord  data:  pearl  meyer  «,  partners  inc,  bear,  stearns  &  co,  executives  suffer  financially  if  the  sti 
highs,  those  companies  are  paying  top  company  reports;  business  week  di'ops.  "One  of  my  biggest  complaint 

dollar  to  buy  back  stock — while  execs  jjocket  the  aftertax  dif-  there's  not  much  risk"  with  options,  says  Anne  Yerger, 
ference  between  the  option  price  and  the  mai-ket  price.  That 
often  results  in  large  cash  outlays,  and  it  also  means  execu- 
tives end  up  with  an  ever  higher  percentage  of  outstanding 
shares.  "Want  to  talk  about  the  lar-gest  social  welfar-e  transfer 
program  in  the  worid?"  says  Patrick  S.  McGur-n,  dir-ector  of 

corporate  pr-ogr'ams  at 


Special  Report 


Institutional  vShar-e- 
holder  Ser'vices  Inc.,  a 
pr'oxy  advisory  ser'vice 
based  in  Bethesda,  Md.  "It's  from  shar-eholder-s  into  the  pock- 
ets of  executives." 

So  far,  investors  have  been  relatively  cjuiet  on  dilution.  But 
now  they'r-e  taking  notice.  Institutional  Shar-eholdei-  Ser-vices  is 
recommending  "no"  votes  against  at  least  20%  of  new  stock-oi> 
tion  plans,  including  those  at  Starbucks  Corp.  and  Sprint 
Corj).  And  the  five  New  York  City  pension  funds  will  oppose 
some  one-thirxl  of  plans  this  year,  primarily  because  of  concerns 
over  dilution.  Options  "do  come  home  to  r-oost,"  says  Jon 
Lukomnik,  New  York  City  Deputy  Controller  for  pensions. 


there's  not 

r-ector  of  resear'ch  at  the  Council  of  Institutional  Investors, 
a  bull  mar-ket,  most  executives  are  going  to  get  mioney." 
LOSING  THE  BALANCE?  As  a  result,  many  execs  whose  pi 
formance  trailed  their  peers'  have  also  benefited.  Typi| 
was  H.J.  Heinz's  Anthony  F.J.  O'Reilly,  who  made 
million  last  year.  His  company's  stock  performance  r-ose  ji] 
11%,  tr-ailing  both  the  s&p  and  other  food  companies.  0'R( 
ly  defends  his  huge  option  gr-ants  as  part  of  a  generous 
centive  scheme.  "Ther-e  can  be  no  mor-e  honorable  or  fair 
way"  to  compensate  CEOs,  O'Reilly  ar-gues. 

The  staggering  rise  in  pay  for  the  good,  the  bad,  and  t 
indiffer-ent  has  left  even  some  advocates  of  pay  for  perf( 
mance  wondering  whether  the  balance  between  the  ceo  a 
the  shareholder  is  tilting  the  wr'ong  way.  "I've  been  cc 
suiting  for  over  20  years  and  have  seen  options  accept 
carte  blanche  as  a  good  thing,"  says  George  B.  Paulin,  pn 
ident  of  compensation  consultancy  Frederic  W.  Cook  & 
"Now,  boards  and  investors  are  starting  to  question 
structure  of  option  deals." 
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France  Telecom  just  removed  the 
jst  barrier  in  broadcast  communications. 


/  T  rrrri 


We're  proud  to  announce 
GlobeCast,the  new  world  leader 
in  broadcast  services. 

On  April  7, 1997,  France  Telecom  combined 
its  broadcasting  expertise  with  that  of  Keystone 
Communications  Corp.  and  Maxat  Ltd.- the  leading 
video  and  audio  transmission  providers  in  America 
and  Europe-  to  create  the  world's  new  number  one 
broadcast  services  company. 

From  the  Great  Wall  to  the  Great  White  Way, 
our  new  GlobeCast®division  provides  seamless 
service  for  major  broadcast  and  business  television, 
radio  and  cable  networks  via  our  5/cyM  services, 
bringing  news,  entertainment  and  sporting  events 
to  hundreds  of  millions  of  viewers. 

Long  a  major  player  in  global  communications, 
France  Telecom  today  adds  GlobeCast  to  its 
world-class  voice,  data,  wireless,  cable  and  online 
capabilities.  We  invite  you  to  visit  us  at 
www.francetelecom.com. 

Together,  we  can  build  the  world  to  come. 

^1  France  Telecom 


Special  Report 


In  the  meantime,  many  top  execs  have  amassed  vast  troves 
of  options  that  have  yet  to  be  exercised  (page  66).  Among 
those  with  the  largest  potential  jackpots:  Disney  ceo  Eisner, 
who  holds  some  $364.4  million  in  unexercised  stock  options.  The 
gains  are  so  enoiTnous  that  aol's  Case,  who  cashed  in  most  of 
his  $27.4  million  in  options  before  growing  pains  and  account- 
ing changes  beat  up  the  stock  last  year,  is  still  sitting  on  op- 
tions worth  an  addi- 
tional $116.6  million. 
And  topping  the  list  is 
HFS  CEO  Henry  R.  Sil- 
veman,  with  $544.3  million  in  exercisable  stock  options. 

The  question,  of  course,  is  why  boards  don't  set  the  perfor- 
mance bar  higher.  While  compensation  committees  are  much 
more  vigilant  than  they've  ever  been,  Kayla  J.  Gillan,  general 
coimsel  at  the  California  Public  Employees'  Retirement  System, 
a  $110  billion  pension  fimd,  points  out  that  about  25%  of  the 
companies  in  the  s&p  still  have  an  insider  on  the  compensation 
committee.  And  companies  fear  they'll  lose  talent  if  their  ex- 
ecutive pay  falls  below  that  of  then-  peei-s.  That  helps  to  inflate 
compensation.  Says  Howard  B.  Edelstein,  a  principal  of  the 


Todd  Organization,  a  benefits  consulting  firm:  "Companies 
saying,  'Take  me  to  the  middle.' " 

Despite  recent  requirements  that  boards  disclose  the  crite: 
they  use  to  set  pay,  there's  plenty  of  wiggle  room.  At  Mat^ 
Inc.,  for  example,  newly  named  ceo  Jill  E.  Barad  wasn't  eli! 
ble  for  a  bonus  in  1996  because  the  company  missed  inte: 
tai'gets.  So  instead,  the  boai'd  awai'ded  her  a  $280,000  "spe 
achievement  bonus''  for  progi'ess  made  in  1995.  And  like 
executives,  Barad  has  also  negotiated  protection  should  t 
at  Mattel  go  wrong.  If  Barad  is  dismissed  or  leaves  for  "gol 
reason,"  she'll  receive  five  times  her  last  salary  plus  ave: 
bonus,  become  vested  in  an  executive  retii'ement  plan  at  t| 
age  of  50,  and  have  a  $3  million  loan  forgiven. 
SELLER'S  MARKET.  Even  those  whose  subpar  performan 
makes  then-  options  worthless  have  recourse.  For  example, 
1995  Digital  Equipment  ceo  Robert  B.  Palmer  was  granti 
300,000  options  at  the  then-market  price  of  $48.  The  next  ye 
the  package  was  smaller,  but  the  exercise  price  fell  to  $37.75 
match  the  swooning  stock.  If  the  stock  returns  to  its  alrea( 
depressed  1995  price.  Palmer  will  pocket  nearly  $2  million. 

Many  consultants  say  companies,  faced  vnth  executives  wf 


AN  EMBARRASSMENT  OF  RICHES? 


When  Union  Pacific  Coi-p.  stock- 
holders gather  for  the  annual 
meeting  in  Salt  Lake  City  on 
Apr.  18,  they'll  nm  a  gauntlet  of  noisy 
Teamsters  protesting  high  executive 
pay.  Theii'  target:  Drew  Lewis,  who 
received  $21.5  million  last  year  as  UP 
ceo  and  retu'ed  in  Januaiy  with  a 
five-year,  $3.75  million  consulting  con- 
tract that  requu-es  him  to  work  one 
week  a  month.  "We're  tiying  to  raise 
the  issue  of  ceo  pay  any  way  we 
can,"  says  Bart  Naylor,  head  of 
the  union's  coi-porate  affau's  unit. 
UP  says  Lewds'  compensation 
was  recognition  for  his  role  in 
the  merger  with  Southern  Pacific. 

CEOS  will  see  a  lot  more  chal- 
lenges to  their  pay  packages  this 
year,  mostly  from  unions  and  re- 
ligious groups.  So  far,  112  proxy 
resolutions  on  the  issue  have 
been  filed,  up  ft-om  63  in  1996, 
according  to  Investor  Responsi- 
bility Research  Center  Inc. 
(IRRC),  a  proxy  research  firni  in 
Washington.  And  on  Apr.  10,  the 
AFL-cio  was  due  to  launch  a  site 
on  the  World  Wide  Web  that  tells 
workers  and  investors  how  to  combat 
high  CEO  paychecks  (www.ctsg.com/ 
ceopay).  While  the  protests  haven't 
cut  executive  pay,  the  share  of  stock- 
holders voting  against  new  executive 
pay  plans  jumped  to  19%  last  year,  up 
from  3.5%  in  1988,  according  to  the 
IRRC.  "We  have  absolutely  been  vot- 
ing 'no'  more  on  ceo  pay  packages," 
says  Peter  Collins,  a  spokesman  for 
Florida's  $80  biUion  pension  fund. 
Although  the  public  outcry  that 


met  last  year's  proxy  season  has  died 
down,  it  hasn't  gone  away.  Instead,  it 
has  gone  grassroots.  One  way  unions 
try  to  embairass  ceos  is  by  publiciz- 
ing their  pay.  The  United  Farm 
Workers  plans  a  campaign  against 
Monsanto  ceo  Robert  B.  Shapiro, 
who  earned  $4.4  million  in  '96.  Mon- 
santo owns  strawben-y  farms  that 
pay  pickers  less  than  $10,000  a  year. 
Othei'  gi'oups  are  filing  proxy  reso- 


Target:  CEO  Pay 


lutions  to  limit  executive  pay.  In  May, 
for  example,  at&t  stockholders  wiU 
vote  on  whether  the  company  should 
consider  an  executive  pay  cap  at  some 
level  and  a  freeze  during  downsizings. 
The  resolution  is  sponsored  by  the 
United  States  Tinst  Co.  of  Boston, 
whose  investment  arm  runs  socially 
responsible  investment  funds.  The 
move  was  sparked  by  the  $10  miUion 
in  options  CEO  Robert  E.  Allen  was 
granted  in  late  1995  as  pait  of  the  re- 
structuring that  led  to  40,000  job  cuts. 


An  AT&T  spokeswoman  says  the  board 
already  considers  these  issues. 

While  management  almost  always 
prevails  on  such  votes,  many  compa- 
nies talk  to  the  filing  gi'oup.  Some 
give  gi'ound.  For  example,  the  Team- 
sters, which  has  $60  bilUon  in  pension 
assets,  filed  a  resolution  last  fall  at 
RJR  Nabisco  Inc.  to  stop  the  company 
from  repricing  executive  options  when 
the  stock  falls.  In  1995,  pjr  let  execs 
swap  options  priced  at  up  to  $50 
for  new  ones  priced  at  $27  after 
its  stock  di'opped  to  $27.  After 
talks  with  the  Teamsters,  rjr 
agi'eed  in  Februaiy,  1997,  to  a 
new  policy  restricting  repricing. 
The  union  withdi'ew  its  resolu- 
tion. RJR  says  it  wasn't  planning 
to  reprice  more  options  anyway. 

The  AFL-cio's  Web  site  aims  to 
spm*  attacks  on  high  ceo  pay. 
The  tai'get  audience  ranges  from 
ftmd  managers  who  invest  $250 
billion  of  imion  pension  money  to 
union  leader's  and  members  who 
own  company  stock,  401(k)s,  or 
mutual  funds.  The  Web  site  lets 
them  look  at  a  ceo's  pay  and  chart  it 
against  average  wages — or  their  own 
pay.  It  also  tells  investors  how  to  dig 
up  dhl  on  corjTOrate  directors'  con- 
flicts of  interest  with  the  CEO  and  how 
to  file  proxy  resolutions.  "We  want  to 
arm  people  so  they  can  battle  to  have 
their  money  represented  differently," 
says  WiUiam  Patterson,  director  of 
the  AFL-cio's  office  of  investments.  If 
he  succeeds,  ceos  may  be  fighting  off 
more  pay  complaints  than  ever. 

By  Aaron  Bei-nstein  m  Washington 


AFL-CIO  The  labor  federation  is  launching  a 
Web  page  that  details  CEO  pay  and  shows 
how  to  file  proxies  and  complain  to  directors 

DEMONSTRATIONS  The  Teamsters  will 
picket  Union  Pacific's  annual  meeting,  while 
the  United  Farm  Workers  are  planning 
attacks  against  Monsanto 

PROXY  BATTLES  More  than  110  proxies 
attempting  to  restrict  executive  pay  have 
been  filed  at  large  companies 

DATA  BUSINESS  WEEK 
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are  more  willing  to  job-hop,  must  dole 
out  juicy  options  packages  and  guai- 
antees  to  get  the  execs  they  want.  It's 
a  seller's  market,  with  CEOs  in  demand 
holding  most  of  the  cards.  "In  many 
cases,"  says  Peter  T.  Cliingos,  national 
practice  director  of  compensation  at 
KPMG  Peat  Mai-wick:  "You  don't  have  a 
choice." 

And  if  the  recent  tremors  in  the 
stock  market  turn  into  an  earth- 
quake? With  shareholder  returns  in- 
creasingly the  gauge  for  setting  ex- 


Special  Report 


Fortunes  in  the  Future 

These  chief  executives  still  have  huge  rewards  to  reap  from  stock  optioi 
that  have  yet  to  be  exercised.  The  top  20  treasure  chests: 


ecutive  compensation,  the  truest  test 
of  pay  for  performance  may  come  in 
a  bear,  not  a  bull,  market.  Yet  few 
expect  CEOs,  now  accustomed  to  su- 
percharged awards,  to  cut  back.  In- 
stead, experts  anticipate  demands 
for  lower-priced  options  or  for  more 
cash.  "When  stock  prices  go  down 
[CEOs  argue],  it's  purely  the  vagaries 
of  the  market,"  says  Kevin  Murphy, 
a  professor  of  business  admini- 
stration at  use.  "But  when  they 
go  up,  it's  what  they  did  to  create  value." 

Ah-eady,  the  pressm-e  to  repiice  has  begun.  After  a  difficult 
few  years  in  the  tnicldng  industiy,  Jeriy  W.  Walton,  chief  fi- 
nancial officer  at  J.  B.  Hunt  Ti-anspoit  Services  Inc.  in  Lowell, 
Ai'k.,  says  he  tried  to  get  the  top  brass  to  reprice  their  options, 
which  have  fallen  below  market  value,  on  condition  that  they 
siurender  some  of  the  stock.  Included:  a  gi'ant  of  2.5  million  oj> 
tions  for  Chainnan  Wayne  Ganison.  "Eveiybody  thought  it 
was  a  good  idea  to  reprice,"  Walton  says  with  a  laugh.  "Nobody 
thought  it  was  a  good  idea  to  suiTendei'  [the  options]." 


EXECUTIVE/ 

COMPANY 

VALUE  OF  NONEXERCISED 
STOCK  OPTIONS* 

THOUSANDS  OF  DOLLARS 

EXECUTIVE/ 

COMPANY 

VALUE  OF  NONEXERCI! 

STOCK  optioi; 

THOUSANDS  OF  DOLL 

HENRY  SILVERMAN 

HFS 

$544,284 

JOHN  WELCH 

GENERAL  ELECTRIC 

$107,31 

MICHAEL  EISNER 

WALT  DISNEY 

364,360 

SANFORD  WEILL 

TRAVELERS  GROUP 

101,54 

CHARLES  WANG 

COMPUTER  ASSOCIATES 

248,928 

ECKHARD  PFEIFFER 

COMPAQ  COMPUTER 

97,38 

RICHARD  SCRUSHY 

HEALTHSOUTH 

188,044 

STEPHEN  WIGGINS 

OXFORD  HEALTH  PLANS 

81,51 

STEPHEN  HILBERT 

CONSECO 

145,860 

LOUIS  GERSTNER 

IBM 

81,18 

ROBERTO  GOiZUETA 

COCA-COLA 

134,059 

STEVEN  BURD 

SAFEWAY 

80,93 

m 

WAYNE  CALLOWAY 

PEPSICO 

123,785 

LAWRENCE  BOSSIDY 

ALLIEDSIGNAL 

79,10 

LAWRENCE  ELLISON 

ORACLE 

121,178 

scon  McNEALY 

SUN  MICROSYSTEMS 

78,22 

STEPHEN  CASE 

AMERICA  ONLINE 

116,592 

CASEY  COWELL 

U.S.  ROBOTICS 

72,83 

DANIEL  TULLY 

MERRILL  LYNCH 

111,387 

ANDREW  GROVE 

INTEL 

72,28 

mi 

'Based  on  stock  price  at  end  of  company's  fiscal  year 


DATA:  STANDARD  &  POOR'S  COMPUl 


Compensation  Scoreboard  Glossary 


Will  executive  pay  ever  descend  fi-om  the  heavens?  So  M 
who  helped  push  the  early-1990s  reforms  aimed  at  trimm  ... 
exorbitant  executive  pay — and  tying  it  more  closely  to  p  J^^, 
foiTnance — are  cynical.  "I  wouldn't  say  the  glass  is  half  full; 
say  it's  one-millionth  full,"  says  Minow.  "I  do  think  thiijUlRLI 
have  improved.  But  a  lot  of  the  refonns  we  thought  would  h 
pen  with  executive  pay  have  been  ineffective."  For  sha 
holders,  1996  was  a  good  year  indeed.  But  it  was  a  far  bet  jj^j^y 
year  for  the  boss.  15 
B/j  Jennifer  Reingold  in  New  York,  with  bureau  repo'^^^^ 


If  the  system  worked  perfectly, 
executive  pay  would  rise  when  the 
boss  delivered  the  goods  for 
shareholders.  And  it  would  fall  when 
corporate  performance  declined.  But  it 
doesn't  always  happen  that  way. 

In  this  Scoreboard,  business  week, 
along  with  Standard  &  Poor's 
Compustat,  attempts  to  measure  how 
closely  pay  matches  performance.  The 
study  uses  two  approaches:  It  compares 
an  executive's  total  compensation  with 


the  company's  total  return  to  share- 
holders in  stock  appreciation  and 
dividends  over  three  years.  A  second 
comparison  measures  pay  against  corpo- 
rate profitability  for  the  same  period. 
Three  years  of  data  are  examined  to 
minimize  the  impact  of  single-year 
windfalls. 

The  Scoreboard  companies  boast 
market  values  that  are  among  the  500 
largest  companies  measured  by  market 
value  for  which  1996  compensation  data 


are  available.  Each  company  is  assigned 
to  one  of  nine  industry  groups.  Then, 
each  executive's  pay,  the  company's  tota, 
return  to  shareholders,  and  the 
company's  profit  record  are  measured 
against  the  others  in  the  group. 

Performance  ratings  are  given  only 
when  three  years  of  data  are  available, 
a  scale  of  5,  1  indicates  the  best 
performance;  5  is  the  worst.  The  top  15' 
of  the  sample  receives  a  1,  25%  a  2, 
30%  a  3,  20%  a  4,  and  10%  a  5. 


APPL 

m 


0  IIPOOI 


AUK 


1994-96  PAY-PERFORMANCE  ANALYSIS 


PAY  VS.  SHAREHOLDER'S  RETURN 

TOTAL  CCMVPENSATION  is  the  sum  of  an  executive's  salary.bonus. 

and  long-term  compensation  for  the  three  years. 

VALUE  OF  $100  INVESTED  is  the  yearend  1996  value  of  a 

$100  investment  in  the  company  made  three  years  earlier, 

including  both  share-price  appreciation  and  dividends 

(reinvested). 

RATING  shows  how  an  executive  stacks  up  against  industry 
peers,  measured  in  terms  of  pay  relative  to  total  return  to 
shareholders.  The  rating  is  based  on  an  index  in  which  the  value 
of  the  investment  at  the  end  of  the  three-year  period  is  divided 
by  an  executive's  total  pay  and  then  compared  with  other 
executives  in  the  same  industry  group. 


PAY  VS.  CORPORATE  PROFIT 

ROE  is  the  company's  average  return  on  common  equity  ove 
the  three-year  period. 

CHANGE  IN  ROE  is  the  improvement  or  decline  in  the 
company's  profitability  over  the  1994-96  period,  expressed 
in  terms  of  a  percentage. 

RATING  shows  how  an  executive  compares  with  industry 
peers  in  pay  for  company  profitabihty.  The  rating  is  based  on 
an  index  that  provides  equal  weight  to  the  company's  overall 
ROE  as  well  as  its  improvement  or  decline  during  the  past 
three  years.  Both  these  measurements  are  divided  by  an 
executive's  total  pay  and  then  compared  with  others  in  the 
same  industry  grouping. 


m 
i 


Footnotes:    tindicates  executive  retired  in  1996-97    tMay  exclude  option  gams  in  earlier  years    e=estimated    NA-not  available    NM=not  meaningful 


66  BUSINESS  WEEK  /  APRIL  21,  1997 


mi 


The  Business  Week 


EXECUTIVE  COMPENSATION 
SCOREBOARD 


IPANY 

EXECUTIVE 

1996  COMPENSATION 

1994-96  PAY-PERFORMANCE  ANALYSIS 

1996 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS  CORPORATE  PROFIT 

SALES:  $  MILLIONS 

ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1995 

TERM 
COMP 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATING 

AEROSPACE  (INDUSTRIAL:  HIGHTECH) 

22581.0 
10.0 

F.  Shrontz,  chmn. 

P.  M.  Condit,  pres.  &  CEO* 

-Became  CEO  4/29/96. 

1848 
1334 

12 
43 

5132 
2791 

15707 
7158 

259 

m 
m 

7,5 

-27.7 

a 
a 

RAL  DYNAMICS 

3581,0 
15.8 

J.  R.  Mellor,  chmn.  &  CEO 
N.  D.  Chabraja,  vice-chmn. 

2617 
1396 

-1 
7 

198 
133 

18850 
5409 

167 

a 
m 

15,2 

-31.3 

m 
m 

HEED  MARTIN 

26875.0 
21.9 

N.  R.  Augustine,  chmn.  &  CEO*t 
F.  C.  Lanza,  exec,  v-p 

-Became  CEO  1/1/96,  ••Includes  $41  mil 

2781         20     20324  35531 
1947         NA     48918**  NA 
payout  from  Loral  options.  Joined  company  4/1/95. 

236 

m 

NA 

17,6 

26.9 

m 

NA 

INNELL 
ILAS 

13814.0 
25.9 

H.  C.  Stonecipher,  pres.  &  CEO 
J.  F.  McDonnell,  chmn. 

1843 
932 

-9 
-13 

0 

3308 

12313 
8916 

380 

m 
m 

9,2 

146.5 

m 
m 

HROP 
lAMAN 

8071.0 
11.0 

K.  Kresa,  chmn.,  pres.  &  CEO 
G.  L.  Williams,  v-pl 

'Includes  $935,269  tax  reimbursement. 

2094 
2034* 

21 
77 

0 
0 

5910 
4181 

243 

m 
m 

10,3 

51.4 

m 
m 

ED 

NOLOGIES 

23434.0 
20.3 

G.  David,  pres.  &  CEO 
R.  F  Daniell,  chrnn.t 

2466 
1875 

25 
20 

4222 
0 

12173 
21560 

230 

m 
m 

17,8 

54.9 

m 
m 

AIRLINES  (TRANSPORTATION) 

\m  LINES 

12952.0 
8.4 

R.  W.  Allen,  chmn.,  pres.  &  CEO 
H.  C.  Alger,  exec,  v-p 

1020 
545 

-3 
9 

1244 
1505 

4185 
2953 

131 

m 
m 

-5,2 

NM 

m 
m 

HWEST 
NES 

9880.5 
NM 

J.  H.  Dasburg,  pres.  &  CEO 
M.  E.  Levine,  exec,  v-p 

911 
599 

3 

-1 

5790 
4500 

17133 
8043 

NA 

NA 
NA 

NM 

NM 

NA 
NA 

HWEST 
NES 

3406.2 
12.6 

H.  D.  Kelleher,  chmn.,  pres.  &CEO 
G.  A.  Barron,  exec,  v-p 

567 
374 

0 
13 

4055 
0 

7507 
1027 

59 

a 
m 

13,3 

-14.1 

m 
m 

16362.0 
54,3 

G.  Greenwald,  chmn.  &  CEO 
J.  A.  Edwardson,  pres.  &  COO 

1486 
939 

2 
2 

0 
0 

11059 
7695 

238 

m 
m 

NM 

NM 

NA 
NA 

APPLIANCES  (CONSUMER  PRODUCTS) 

EH  &  PLATT 

2466.2 
18.1 

H.  M.  Cornell  Jr.,  chmn.  &  CEO 
F  E.  Wright,  pres.  &  COO 

582 
501 

-46 
6 

488 
0 

3372 
1519 

145 

m 
m 

18.3 

8.3 

m 

ffl 

Y 

6285.5 
-6.9 

J.  V.  Roach,  chmn.  &CEO 
L.  H.  Roberts,  pres. 

770 
550 

-16 
-21 

87 
0 

3957 
2394 

93 

m 
m 

6.6 

NM 

m 
m 

tLPOOL 

8696.0 
8.1 

D.  R.  Whitwam,  chmn.  &  CEO 
W.  D.  Marohn,  pres.  &  COO 

1400 
760 

-3 
11 

82 
40 

6932 
3075 

75 

a 
a 

9.5 

-42.2 

a 

a 

AUTOMOTIVE  (CONSUMER  PRODUCTS) 

7889.5 
21.4 

S.  J.  Morcott,  chmn.  &  CEO 
J.  M.  Magliochetti,  pres. 

1997 
973 

-24 
-17 

606 
310 

7593 
3476 

120 

m 
m 

23.5 

33.5 

m 
m 

MOTOR 

146991.0 
16.4 

A.  J.  Trotman,  chmn.,  pres.  &  CEO       4920  1 
E.  E.  Hagenlocker,  vice-chmn.            2156  -3 

*1996  long-term  incentive  plan  payout  has  not  been  determined. 

2028* 
549* 

23931 
10270 

113 

m 
m 

18.4 

13.8 

a 
a 

BANKS  &  BANK  HOLDING  COMPANIES  (FINANCIAL  SERVICES) 

:ONE 

10272.4 
16.7 

J.  B.  McCoy,  chmn.  &  CEO 
R.  J.  Lehmann,  pres. 

2580 
1450 

8 

21 

1018 
613 

7783 
4659 

149 

m 
m 

15.4 

2.8 

m 
m 

(OF 
^ON 

6237.0 
13.8 

C.  K.  Gifford,  CEO 

H.  D.  Meirelles,  pres.  &  COOt 

2990 
2130 

35 
22 

3949 
487 

14128 
5787 

309 

m 
m 

14.9 

38.5 

m 
m 

(OF 
YORK 

5713.0 
20,1 

J.  C.  Bacot,  chmn.  &  CEO 
T.  A.  Renyi,  pres. 

5344 
3170 

13 
32 

2442 
0 

17606 
7244 

263 

m 
m 

18.5 

42.5 

m 
m 

(AMERICA 

22071.0 
14,6 

D.  A.  Coulter,  chmn.  &  CEO* 
T.  E.  Peterson,  vice-chmn. 

•Became  CEO  1/1/96. 

3542 
1700 

99 
23 

1413 
1413 

10021 
7719 

237 

m 
m 

13.5 

20.3 

m 
m 

(ERS  TRUST 
YORK 

9565,0 
12.7 

F  N.  Nevvman,  chmn.  &  CEO* 
J.  E.  Virtue,  sr.  v-p 

•Became  CEO  1/1/96.  **lncludes  $1,1  mil 

8925  584 
11803  NA 

in  relocation  expenses. 

1131** 
60 

NA 
NA 

130 

NA 
NA 

10.1 

-48,1 

NA 
NA 
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19% 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VS,  CORPORATE  PROFI 

SALES:  $  MILLIONS 

ROE:  % 

SALARY        %  CHANGE 
&  BONUS  FROM 
$000  1995 

TERM 

COMP, 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RA 

DAKNCI  1  DHnlVO 

OO  i  D.O 

16.7 

C.  E.  Rice,  chmn.  &  CEO  4308* 
A.  L.  Lastinger  Jr.,  pres.  &  COO  1682** 

"includes  $1.7  mil  tax  reimbursement  for  options  exercise. 

87  4063 
15        1744  , 

"Includes  $376,274  ta 

14836      220        [H  16.4 

7362  m 
X  reimbursement  for  options  exercise. 

10.1 

12.2 

W.  V.  Shipley,  chmn.  &  CEO 
T.  G.  Labrecque,  pres.  &  COOt 

5664 
5211 

90 
50 

3723 
2070 

18618 
18812 

247 

a 
a 

13.3 

-17.8 

CITICORP 

32605.0 
19.5 

J.  S.  Reed,  chmn.  &  CEO 
W.  1.  Campbell,  exec,  v-p* 

'Joined  company  1/1/96. 

3467 
1337 

-19 
NA 

40143 
0 

56924 
NA 

295 

m 

NA 

20.3 

22.4 

r 

CORESTATES 
FINANCIAL 

4197.3 
17.6 

T.  A.  Larsen,  chmn.  &  CEO 
R.  B.  Greco,  pres. 

1094 
671 

-14 
-3 

11820 
2669 

16134 
5321 

225 

E 

m 

15.7 

5.0 

CRESTAR  FINANCIAL 

1899.7 
12.3 

R.  G.  Tilghman,  chmn.  &  CEO 
J.  M.  Wells  III,  pres.  &  COO* 

■Passed  away  10/1/96 

1392 
841 

21 
15 

700 
156 

6096 
3105 

197 

m 
m 

13.2 

-5.7 

FIFTH  THIRD  BANCORP  1753.5 
15.6 

G.  A.  Schaefer  Jr.,  pres.  &  CEO 
S.  J.  Schrantz,  exec,  v-p 

1392 
651 

23 
13 

1162 
393 

4840 
2201 

195 

m 
m 

16.6 

-4.7 

FIRST  BANK  SYSTEM 

3839.6 
24.0 

J.  F.  Grundhofer,  chmn.,  pres.  &  CEO 
R.  A.  Zona,  vice-chmn. 

2066 
1084 

13 
15 

12925 
4319 

28024 
11853 

243 

a 
a 

19.2 

75.0 

FIRST  CHICAGO  NBD 

10117.0 
16.4 

V.  G.  Istock,  pres.  &  CEO 
D.  J.  Vitale,  vice-chmn. t 

2072 
1177 

52 
0 

1945 
2754 

8460 
9075 

204 

m 
a 

15.7 

10.6 

FIRST  OF  AMERICA 
BANK 

2082.9 
14.4 

R.  F.  Chormann,  chmn.,  pres.  &  CEO* 
W.  R.  Cole,  chmn.  &  CEO-sub.t 

•Became  CEO  5/1/96 

/a/ 
410 

DO 

24 

U 
0 

1  one 

1128 

1/4 

m 
111 

ffl 

13.8 

-9.1 

FIRST  TENNESSEE 
NATIONAL 

1467.7 
18.8 

R.  Horn,  pres.  &  CEO 
J.  K.  Glass,  pres. -sub. 

'Excludes  $100,000  salary  paid  in  form  of  2 

732* 
446 

1,692  options 

4 

25 

117 
670 

4032 
1815 

218 

m 
m 

19.1 

6.1 

FIRST  UNION 

11985.0 
14.9 

E.  E.  Crutchfield,  chmn.  &  CEO 
J.  R.  Georgius,  vice-chmn. 

3114 
2155 

20 
28 

4924 
1729 

15375 
8972 

201 

a 
a 

15.8 

-2.8 

FIRSTAR 

1823.5 
14.7 

R.  L.  Fitzsimonds,  chmn. 
J.  A.  Becker,  pres. 

806 
581 

-17 
-16 

596 
406 

3834 
2698 

190 

m 
m 

15.2 

-15.3 

FLEET  FINANCIAL 
GROUP 

8043.0 
16.5 

T.  Murray,  chmn.,  pres.  &  CEO 
J.  B.  Alvord,  chmn.t 

•Includes  $12.1  mil  in  aggregate  retirement 

3229 
3040 

payment. 

12 
-25 

2379 
19409* 

12055 
NA 

169 

m 

NA 

14.5 

11.2 

^ 

HUNTINGTON 
BANCSHARES 

1783.5 
17.3 

F.  G.  Wobst,  chmn.  &  CEO 

W.  L.  Hoskins,  chmn.  &  CEO-sub. 

1502 
829 

18 

17 

1444 
2250 

5156 
4819 

180 

u 
m 

15.9 

-3.0 

KEYCORP 

6038.0 
15.9 

R.  W.  Gillespie,  chmn.,  pres.  &  CEO 
H.  L.  Meyer  III,  vice-chmn.,  COO 

May  contain  data  from  a  preliminary  source. 

1422 
685 

23 
10 

1268 
342 

6367 
2986 

192 

m 
m 

16.6 

-2.8 

MARSHALL  &  ILSLEY 

1474.8 
15.8 

J.  B.  Wigdale,  chmn.  &  CEO 
D.  J.  Kuester,  pres. 

950 
778 

15 
12 

555 
550 

3449 
3014 

159 

Q] 

m 

13.2 

-4.5 

MBNA 

3279.2 
28.8 

A.  Lerner,  chmn.  &  CEO 
C.  M.  Cawley,  pres. 

4515 
4586 

62 
59 

1585 
6088 

13580 
21359 

303 

u 
a 

28.5 

6.7 

1 

MELLON  BANK 

4762.0 
19.9 

F.  V.  Cahouet,  chmn.,  pres.  &  CEO 
C.  M.  Condron,  vice-chmn. t 

2024 
880 

33 
-3 

4170 
1097 

14083 
4511 

229 

n 
m 

15.9 

82.0 

[ 

r 

t 

MORGAN  (J.  P.) 

15866.0 
14.4 

D.  A.  Warner  III,  chmn. 
K.  F.  Viermetz,  vice-chmn. 

3234 
2634 

34 
25 

6787 
7242 

19500 
17004 

160 

m 

a 
m 

13.4 

-21.2 

[ 

r 

I 

NATIONAL  CITY 

4928.4 
16.5 

D.  A.  Daberko,  chmn.  &  CEO 
W.  R.  Robertson,  pres. 

966 
842 

21 
23 

3357 
3993 

6852 
7147 

208 

m 
m 

16.7 

9.3 

[ 

f 

NATIONSBANK 

17509.0 
18.6 

H.  L.  McColl,  Jr.,  CEO 
K.  D.  Lewis,  pres. 

4056 
2600 

16 
30 

0 
0 

21281 
6543 

220 

a 
m 

15.4 

43.1 

[ 

r 

L 

NORTHERN 
TRUST 

1929.4 
17.8 

W.  A.  Osborn,  chmn.  &  CEO 
B.  G.  Hastings,  pres.  &  COO 

1000 
775 

51 
25 

1014 
698 

4930 
4540 

196 

m 
m 

16.7 

8.3 

[ 
[ 

NORWEST 

8882.9 
19.3 

R.  M.  Kovacevich,  pres.  &  CEO 
L.  S.  Biller,  exec,  v-p 

3139 
1543 

3 
1 

4855 
1680 

16901 
6806 

195 

a 

m. 

20.3 

-0.3 

[ 

PNC  BANK 

6333.8 
16.9 

T.  H.  O'Brien,  chmn.  &  CEO 
J.  E.  Rohr,  pres. 

2102 
1353 

34 
38 

2137 
1436 

7131 
4405 

151 

m 
m 

12.6 

-1.7 

[ 
[ 

REGIONS 
FINANCIAL 

1606.9 
14.4 

J.  S.  Mackin,  chmn.  &  CEO 
R.  D.  Horsley,  vice-chmn. 

May  contain  data  from  a  preliminary  source. 

1330 
428 

15 
4 

2538 
1293 

8335 
2700 

176 

m 
m 

14.7 

9.1 

[ 
[ 

REPUBLIC 
NEW  YORK 

3279.2 
14.1 

VI.  n.  Weiner,  chmn.  &  CtO 
D.  C.  Schlein,  vice-chmn. 

1 550 
1510 

6 1 
99 

472 
463 

4Db/ 
4881 

1  QQ 

m 

lo.o 

13.1 

[ 

r 

SOUTHTRUST 

2059.0 
14.7 

W.  D.  Malone  Jr.,  chmn.  &  CEO 
J.  W.  Banton,  pres.  &  CEO-sub. 

1660 
501 

44 

0 

1572 
525 

5395 
2167 

203 

m 
m 

14.6 

2.6 

E 
r 

L 

STAR  BANC 

906.1 
18.5 

J.  A.  Grundhofer,  chmn.,  pres.  &  CEO 
D.  M.  Moffett,  exec,  v-p  &  CFO 

1575 
556 

6 
10 

0 
0 

6302 
1592 

288 

m 
m 

17.1 

23.4 

t 
[ 

STATE  STREET 
BOSTON 

2744.4 
18.0 

M.  N.  Carter,  chmn.  &  CEO 
N.  A.  Lopardo,  exec,  v-p 

1502 
1659 

25 
18 

5403 
591 

10317 
5056 

181 

m 
m 

15.8 

10.9 

[: 

[; 

SUMMIT  BANCORP. 

1798.3 
11.8 

T.  J.  Semrod,  chmn.  &  CEO 
R.  G.  Cox,  pres. 

1469 
920 

16 
NA 

592 
1297 

5393 
NA 

201 

m 

NA 

12.4 

53.6 

N 

SUNTRUST  BANKS 

4064.0 
12.5 

J.  B.  Williams,  chmn.  &  CEO 
L.  P.  Humann,  pres. 

1125 
664 

9 
7 

5085 
3584 

9943 
6849 

235 

m 
m 

13.7 

-3.7 

c 
[' 
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Bad  Year? 

It  happens  in  the  best  of  companies.  A  strike  here.  An  account 
loss  there.  And  you  suddenly  give  new  meaning  to  the  question 
What  suit  should  I  wear  to  the  shareholder  meeting?" 

Needless  to  say,  nobody  can  prevent  the  unpreventable.  But 
at  Ernst &Young,  we  help  reduce  your  vulnerability  in  virtually 
every  aspect  of  your  business.  No  matter  where  you're  located. 

Because  we're  part  of  a  worldwide  organization  that  has 
72,000  people  in  134  countries.  We  hope  you'll  call. 

We'd  like  to  see  you  wearing  pinstripes  again. 

There  Isn^tA  Business  We  Can^t  Improve  ^ 

eU  Ernst  &YOUNC 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY 


EXECUTIVE 


1996  COMPENSATION 


1994-96  PAY-PERFORMANCE  ANALYSIS 


1996 

TOTAL  ANNUAL  COMP, 

LONG- 

PAY  VS,  SHAREHOLDER  RETURN 

PAY  VS  CORPORATE  PROFITB 

SALES,  $  MILLIONS 

ROE;% 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1995 

TERM 
COMP 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
Of  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

ratI 

SYNOVUS  FINANCIAL 

1088.7 
17.8 

J  H  Blancharri  rhmn  &  CEOi 
J.  D.  Yancey,  vice-chmn.1: 

1033 
679 

24 
19 

407 
433 

3567 
2596 

276 

m 
m 

17.1 

14.6 

U.S.  BANCORP 

3068.5 
18.2 

G.  B.  Cameron,  chmn.,  pres.  &  CEO 
D.  R.  Nelson,  pres.  &  COOt 

1647 
989 

19 

1428 
677 

5290 
NA 

200 

m 

NA 

13.2 

23.7 

e| 

Nil 

WACHOVIA 

4015.0 
17.3 

L.  M.  Baker  Jr.,  pres.  &  CEO 
G.  J.  Prendergast,  exec,  v-p 

1059 
674 

5 
5 

1  nan 
1313 

6057 
3556 

187 

m 

16.6 

6.0 

WELLS  FARGO 

8723.0 
7.4 

P.  Hazen,  chmn.  &  CEO 
W.  F.  Zuendt,  pres. 

2861 
1819 

2 
4 

yyo 
3853 

12454 
8874 

225 

ID 

l3l 

19.5 

-51.4 

[M 

r, 
\i 

6    BEVERAGES  (CONSUMER  PRODUCTS) 

ANHEUSER-BUSCH 

10883.7 
28.7 

A.  A.  Busch  III,  chmn.,  pres.  &  CEO 
P.  T.  Stokes,  v-p 

2437 
1205 

51 
48 

6112 
2300 

12557 
6570 

180 

m 
m 

24.0 

105,4 

E 
C 

COCA-COLA 

18546.0 
56.7 

R.  C.  Golzueta,  chmn.  &  CEO 
M.  D.  Ivester,  pres.  &  COO 

5213 
1925 

7 
17 

10857 
20049 

41034 
27983 

246 

m 
m 

53.6 

18,8 

C 

COCA-COLA 
ENTERPRISES 

7921.0 
7.5 

S.  K.  Johnston  Jr.,  vice-chmn.  &  CEO 
H.  A.  Schimberg,  pres.  &  COO 

4829 
4677 

26 
28 

445 
12130 

15175 
29519 

320 

m 
m 

6,1 

NM 

E 

PEPSICO 

31645.0 
17.3 

D.  W.  Calloway,  chmn.  &  CEO 
R.  A.  Enrico,  chmn.  &  CEO* 

'Became  CEO  4/1/96,  "Includes  $777,311 

2347  -32 
3091**  85 
in  relocation  expenses 

7096 
1745 

23926 
20547 

151 

s 
m 

21,8 

-30,7 

y 

7    BUILDING  (INDUSTRIAL;  LOW  TECH)  1 

PPG  INDUSTRIES 

7218.1 
30.0 

J.  E.  Dempsey,  chmn.  &  CEO 
R.  W.  LeBoeuf,  pres.  &  COO 

2078 
1132 

-2 
11 

1089 
1031 

7691 
5637 

161 

m 
m 

26,7 

151,2 

i 

SHERWIN-WILLIAMS 

4132.9 
15.4 

J.  G.  Breen,  chmn.  &  CEO 
T.  A.  Commes,  pres.  &  COO 

1540 
1016 

12 
12 

1546 
1742 

6911 
4942 

165 

m 
m 

16,9 

2,3 

cl 

[: 

8    CHEMICALS  (INDUSTRIAL:  LOW  TECH) 

AIR  PRODUCTS  & 
CHEMICALS 

4181.9 
16.6 

H.  A.  Wagner,  chmn.,  pres.  &  CEO 
J.  J.  KamlnskI,  exec,  v-p 

1211 
562 

-9 
-10 

951 
588 

5412 
3116 

166 

m 
m 

14.2 

73.2 

DOW  CHEMICAL 

20053.0 
23.9 

W.  S.  Stavropoulos,  pres.  &  CEO 
A.  J.  Carbone,  exec,  v-p 

1507 
955 

18 
20 

1471 
560 

7193 

155 

m 

19.9 

201.3 

DUPONT 

43810.0 
34.6 

J.  A.  Krol,  pres.  &  CEO 
A.  W.  Dunham,  exec,  v-p 

2400 
1620 

38 
75 

389 
4128 

6244 
7774 

214 

m 
m 

32.1 

584.6 

D 
D 

EASTMAN  CHEMICAL 

4782.0 
23.2 

E.  W.  Deavenport  Jr.,  chmn.  &  CEO 
R.  W.  Bourne  Jr.,  vice-chmn.  &  exec,  v-p 

1064 
625 

-20 
-19 

601 
588 

6598 
3752 

127 

m 
m 

28.6 

-7.9 

ENGELHARD 

3184.4 
18.1 

0.  R.  Smith,  chmn.  &  CEO 
L.  D.  LaTorre,  pres.  &  COOt 

1575 
830 

-5 
-2 

1246 
622 

15928 
7970 

124 

m 
a 

18.6 

475.5 

il 

HERCULES 

2060.6 
36.7 

T.  L.  Gossage,  chmn.t  1498 
R.  K.  Elliott,  chmn.  &  CEO*                87 1 

'Became  CEO  8/2/96;  became  chairman  on  1/1/97. 

-24 
-12 

3430 
107 

14607 
5719 

121 

m 
a 

29.5 

140.7 

Q 

IMC  GLOBAL 

2941.1 
10.2 

W.  F.  Bueche,  chmn.  &  CEO 
J.  D.  Speir,  pres.  &  COOt 

'Includes  $1.7  mil  noncompete  agreement  S 

970  -2 
565  5 
<  $635,020  severance. 

1472 
3153* 

4821 
4915 

176 

m 
m 

8.8 

NM 

D 
Q 

INTL.  FLAVORS  & 
FRAGRANCES 

1436.1 
17,2 

E.  P.  Grisanti,  chmn.  &  pres. 
H.  R.  Kirkpatrick,  sr.  v-p 

1113 
606 

-13 
-4 

0 

248 

3636 
2767 

129 

m 
m 

20.6 

-24.1 

MONSANTO 

9262,0 
10.4 

R.  8.  Shapiro,  chmn.  &  CEO 
N.  L.  Reding,  vice-chmn. 

2920 
1459 

52 
5 

1493 
1154 

9130 
6416 

287 

m 
m 

17.1 

-39.7 

g 

MORTON 
INTERNATIONAL 

3742,8 
18.7 

S.  J.  Stewart,  chmn.  &  CEO 
W.  E.  Johnston  Jr.,  pres.  &  COO 

1490 
850 

10 
4 

1291 
695 

12111 
6337 

137 

m 

B 

17.5 

76.7 

i3 

H 

PRAXAIR 

4449.0 
14.7 

H.  W.  Lichtenberger,  chmn.  &  CEO 
E.  G.  Hotard,  pres. 

1962 
1131 

15 
4 

13541 
7547 

18821 
10564 

287 

H 

m 

20.7 

-34.9 

B 
B 

ROHM  &  HAAS 

3982.0 
22,3 

J.  L.  Wilson,  chmn.  &  CEO 
J.  P.  Mulroney,  pres. 

1260 
864 

28 
30 

763 
544 

4783 
3329 

148 

m 
m 

19.0 

146.5 

Q 
D 

UNION  CARBIDE 

6106,0 
27.5 

W.  H.  Joyce,  chmn.,  pres.  &  CEO  1883 
J.  E.  Geoghan,  v-p  698 

'  Excludes  $325,533  from  Praxair  options  exercise.  **Exc 

28         222*          4985  195 
-1       2183**  4657 

udes  $607,038  from  Praxair  options  exercise 

m 
m 

32,3 

158.2 

Q 
Q 

1 


9    CONGLOMERATES  (INDUSTRIAL;  LOW  TECH) 


ALLEGHENY  TELEDYNE 

3815.6 
25.8 

W.  P.  Rutledge,  pres.  &  CEO*             1505           6  0 
A.  H.  Aronson,  exec,  v-pt                    670*        -5  725** 
■Resigned  2/1/97,  "Compensated  by  Allegtieny  Ludlum  prior  to  merger. 

4322 
2987 

184 

m 
m 

21.1 

-0,5 

Q 
Q 

ALLIEDSIGNAL 

13971.0 
24.4 

L.  A.  Bossidy,  chmn.  &  CEO 
F.  M.  Poses,  exec,  v-p 

4807 
1179 

9 
7 

7005 
2081 

32664 
12647 

179 

m 
m 

24.7 

-11,1 

H 

B 

GENERAL  ELECTRIC 

78541.0 
23.4 

J.  F.  Welch  Jr.,  chmn.  &  CEO 
P.  Fresco,  vice-chmn. 

6300 
3058 

18 
16 

21321 
10916 

57292 
27251 

204 

m 

22.7 

35.5 

11 
H 

HARCOURT 
GENERAL 

3360.2 
18.6 

R.  J.  Tarr  Jr.,  pres.  &  CEO* 
R.  A.  Smith,  chmn.** 

•Resigned  1/15/97,  "Began  serving  as  CEO 

2853 
1275 

beginning 

5 
0 

1/15/97, 

3264 
0 

15643 
3825 

134 

m 
m 

15,6 

18.2 

§ 

IKON  OFFICE 
SOLUTIONS 

4339.6 
13.7 

J.  E.  Stuart,  chmn.,  pres.  &  CEO 
J.  J.  Forese,  exec,  v-p  &  COO* 

1800 
975 

6 
NA 

2320 
166 

8198 
NA 

197 

m 

NA 

11,2 

NM 

N/ 

'Joined  company  1/1/96, 
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How  Many  People  Are  Working  For  You  ^ 
To  Find  People  To  Work  For  You? 


In  today's  hiisiness  world, 
companies  like  yours  know  tliey 
haye  to  concentrate  on  their  core 
competency  to  be  conipetitiye. 
That's  where  MRI  comes  in. 
We're  your  search  and  recruitment 
outsourcing  partner. 

M a n a <ie m e n t  Recruiters 
Inteniation;il,  Inc.,  is  an  extension 
of  yoiu'  liuman  resoiu'ces  recniiting 
function.  \our  Management 
Recruiters  or  Sales  Consultants 


ofllcc  will  put  together  a  project 
team  ol  prolcssionals  w  ho  do 
what  they  do  hest  so  you  can  do 
what  you  do  hcst. 

\ou  know  how  to  market 
\  oiu"  jH'oduct;  we  kno\v  iiow  to 
fmd  the  sales  talent  to  implement 
your  mark(>ting  plan. 

^ou\  e  (le\  eloped  successful 
production  processes;  we've 
dcyclo])ed  the  systems  to  staff  them. 

^ou  ha\  p  the  teclmolog^  to 


propel  Nour  business  into  the 
next  centiny;  we  lia\  e  access  to 
liic  people  you  neeil  at  the  helm. 

\\  hether  you  need  one  person 
to  fill  a  key  slot  on  your  management 
team  or  dozens  of  professionals 
to  staff  an  entire  division,  MRI 
can  assemble  the  resources  to  get 
the  jol)  done. 

For  the  complete  list  of  our 
(iffices  and  industry  specialists, 
call  800-87.5-4000. 


Sales  Consultants 

Management 
Recruiters 

CompiiSearch 

OfficeMatesS 


M^l  Intelligent  Staffing  Solutions, 


\v  w.mrinet.corn 


EXECUTIVE  COMPENSATION  SCOREBOARD  1 

COMPANY 

EXECUTIVE 

1996  COMPENSATION 

1994-96  PAY-PERFORMANCE  ANALYSIS 

1996 

TOTAl  ANNUAL  COMP 

LONG- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VS  CORPORATE  PROFITl 

SALES;  $  MILLIONS 

ROE;  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1995 

TERM 
COMP 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

ratI 

ROCKWELL 
INTERNATIONAL 

10596.0 
10.6 

D.  R.  Beall,  chmn.  &CEO 
D.  H.  Davis  Jr.,  pres.  &  COO 

3007 
1395 

5 

-14 

324 
0 

8323 
.  4997 

176 

m 
m 

16,4 

-44.1 

TENNECO 

6572.0 
8,2 

D.  G.  Mead,  chmn.  &  CEO 
P.  T.  Stecko,  coot 

2706 
909 

31 
29 

2500 
1200 

9848 
3802 

111 

B 

m 

15,0 

-51.1 

TEXTRON 

9274.0 
15.2 

J.  F.  Hardymon,  chmn.  &  CEO 
L.  B.  Campbell,  pres.  &  COO 

2663 
1200 

11 
11 

1970 
1114 

11008 
8589 

174 

a 
a 

14.8 

10.8 

TRW 

9857.0 
8.3 

J.  T.  Gorman,  chmn.  &  CEO 
P.  S.  Hellman,  pres.  &  COO 

5052 
2810 

3 
8 

0 
0 

15419 

7505 

155 

a 
a 

15.7 

-42.1 

10    CONTAINERS  (INDUSTRIAL:  LOW  TECH) 

CROWN  CORK 
&SEAL 

8331.9 
8.4 

W.  J.  Avery,  chmn.  &  CEO 

A.  W.  Rutherford,  exec,  v-p  &  CFO 

1000 
419 

10 
24 

0 
147 

4710 
1601 

133 

m 
m 

7.7 

-42.0 

TEMPLE-INLAND 

3460.0 
6.6 

C.  J.  Grum,  chmn.  &  CEO 

K.  M.  Jastrow  II,  group  v-p  &  CFO 

900 
725 

-17 
5 

104 
7 

3310 
1871 

115 

m 
m 

9.4 

66.6 

UNION  CAMP 

4013.2 
4.1 

W.  C.  McClelland,  chmn.  &  CEO 
J.  H.  Ballengee,  pres.  &  COO 

773 
512 

-37 
-33 

36 
93 

3596 
2567 

111 

m 
m 

10.6 

47.9 

11    DRUGS  (CONSUMER  PRODUCTS) 

ABBOn 
LABORATORIES 

11013.5 
39.0 

D.  L.  Burnham,  chmn.  &  CEO 
T.  R.  Hodgson,  pres.  &  COO 

2421 
1510 

8 
6 

1311 
734 

7765 
5141 

183 

m 
m 

38.3 

2.6 

AMERICAN  HOME 
PRODUCTS 

14088.3 
28.9 

J.  R.  Stafford,  chmn.,  pres.  &  CEO 
R.  G.  Blount,  sr.  exec,  v-p 

2460 
1300 

4 
3 

15937 
5234 

25572 
13268 

203 

a 
a 

31.7 

-23.9 

@ 
@ 

AMGEN 

2239.8 
35.7 

G.  M.  Binder,  chmn.  &  CEO 
K.  W.  Sharer,  pres.  &  COO 

1624 
1205 

7 
15 

10672 
3392 

35057 
8191 

220 

a 
m 

31.0 

11.6 

g 

BAXTER 

INTERNATIONAL 

5438.0 
23.0 

V.  R.  Loucks  Jr.,  chmn.  &  CEO 

H.  M.  Jansen  Kraemer  Jr.,  sr.  v-p  &  CFO 

1877 
680 

0 
27 

0 
0 

5343 
1951 

201 

m 
m 

16.3 

NM 

Q 
Q 

bbblUN,  UlLKINbUN 

2785.6 
22.9 

C.  Castellini,  chmn.,  pres.  &  CEO 
J.  W.  Galiardo,  vice-chmn. 

1354 
730 

18 
10 

397 
453 

4038 
3170 

253 

m 
m 

io.  / 

58.0 

Q 

n 

BOSTON  SCIENTIFIC 

1462.0 
18.2 

P.  M.  Nicholas,  chmn.,  pres.  &  CEO 
J.  E.  Abele,  director 

1150 
715 

9 
4 

2628 
1865 

5883 
4011 

480 

m 
m 

14.3 

-35.4 

11 

B 

BRISTOL-MYERS 
SQUIBB 

15065.0 
43.4 

C.  A.  Heimbold  Jr.,  chmn.,  pres.  &  CEO 
M.  E.  Autera,  exec,  v-p 

2322 
1120 

-2 
-2 

4259 
1765 

11181 
6010 

215 

m 
m 

35.6 

31.5 

H 

[2 

GENENTECH 

846.4 
6.6 

A.  D.  Levinson,  pres.  &  CEO 
W.  D.  Young,  exec,  v-p 

800 
580 

19 
8 

0 

1628 

2167 
3235 

106 

m 
m 

8.3 

24.6 

H 

|3 

GUIDANT 

1048.5 
14.7 

J.  M.  Cornelius,  chmn.t 
R.  W.  Dollens,  pres.  &  CEOt 

1188 
585 

12 
21 

753 
749 

5195 
3010 

25.3 

193.7 

a 
n 

JOHNSON  & 
JOHNSON 

21620.0 
26.6 

R.  S.  Larsen,  chmn.  &  CEO 
R.  N.  Wilson,  vice-chmn. 

'Includes  $774,221  dividend  equivalents.  * 

2846*          6       2649  10064 
2339**        8       1964  10139 

'Includes  $787,782  dividend  equivalents. 

235 

m 
a 

27.1 

-17.0 

[3 

LILLY  (ELI) 

7346.6 
24.9 

R.  L.  Tobias,  chmn.  &  CEO 
C.  E.  Golden,  exec,  v-p  &  CFO* 

'Joined  company  3/4/96. 

2401 

1628 

20 
NA 

4209 
802 

13139 
NA 

271 

m 

NA 

23.7 

131.8 

(3 

MALLINCKRODT 

2302.4 
15.6 

C.  R.  Holman,  chmn.  &  CEO 
M.  G.  Nichols,  pres.  &  COO 

1194 
652 

10 
5 

0 
127 

4124 
2156 

138 

m 
m 

14.0 

NM 

E 
Q 

MEDTRONIC 

2393.9 
25.1 

W.  W.  George,  pres.  &  CEO  1015* 
A.  D.  Collins  Jr.,  COO  784** 

•Excludes  $200,000  bonus  paid  as  15.059  stock  options 

22        1296            5334      338  [B 
27         702            3188  Q] 
"Excludes  $75,000  bonus  paid  as  5,648  stock  options. 

23.9 

13.7 

B 

!2 

MERCK 

19828.7 
32.4 

R.  V.  Gilmartin,  chmn.,  pres.  &  CEO 
E.  M.  Scolnick,  exec,  v-p 

2300 
1463 

10 
12 

0 

1007 

6720 
10467 

251 

m 
a 

29.2 

50.0 

d 
s 

PFIZER 

11306.0 
29.4 

W.  C.  Steere,  Jr.,  chmn.  &  CEO 

H.  A.  McKinnell  Jr.,  exec,  v-p  &  CFO 

3511 
1531 

13 
14 

9759 
2168 

25436 
8234 

257 

a 
m 

29.2 

72.7 

i 
@ 

PHARMACIA  & 
UPJOHN 

7285.7 
9.0 

J.  L.  Zabriskie,  pres.  &  CEO* 
L.  S.  Smith,  exec,  v-p 

'Resigned  1/20/97 

1594 
839 

-23 

-25 

427 
7182 

6455 
10453 

222 

m 
a 

13.5 

-52.4 

S 

SCHERING-PLOUGH 

5655.8 
58.9 

R.  J.  Kogan,  pres.  &  CEO* 
R.  P.  Luciano,  chmn. 

'Became  CEO  1/1/96 

1980 
2427 

33 
-1 

7023 
8029 

18288 
25085 

204 

a 
m 

60.8 

12.9 

a 
a 

SIGMA-ALDRICH 

1034.6 
16.2 

C.  T.  Cori,  chmn.  &  CEO 

D.  R.  Harvey,  pres.  &  COO 

825 
546 

-4 
2 

205 
101 

3505 
2025 

133 

m 
m 

16.0 

-10.5 

a 
si 

WARNER-LAMBERT 

7231.4 
30.5 

M.  R.  Goodes,  chmn.  &  CEO 
L.  J.  de  Vink,  pres.  &  COO 

2362 
1367 

37 
21 

0 

1154 

10173 
6177 

243 

m 
m 

33.9 

48.6 

'i 

12    ELECTRICAL  &  ELECTRONICS  (INDUSTRIAL:  HIGHTECH) 


3256* 

-1 

0 

15577 

145 

a 

9.3  NM 

[I 

1268* 

-37 

882 

11272 

a 

843 

-27 

1952 

6039 

131 

m 

13.8  -28.7 

674 

-24 

1544 

4942 

a 

ADVANCED  MICRO  1953.0  W.  J.  Sanders  111,  chmn.  &  CEO 
DEVICES  -3.4     R.  Previte,  pres.  &  COO 

'Represents  54  weeks  of  salary. 


AMP 


5468.0 
10.3 


W.  J.  Hudson  Jr.,  pres.  &  CEO 
J.  E.  Marley,  chmn. 
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made  a  commitment  to  support  the  war  effort,  CNA  made  a  commitment 


to  America's  railroad  worker 


disabilities,  occurring  at  work  or  away. 

A  Century  of  Commitment 

Anything  worth  accomplishing,  always  involves  some  degree  of  risk.  That's  why  CNA  is  committed  to  helping  you  manage  your  risks,  what- 
ever direction  you're  headed.  From  personal  to  professional,  mega  to  minute.  From  the  family  automobile  to  the  nation's  rail  industry,  you 
need  the  financial  strength  of  a  company  with  over  60  billion  dollars  in  assets  and  a  century  of  experience,  http://www.cna.com 

For  All  the  Commitments  You  Mahe"^ 


w 


TO  MAKE  THE  WEB  READY  FOR 
BUSINESS  WE  HAD  TO  OVERCOME 
Y.TJCHNOLOGICAL  HURDLES 
PEOPLE>^FOR  EXAMPLE 


TIT  IS  A  SCIENTIFIC  FACT  that  people  are  nosy  and  the  thing  they  want  to  see  the 
most  is  probably  the  thing  you  least  want  them  to  see.  This  explains  why  the  Web  is 
chock-full  of  stuff  that  is  so  unimportant,  it  doesn't  matter  if  everybody  can  see  it.  Stuff 
like  UFO  chal  lines,  recipes  for  zucchini  bread  and  short  stories  that  nobody  would  publish 
on  real  paper.  True,  there  is  some  business  stuff.  But  it's  mostly  "brochureware"-  general 
information  aimed  at  the  broadest  audience,  and  therefore  not  terribly  critical  to  anyone. 

THIS  IS  BECAUSE,  IN  TECHNOLOGICAL  TERMS,  SECURITY  IS  CRUMMY. 

True,  you  can  prevent  people  from  getting  into  your  system.  But  once  they're  in,  they're  in. 
The  secretary  in  Accounting  sees  what  your  Vice  President  of  Finance  sees.  Your  freelance 
brochure  writer  sees  what  your  compensation  consultant  sees.  Everybody  gets  into 
everybody  else's  business.  It's  HUMAN  NATURE.  Thus,  the  Web  is  not  used  to  let  the  right 
people  get  to  the  kind  of  useful-but-sensitive  information  they  need  to  do  their  jobs. 

This  is  why  you  need  Lotus  Domino™  software.  It  not  only  helps  all  the  people  critical  to 
your  company  -  employees,  executives,  customers,  contractors  and  suppliers  -  use  the 
Web  to  work  together,  to  get  to  the  people  or  the  information  they  need.  It  also  lets  you 
control  who  sees  what,  and  who  can  make  changes  to  what  they  see. 


ij'ivi^iij;^  Domino  isn't  a  security  system  per  se;  it's  a  tool  for  creating  exciting,  customized, 
Sj  interactive  solutions  for  corporate  intranets  and  the  Web.  But  security  is  totally 


integrated,  so  it's  simple  to  implement.  (Domino  is  based  on  Lotus  Notes'  technology,  the 
groupware  standard  that  is  famous  for  its  powerful  security.)  www.lotus.com/worktheweb 


NO.  Lotus  Domino  is  nol  lor  those 
wtio  Itiink  the  Internet  should  be 
totally  uncontrolled.  You're  running  a 
business,  not  a  wine  and  cbeese  party. 


YES.  Lotus  Domino  is  for  security  on 
the  Web.  Wiio  gets  the  facts.  Who  gets 
the  cold  shoulder.  And  who  has  the 
authority  to  make  changes  to  what. 


Lotus 


Working  Together^ 


For  more  inlormation,  call  1  800  838  /086,  eil  C95?  In  Canada,  call  1  800  GO  lORlS    Wl  lolus  Oeveiopment  Coiporatioii,  55  Cambridge  Parkway,  Cafnbndg?.  MS  0?1J2  All  ngfits  reserved  lolus.  loius  Note  and  Wortiing  fogeiher  are  refBlered  I/ademarks  and  Oomino  and  Wort  Ihp  Web  are  Irademarks  o!  lolus  Deveiopmenl  D)fp 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY 


EXECUTIVE 


SALES:  $  MILLIONS 
ROE:  % 


1996  COMPENSATION 

TOTAL  ANNUAL  COWP 


LONG- 
SALARY  %  CHANGE  TERM 
I  BONUS  FROM  COMP 

$000  1995  $000 


TOTAL  $  VALUE 
COMP  Of  $100 
$000  INVESTED 


1994-96  PAY-PERFORMANCE  ANALYSIS 

PAY  VS  SHAREHOLDER  RETURN  PAY  VS  CORPORATE  PROFIT 

CHANGE 
ROE       IN  ROE 
RATING  %  %  RATII 


310 


m 


17.1  83.4 


ANALOG  DEVICES         1205.1     R.  Stata,  chmn.  &  CEO  1276  7  0  3841 

18.9     J.  G.  Fishman,  pres.  &  COO*  1385  19  3684  ■    8162  H 

•Became  CEO  11/3/96 

ANDREW                    847.3     F.  L.  English,  chmn.,  pres.  &  CEO  1286  -26  0  23861  465        S         18.6  58.9" 
 2_0_.2  _  C.  R.  Nicholas,  exec.  v-p&CFO            565  -8  0  9457  [2] 

COOPER  INDUSTRIES    5283.7     H.  J.  Riley  Jr.,  chmn.,  pres.  &  CEO  1494  89  0  2950  96        12         14.5"  56.8^ 
 ^&'^_J[-^^i^cksonSryexec^v-p            ___735_  66  0  1553  [T] 

EATON                     6961.0     S.  R.  Hardis,  chmn.  &  CEO  1746  21  740  6660  149        if         18.7  -0.8" 
 16.2    _A.  _M_.Cutle_r,_pres^&  COO  1_2_12  ^10          755  5?03  __  [3] 

EMERSON  ELECTRIC    11414.7     C.  F.  Knight,  chmn.,  pres.  &  CEO  2037  0  0  15837  173        S         19.6  4.9 
 19^0  _  A.  E.  Suter,  sr.  vice-chmn.  &C00  1000  1  0  2965  [2] 

HARRIS  3717.2  P.  W.  Farmer,  chmn.,  pres.  &  CEO  1123  21  1362  5888  164  "S 
 12^7_    W.  E^  CantreH,  pres^-Lanier  Worldwide    677  6         679            3217  g] 

INTEL                     20847.0     A.  S.  Grove,  pres.  &  CEO  3003  9  94586  107873  426  NA 

30.6     C.  R.  Barrett,  exec,  v-p  &  COO  2297  11  13942  19861  NA 
May  contain  data  from  a  preliminary  source. 

LINEAR                      374.9     R.  H.  Swanson  Jr.,  pres.  &  CEO  1192  31  671  3660  230        D]         26.6     19.5  Q] 

TECHNOLOGY_  26_8     C.  B.  Davies,^v-p  &  COO  ^993  32        1844            5439  g]  |2] 

LSI  LOGIC                   1238.7     W.  J.  Corrigan,  chmn.  &  CEO                696  -48  0  8210  337  11         16.9    -39.2  M 

11.2     W.  R.  Marz,  exec,  v-pt                      371  79  0 


11.8     30.4  m 

 0 

-0.1 


28.2 


MICRON 
TECHNOLOGY 

MOLEX 


3196.1     S.R.Appleton,  chmn.,  pres.  &  CEO*    2079         23       2739  12217      317        H         31.3  -30.6 

11.3     T.  A.  Lowrey,  vice-chmn.  &  COO**       2057         21       2303  9159  ID 

'Resigned  on  1/18/96;  rehired  as  CEO  on  L/26/96.  "Became  CEO  1/18/96  and  served  as  CEO  from  1/18/96  through  1/26/96, 


1436.6 
12.9 


F.  A.  Krehbiel,  chmn.  &  CEO  930         -4  232 

 ^J^  I^l'^^^'^'^'^'AlP'^^.:  ^  ^99  ^^_53  -10  i53  _ 

27973.0     G.  L.  Tooker,  vice-chmn.  &  CEO  1847         -9  0** 

9.8     C.  B.  Galvin,  pres.  &  COO*  1432         -9  0** 

'Became  CEO  1/1/97.  *'1996  long-term  awards  have  not  yet  been  determined. 


2849 
2470 


173 


m 

ffl 
W 

m 


11.6  29.7 


MOTOROLA 


16684 
15585 


136 


14.4  -38.6 


NATIONAL                 2440.3     G.  F  Amelio,  chmn.,  pres.  &  CEO*  586  -59  2863  10860  151 

SEMICONDUCTOR          -10.3     K.  P.  Pond,  exec,  v-p  561  -25  905  4234 

•Resigned  2/1/96. 

QUALCOMM               1056.2     I.  M.  Jacobs,  chmn.  &  CEO  676  6  3294  20653  150 

2.3     H.  P.  White,  pres.  455  2  637  4685 


6.4  -147.2 


4.0  -54.0 


NA 


RAYCHEM 


1721.4 
23.9 


218 


R.  A.  Kashnow,  chmn.,  pres.  &CEO*      686         NA       2515*  NA 
R.  J.  Saldich,  pres.  &  CEO  441        -45       3139'*         5158  H] 

•Joined  company  as  CEO  10/1/95.  Includes  $855,000  reimbursement  of  lost  compensation  from  previous  employer 
''Includes  $243,784  related  to  retirement  &  consulting  agreement. 


7.1  1976.5 


INA, 

ml 


RAYTHEON  12260.9 
17.1 

D.  J.  Picard,  chmn.  &  CEO  2885 
A.  L.  Lawson,  exec,  v-p  1025 

'Includes  $700,000  strategic  accomplishment  award. 

54 
3 

700' 
0 

8933 
NA 

154 

m 

NA 

!6.9 

6.1 

HI 
NA 

TEXAS  INSTRUMENTS  9940.0 

-1,1 

T.  J.  Engibous,  pres.  &  CEO*               510        -63  875 
W.  P.  Weber,  vice-chmn.**                  424       -63  0 

'Became  CEO  6/20/96.  "Became  CEO  5/29/96  and  left  office  6/20/96, 

6356 
10543 

208 

m 
a 

16.1 

NM 

a 
0 

WESTINGHOUSE  8449.0 
ELECTRIC  -14.6 

M.  H.  Jordan,  chmn.  &  CEO  2000* 
P.  A.  Lund,  pres.  &  CEO-CBS  Inc.t  2694 

-20 
NM 

273 
0 

6334 
NA 

146 

m 

NA 

-6.1 

NM 

B 

NA 

'Excludes  $272,813  bonus  paid  in  restricted  stock 


13    FOOD  PROCESSING  (CONSUMER  PRODUCTS) 


ARCHER  DANIELS 

13715.7 

D.  0.  Andreas,  chmn.  &  CEO 

3909 

4 

0 

11043 

171 

m 

10.4 

-26.6 

a 

MIDLAND 

8.0 

J.  R.  Randall,  pres. 

1869 

11 

911 

5952 

m 

a 

CAMPBELL  SOUP 

7840.0 

D.  W.  Johnson,  chmn.,  pres.  &  CEO 

2148 

-3 

0 

9090 

211 

m 

33.6 

170.8 

m 

40.9 

F.  E.  Weise  III,  sr.  v-p* 

644 

-11 

0 

2710 

m 

ffl 

•Resigned  1/1/97. 

CONAGRA 

24924.3 

P.  B.  Fletcher,  chmn.  &  CEO 

2251 

19 

2201 

13002 

203 

m 

12.0 

-50.2 

m 

9.2 

A.  J.  Crosson,  pres.  &  COO-division 

924 

-8 

734 

5362 

m 

m 

CPC  INTERNATIONAL 

9844.0 

C.  R.  Shoemate,  chmn.,  pres.  &  CEO 

1471 

8 

5216 

12992 

175 

a 

24.7 

10.3 

ii 

28.3 

R.  J.  Gillespie,  exec,  v-p 

827 

8 

2272 

6944 

a 

m 

GENERAL  MILLS 

5567.0 

S.  W.  Sanger,  chmn.  &  CEO 

1410 

198 

203 

2696 

141 

ffl 

175.1 

356.6 

ffl 

186.3 

C.  W.  Gaillard,  pres. 

1183 

171 

1194 

3511 

m 

ffl 

HEINZ  (HJ.) 

9446.9 

A.  J.  O'Reilly,  chmn.  &  CEO 

2736 

39 

61500 

68179 

166 

m 

24.7 

0.5 

25.9 

W.  R.  Johnson,  pres.  &  COO 

1198 

52 

215 

3282 

m 

m 

HERSHEY  FOODS 

3989.3 

K.  L.  Wolfe,  chmn.  &  CEO 

1398 

30 

1370 

6006 

191 

m 

20.8 

11.8 

m 

23.5 

J.  P.  Viviano,  pres.  &  COO 

1024 

22 

869 

4251 

m 

KELLOGG 

6676.6 

A.  G.  Langbo,  chmn.  &  CEO 

1248 

-24 

1460 

8234 

124 

m 

37.1 

4.2 

a 

41.4 

T.  A.  Knowlton,  exec,  v-p 

658 

-22 

318 

3184 

m 

ffl 

NABISCO  HOLDINGS 

8889.0 

H.  J.  Greeniaus,  chmn.,  pres.  &  CEOt 

1965 

-43 

661 

10737 

NA 

NA 

5.7 

-66.0 

m 

0.4 

J.  J.  PostI,  pres. -Nabisco  Biscuit  Co.t 

838 

7 

1139 

3616 

NA 

a 

PIONEER  HI-BRED 

1719.0 

C.  S.  Johnson,  pres.  &  CEO 

1688 

134 

1040 

5119 

189 

11 

22.7 

42.9 

INTERNATIONAL 

23.8 

J.  L.  Chicoine,  sr.  v-p  &  CFO 

809 

76 

462 

2820 

m 
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verything  DC     r-i  ^  t  XT.  1 


Or  can  something  he  unlike  anything  else? 


Should  ideas  con f on??  to  existing  categories? 


Or  create  new  ones? 


Today,  the  rule 


of  technology  is 


or  the  other  f 


th 


ere  are  no  ru 


les. 


to  step  outside. 


And  for  those  still  thinking  inside  the  box, 


perhaps  it's  time 


7  Chrysler  Sebring  JXi  Convertible  and  Town  &  Country  LXi 


^TO  EXPERIENCE  A  FULL  RANGE  OF  AUTOMOTIVE  THINKING  FROM  COMPLETELY  OUTSIDE  THE  BOX,  WE  INVITE  YOU  TO  VISIT  THE  1997  CHRYSLER' 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY 


EXECUTIVE 


1996  COMPENSATION 


1996 


SAIES:  $  MILLIONS 

ROE:  % 


TOTAL  ANNUAL  COMP 
SALARY 


1  BONUS 
$000 


LONG- 

%  CHANGE  TERM 
FROM  COMP, 
1995  $000 


TOTAL  $  VALUE 
COMP  Of  $100 
$000  INVESTED 


1994-96  PAY-PERFORMANCE  ANALYSIS 

PAY  VS  SHAREHOLDER  RETURN  PAY  VS.  CORPORATE  PROFIT 

CHANGE 
ROE       IN  ROE 
RATING  %  %  RATING 


QUAKER  OATS            5199.0     W.  D.  Smithburg,  chmn.,  pres.  &  CEO    880        -32       1723           5884      119        [3]         47.3  -61.3 
 l^i^  _  J.  F.  Doyle,  exec.  v-p_  _    736  2          268  ?f  09_  [3  

RALSTON  PURINA  6235.3  W.  P.  Stiritz,  chmn.,  pres.  &  CEO  2151  8  4792  10291  227  IS  54.2  -29.0^ 
 ^43^  1_  _  J.  P.  Mulcahy,_v-p  _6_2_5  9  0   1648  H_ 

SARA  LEE  19225.0     J.  H.  Bryan,  chmn.  &  CEO  2299  3       4327  11509      161  B 

21.2     M.  E.  Murphy,  vice-chmn.  1199         -5       2317  6049  [3] 


15.6  12.7 


SYSCO 


14091.2 
19.7 


B.  M.  Lindig,  pres.  &  CEO 
J.  F.  Woodhouse,  chmn. 


1055  1 
1045  -5 


413 
380 


4363 
4489 

2830 
5539 


117 


m 
a 

m' 

E 


18.4  11.2 


TYSON  FOODS  6434.9     L.  E.  Tollett,  chmn.  &  CEO  608  1  0 

5.6     D.  Tyson,  sr.  chmn.  1700*         0  0 

•Includes  $696,839  related  to  travel  &  entertainment. 


144 


6.8  -58.0 


WRIGLEY  (WM.)  JR.      1836.0     W.  Wrigley,  pres.  &  CEO  500*       -32  25*  3671 

25.7     D.  S.  Barrie,  group  v-p  383*       -33         989*  3257 

'1995  bonus  &  restricted  stock  awards  not  yet  determined 

14    FOOD  &  LODGING  (SERVICE) 
HILTON  HOTELS 


135 


29.1  -15.6 


3940.0     S.  F.  Bollenbach,  pres.  &  CEO*t  1058  NA  0  NA  181 

4.9     B.  Hilton,  chmn.                             610  -39  0  2610 

"Became  CEO  and  jomed  company  2/2/96, 

10172.0     J.  W.  Marriott  Jr.,  chmn.,  pres.  &  CEO  1651*  10  162  5016  195 

24.3     W.  J.  Shaw,  exec,  v-p                         971*  13  1246  5856 
•Represents  53  weeks  of  salary. 


NA  9.8    -49.7  NA 

m  a 


MARRIOn 
INTERNATIONAL 


[2]         24.6  6.3 


15    GENERAL  &  SPECIAL  MACHINERY  (INDUSTRIAL:  LOW  TECH) 


APPLIED  MATERIALS 

3940.0 
18.8 

J.  C.  Morgan,  chmn.  &  CEO 
D.  Maydan,  pres. 

1564 
1160 

-7 
-1 

0 
0 

19498 
17758 

185 

a 

H 

22.1 

13.0 

a 

BLACK  &  DECKER 

4914.4 
9.2 

N.  D.  Archibald,  chmn.,  pres.  &  CEO    5216*  103 
D.  G.  Heiner,  exec,  v-pt                     620  15 

•Includes  $2,8  mil  to  cover  tax  liability  related  to  options  exercise. 

4238 
1428 

16141 
3704 

160 

B 

m 

12.2 

-1.1 

a 

l 

CATERPILLAR 

16522.0 
33.1 

D.  V.  Fites,  chmn.  &  CEO 
G.  S.  Flaherty,  group  pres. 

2301 
772 

47 
31 

1001 
326 

8157 
5273 

178 

[3] 

m 

33.1 

6.8 

HI 

m 

DEERE 

11307.9 
23.2 

H.  W.  Becherer,  chmn.  &  CEO 
E.  L.  Schotanus,  exec,  v-p 

2119 
836 

17 
5 

2073 
1206 

10496 
4601 

177 

m 
m 

23.2 

161.9 

1 

B 

DOVER 

4076.3 
26.2 

T.  L.  Reece,  pres.  &  CEO 
L.  E.  Burns,  v-p 

1650 
790 

25 
4 

2100 
950 

6854 
4201 

174 

m 
m 

23.1 

44,0 

m 
m 

DRESSER 
INDUSTRIES 

5774.2 
16.6 

W.  E.  Bradford,  chmn.  &  CEO 
J.  J.  Murphy,  chmn.t 

1402 
1876 

63 
20 

0 

1630 

3536 
6942 

163 

m 
s 

17.2 

23.9 

a 

INGERSOLL-RAND 

6647.9 
17.1 

J.  E.  Perella,  chmn.,  pres.  &  CEO 
J.  F.  Travis,  vice-chmn. 

1788 
847 

15 
10 

1371 
948 

7291 
3839 

123 

m 
m 

15.3 

41.3 

ii 
m 

STANLEY  WORKS 

2670.8 
12.4 

R.  H.  Ayers,  chmn.  &  CEO* 
R.  A.  Hunter,  pres.  &  COO 

*CEO  left  office  12/31/96. 

1031 
620 

30 
29 

1500 
40 

4272 
1699 

133 

m 
m 

12.4 

-8.7 

a 
m 

TYCO  INTERNATIONAL 

5721.8 
15.6 

L.  D.  KozlovKski,  chmn.  &  CEO 
R.  J.  Meelia,  v-p 

2183 
1980 

5 
NA 

6579 
0 

13840 
NA 

209 

a 

NA 

13.5 

98.5 

m 

NA 

16    INSTRUMENTS  (INDUSTRIAL:  HIGHTECH) 

HONEYWELL 

7311.6 
18.3 

M.  R.  Bonsignore,  chmn.  &  CEO 
D.  L.  Moore,  pres.  &  COO 

1571 
1247 

25 
15 

2117 
3115 

6115 
7170 

206 

m 
m 

16.6 

0.5 

m 
a 

PERKIN-ELMER 

1211.0 
16.1 

T.  L.  White,  chmn.,  pres.  &  CEO*         1538         NA       4207*             NA  162 
G.  N.  Kelley,  chmn.,  pres.  &  CEO**       816         35         528  2824 

"Became  CEO  9/12/95  and  Includes  $1,6  mil  reimbursement  of  lost  compensation  from  previous  employer. 

NA  21.2 

m 

"Resigned  6/1/96. 

101.7 

NA 

m 

17    LEISURE  TIME  INDUSTRIES  (CONSUMER  PRODUCTS) 

CARNIVAL 

2212.6 
18.7 

M.  M.  Arison,  chmn.  &  CEO 
A.  K.  Lanterman,  pres. 

1211 
1020 

0 

-5 

0 
0 

3336 
3133 

145 

m 
m 

19.2 

-4.4 

m 
m 

DISNEY  (WALT) 

21180.0 
8.7 

M.  D.  Eisner,  chmn.  &  CEO 
S.  M.  Litvack,  sr.  exec,  v-p 

8650 
1750 

-1 
-22 

0 

3244 

34078 
9341 

167 

m 
a 

16,5 

-34.5 

m 
a 

EASTMAN  KODAK 

15968.0 
21.4 

G.  M.  Fisher,  chmn.,  pres.  &  CEO 
W.  J.  Prezzano,  vice-chmn. 

"Includes  $1,9  mil  loan  forgiveness, 

3987 
1181 

-7 
-8 

3397* 
665 

24625 
8539 

196 

a 
a 

19.9 

50.9 

a 
s 

MAHEL 

3786.0 
26.1 

J.W.Amerman,  Chmn.  &  CEO            3732*      -12  18923 
B.  L.  Stein,  pres.-Mattel  Worldwide      1231**      NA  240 
"Includes  $2,3  mil  in  exchange  for  canceled  SARs,  "'Includes  $1  mil  signing  bonus 

37045      202  [U 
NA  NA 

Joined  company  8/1/96, 

25.7 

62.8 

a 

NA 

18    METALS  &  MINING  (RESOURCES) 

ALUMINUM  CO. 
OF  AMERICA 

13061.0 
11.6 

P.  H.  O'Neill,  chmn.  &  CEO 
A.  J.  Belda,  vice-chmn. 

1560 
1066 

-22 
2 

6114 
611 

21164 
4070 

195 

a 

13.6 

NM 

a 
m 

FREEPORT-McMORAN 
COPPER  &  GOLD 

1905.0 
53.7 

J.  R.  Moffett,  chmn.  &  CEO 
R.  C.  Adkerson,  exec,  v-p 

6956 
2909 

282 
242 

26776 
5083 

NA 
NA 

130 

NA 
NA 

45.7 

532.2 

NA 
NA 

-I 
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donkey 
m  your 
lack  #12: 
low  to  make 
rour  intranet 
»o  right, 
vlien  so  mucli 
^an  go  wrong. 


obody  knows  Windows  HT 
itranets  like  DIGITAL. 

That's  because  DIGITAL  has 
S'^y  had  more  experience  building 
^^^^  Windows  NT  intranets  than  any- 
J'™^s'J'5°  one  else.  In  fact,  we've  already 
iplemented  one  of  the  largest  Windows  NT 
tranets  in  the  world,  our  own,  with  hundreds 
servers,  serving  thousands 
users,  receiving  millions  of 

ts  each  day.  And  thanks  to   

e  DIGITAL/Microsoft®  Al-  '-  '.. 

mce,  we  have  more  trained  ":-  " 

id  certified  Windows  NT  ■ 
;perts  than  any  other  - 
icrosoft  partner,  even 

ore  than  Microsoft  itself.   ~ 

sperts  who  can  provide 
>  u  with  benchmark- 
ading  hardware,  devel- 
)  strategies  for  system 
chitecture  and  make  sure 
lur  intranet  integrates 
amlessly  and  securely 
ith  your  current  systems. 
I  if  you  are  about  to  set  up 
Windows  NT  intranet, 
intact  the  people  who 
low  wrong  from  right.  Call  1-800-DlGITAL, 
visit  us  at  www.windows.digital.com. 

tgital  Equipmenl  Corpoialion,  1997  DIGITAL,  the  DIGITAL  logo,  ServerWORKS  and 
fis  are  trademarks,  and  Whatever  It  Takes  is  a  sen/ice  mark  o1  the  Digital  Equipment 
ooration  Microsoft  and  Windows  NT  are  registered  trademarks  of  (i^icrosoft  in  the 
and  other  counthes,  Intel.  Pentium,  and  the  Intel  Inside  Pentium  Pro  processor  logo 
registered  trademarks  of  the  Intel  Corporation 


DHilTAL  Prkiris'"  Lint- 

h'nll  hue  of  Pentium^  Pro 
processor  systems 

Enterprise-quality  servers 
optimized  for  II  indotrs  NT 

Single,  dual  and  4-way 
SMP  solutions 

Integrated,  high  perfonnance 
I/O  and  networking 

DIIjIT  U.  Serverll  ORAS"' 
Manageability  and  Ease 
of  Use  Toots 


WHATEVER  IT  TAKES 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY   EXECUTIVE   1996  COMPENSATION  1994-96  PAY-PERFORMANCE  ANALYSIS 


1996 

TOTAi  ANNUAL  COMP 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 

ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1995 

TERM 
COMP 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATING 

PHELPS  DODGE 

3786.6 
16.8 

D.  C.  Yearley,  chmn.,  pres.  &  CEO 
J.  S.  Whisler,  sr.  v-p 

1406 
670 

6 
9 

1501 
791 

9620 
,  7180 

151 

m 
a 

19.0 

80.3 

1 

m 

REYNOLDS  METALS 

6972.0 
2.6 

R.  G.  Holder,  chmn.  &  CEO 
J.  J.  Sheehan,  chmn.  &  CEO* 

*BecameCEO  10/1/96. 

647 
511 

-61 
-45 

311 
8 

3954 
2022 

133 

m 
m 

8.1 

NM 

m 

Q] 

19    MISCELLANEOUS  MANUFACTURING  (INDUSTRIAL 

LOW  TECH) 

AVERY  DENNISON 

3222.5 
21.1 

CD.  Miller,  chmn.  &  CEO 
P.  M.  Neal,  pres.  &  COO 

1877 
1169 

8 
9 

4897 
1628 

11524 
5749 

261 

m 
m 

17.9 

82.5 

i, 
m 

CORNING 

3684.5 
35.5 

R.  G.  Ackerman,  chmn.  &  CEO* 
V.  C.  Campbell,  vice-chmn. 

'Became  CEO  4/25/96, 

1505 
1184 

59 
50 

3323 
2972 

8639 
6825 

176 

m 

El 

15.1 

NM 

E 

1 

ILLINOIS  TOOL 
WORKS 

4996.7 
20,3 

W.  J.  Farrell,  chmn.  &  CEO 
F.  S.  Ptak,  vice-chmn. 

954 
530 

39 
21 

23 
0 

3724 
2955 

213 

m 

HI 

19.5 

23.7 

m 

1' 

JOHNSON 
CONTROLS 

10584.4 
15.7 

J.  H.  Keyes,  chmn.  &  CEO 
J.  M.  Barth,  exec,  v-p 

1363 
701 

2 
4 

450 
834 

6207 
3415 

169 

m 

(2j 

14.3 

29.9 

s 
1 

MINNESOTA  MINING 
&MFG. 

14236.0 
24.1 

L.  D.  DeSimone,  chmn.  &  CEO 

R.  A.  Mitsch,  vice  chmn.  &  exec,  v-p 

1533 
935 

15 
31 

2641 
1303 

9748 
4831 

174 

m 
m 

20.9 

24.4 

1 

NEWELL 

2872.8 
17.2 

W.  P.  Sovey,  vice-chmn.  &  CEO 
T.  A.  Ferguson  Jr.,  pres.  &  COO 

1284 
966 

8 
8 

0 
0 

3578 
3320 

165 

m 
m 

17.2 

1.8 

m 
m 

PARKER  HANNIFIN 

3851.9 
16.3 

D.  E.  Collins,  pres.  &  CEO 
D.  W.  Sullivan,  exec,  v-p 

1414 
856 

5 

-7 

988 

652 

5420 
4093 

154 

m 
m 

13.3 

133.1 

a 

RUBBERMAID 

2355.0 
15.0 

W.  R.  Schmitt,  chmn.  &  CEO 
C.  A.  Carroll,  pres.  &  COO 

'Includes  $47 1,333  awarded  for  exceeding 

1354*  11 
741  19 

stock  performance  ob|ect 

867 
542 

ves. 

6557 
3475 

69 

a 
a 

12.7 

-19.6 

a 
m 

20    NATURAL  RESOURCES  (RESOURCES) 

AMERADA  HESS 

8929.7 
20.6 

J.  B.  Hess,  chmn.  &  CEO 
W.  S.  Laidlawf,  pres.  &  COO 

1000 
939 

11 
-40 

0 
0 

3625 
4281 

133 

m 
m 

2.7 

NM 

m 
m 

AMOCO 

32150.0 
17.3 

H.  L.  Fuller,  chmn.  &  CEO 
W.  G.  Lowrie,  pres. 

1900 
1187 

11 
58 

956 
0 

7208 
2870 

170 

m 
m 

14.1 

29.7 

i 
m 

ANADARKO 
PETROLEUM 

569.0 
9.9 

R.  J.  Allison  Jr.,  chmn.,  pres.  &  CEO 
J.  N.  Seitz,  sr.  v-p 

2088 
490 

14 
16 

5985 
11 

11609 
1454 

145 

a 
m 

5.5 

114.5 

m 
m 

APACHE 

877.2 
8.2 

R.  Plank,  chmn.  &  CEO 
G.  S.  Farris,  pres.  &  COO 

1156 
694 

38 
54 

578 
721 

3874 
2307 

155 

m 
m 

5.1 

73.3 

m 
® 

ATLANTIC  RICHFIELD  18592.0     M.  R.  Bowrlin,  chmn.,  pres.  &  CEO       2047         31       1027  5095      146        lH         18.7   390.4  M 

21.3     R.  J.  Arnault,  exec,  v-pt  1197  3        1505  6964  a  SI 


BURLINGTON  1293.0  B.  S.  Shackouls,  pres.  &  CEO  1219  40  5581  8454  124  B  1.4  11.7  S 
RESOURCES  10.9     T.  H.  O'Leary,  chmn.  1293  ^  _  7423         _12204  @[ 


CHEVRON  37580.0     K.  T.  Derr,  chmn.  &  CEO  2354  37        1159  10296      168        il         11.6     84.6  SI 

16.7     J.  N.  Sullivan,  vice-chmn.  1225  31         636  5577  a  Bl 


COASTAL 

11894.6 
17.0 

D.  A.  Arledge,  pres.,  CEO 
0.  S.  Wyatt  Jr.,  chmn. 

1007 
1149 

9 
0 

1119 
0 

3839 
3347 

179 

m 
m 

11.7 

261.9 

m 
m 

ENRON  OIL  &  GAS 

710.3 
11.1 

F.  E.  Hoglund,  chmn.  &  CEO 
M.  G.  Papa,  pres. 

691 
413 

8 
3 

7232 
1076 

29839 
2637 

132 

m 
m 

12.5 

-25.2 

m 
m 

EXXON 

116728.0 
17.2 

L.  R.  Raymond,  chmn.  &  CEO 
R.  E.  Wilhelm,  sr.  v-p 

2820 
1166 

13 
10 

7321 
1404 

20682 
7862 

176 

m 
a 

15.5 

14.4 

m 
g] 

KERR-McGEE 

1931.1 
16.3 

F.  A.  McPherson,  chmn.  &  CEOt 
L.  R.  Corbett,  pres.  &  COO* 

•Became  CEO  2/1/97. 

1498 
889 

4 
8 

878 
367 

4558 
2503 

174 

m 
m 

6.8 

219.9 

'i 
m 

MOBIL 

71129.0 
15.5 

L.  A.  Noto,  chmn.  &  CEO 
P.  J.  Hoenmans,  exec,  v-p 

1573 
1172 

-2 
-6 

2023 
2964 

9604 
11497 

173 

m 
m 

12.9 

30.4 

S! 
[H 

OCCIDENTAL 
PETROLEUM 

10557.0 
15.9 

R.  R.  Irani,  chmn.  &  CEO 
D.  R.  Laurance,  pres. 

3987 
1560 

6 
8 

2719 
223 

18854 
5246 

158 

m 
a 

8.3 

1435.2 

PHILLIPS 
PETROLEUM 

15731.0 
30.7 

W.  W.  Allen,  chmn.  &  CEO 
J.  J.  Mulva,  pres.  &  COO 

1955 
1326 

58 
89 

1617 
609 

7780 
4051 

169 

m 
m 

20.6 

236.3 

m 
m 

TEXACO 

45500.0 
19.9 

P.  1.  Bijur,  chmn.  &  CEO* 
A.  J.  Krowe,  vice-chmn. 

•Became  CEO  7/1/96 

1583 
1479 

140 
19 

2941 
5358 

6490 
11027 

173 

m 
m 

12.3 

56.8 

USX-MARATHON 
GROUP 

13564.0 
20.1 

T.  J.  Usher,  chmn.  &  CEO-USX  Corp. 
V.  G.  Beghini,  vice-chmn. 

2055 
1543 

30 
19 

58 
107 

6640 
5007 

161 

m 
m 

9.0 

IMM 

m 
m 

— ■ 

21    NONBANK  FINANCIAL  (FINANCIAL  SERVICES) 

AETNA 

15163.2 
1.8 

R.  E.  Compton,  chmn.  &  CEO 
R.  L.  Huber,  vice-chmn. 

2589 
1533 

23 
22 

3183 
3245 

13446 
NA 

150 

a 

NA 

5.6 

NM 

w 

AFLAC 

7039.9 
18.6 

D.  P.  Amos,  pres.  &  CEO 
P.  S.  Amos,  chmn. 

2101 
2296 

18 
19 

6158 
6328 

13706 
14777 

234 

m 
a 

17.2 

3.9 

SI 
B 

AHMANSON  (H.F.) 

3719.9 
4.1 

C.  R.  Rinehart,  chmn.  &  CEO 

K.  M.  Tvi/omey,  sr.  exec,  v-p  &  CFO 

1652 
853 

3 
20 

778 
425 

6977 
3261 

187 

m 
m 

7.8 

NM 

m 
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Over  300 
companies  to 
choose  from: 

^  Babson 


A  better  way  to  control  your  investments. 


ONE  COMPANY. 


Berger 


Cohep  &  Steers 


Dreyfus 


Fidelity 


Founders 


Heartland 


ONE  STATEMENT. 

ONE  CALL. 
ONE  GREAT  WAY 
TO  MANAGE  YOUR 


Hotchkis  &  Wiley 


MUTUAL  FUNDS. 


Kaufmann 


Lexington 


Montgomery 


uberger  &  Berman 


bertson  Stephens 


Stein  Roe 


Strong^ 


Van  Wagoner 


FIDELITY  INVESTMENTS® 


NETWORK 


Consolidate  for 
more  control 

Having  multiple  funds  ai  multiple 
companies  can  make  it  difficult  to 
keep  track  of  your  investments. 
With  FundsNetwork,  you  can 
manage  all  your  holdings  -  Fidelity 
and  non-Fidelity  funds  -  from  one 
place.  The  result'  Better  control  of 
your  mutual  fund  portfolio 


3,300  mutual 
fund  choices 

FundsNetwork  offers  more  invest- 
ment options  than  anyone  -  more 
than  3,300  funds  from  over  300 
companies,  including  Fidelity, 
And  you  can  choose  from  over 
600  no-load  funds  without  paying 
any  transaction  fees  to  Fidelity'. 

Less  paperwork 

One  consolidated  monthly  statement 
lets  you  view  all  of  your  funds  -  as 
well  as  your  IRA  holdings  -  at  a 
glance.  So,  you'll  be  able  to  assess 
and  control  your  financial  position 
quicker  and  more  easily 


One  call  does  it  all 

With  FundsNetwork,  you'll  be 
able  to  quickly  respond  to  your 
changing  needs  with  one  phone 
call.  For  more  information,  or  to 
transfer  your  holdings  right  now, 
just  dial  1-800-544-302^ 


Call  today 
for  your  free  copy  of 

FundsNetwork 
FundScreens,  a  list  of 
highly  rated  funds. 


1-800-544-3025 


I       www.fidelity.com  | 


Warburg  Pincus 


Wasatch- 


nd  many  more... 


Fidelity 


investments^ 


TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

For  more  complete  information  on  any  fund  available  through  FundsNetwork,  including  charges  and 
expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

'All  fees  as  described  in  the  funds'  prospectuses  still  apply.  Fidelity  Brokerage  Services,  Inc,  or  affiliates  may  be 
remunerated  for  providing  certain  recordkeeping  and  shareholder  services  to  the  fund  families.  For  more  information  on 
the  FundsNetwork  proeram.  call  for  a  FundsNetwork  Performance  Directory.  Fidelity  Brokerage  Services.  Inc. 
Member  NYSE,  SIPC."  '  2b/28130.001 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY   EXECUTIVE   1996  COMPENSATION  1994-96  PAY-PERFORMANCE  ANALYSIS 


1996 

fOTdL  ANNUAL  COMP 

LONG- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VS,  CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1995 

TERM 
COMP, 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATIW' 

ALLSTATE 

24299.0 
16.3 

J.  D.  Choate,  chmn.  &  CEO 
E.  M.  Liddy,  pres.  &  COO 

1181 
1003 

-19 
-20 

0 
0 

3712 
,  3209 

211 

m 
m 

12.4 

29.0 

AMERICAN  EXPRESS 

17280.0 
22.3 

H.  Golub,  chmn.  &  CEO 
K.  1.  Chenault,  vice-chmn. 

3127 
1728 

5 
4 

7198 
3519 

23095 
11946 

224 

l4l 

B 

21.2 

19.5 

hi' 

m 

AMERICAN  GENERAL 

6847.0 
10.4 

H.  S.  Hook,  chmn. 

R.  M.  Devlin,  pres.  &  CEO* 

•Became  CEO  10/24/96. 

2480 
1365 

27 
59 

562 
123 

10680 
3263 

160 

[3l 

m 

116 

114  2 

151 
al 

AMERICAN  25862.5 
INTERNATIONAL  GROUP  13.2 

M.  R.  Greenberg,  chmn.  &  CEO  4150 
E.  E.  Matthews,  vice-chmn.  987 

•Includes  long-term  awards  from  a  holding  company. 

0 
5 

15852* 
4607* 

43066 
11616 

187 

m 
a 

13.0 

4.6 

El 
ii 
1 

AON 

3888.2 
10.1 

P.  G.  Ryan,  chmn.,  pres.  &  CEO  2756 
M.  D.  O'Halleran,  pres.  &  COO-Aon  Group  1 903 

54 
NA 

0 

1876 

5934 
NA 

213 

m 

NA 

11.7 

-21.2 

i1 

NA! 

BEAR  STEARNS 

5492.0 
22.5 

J.  E.  Cayne,  pres.  &  CEO 
A.  C.  Greenberg,  chmn. 

9173 
13240 

117 
127 

8413 
4347 

40772 
40499 

161 

m 

18.3 

-8.8 

i. 

BERKSHIRE 
HATHAWAY 

9545.7 
11.7 

W.  E.  Buffett,  chmn.  &  CEO  100 
M.  D.  Hamburg,  v-p  &  CFO  256 

'Includes  $157,300  in  director  fees  from  non-subsidiary 

0 
13 

167* 
0 

904 
689 

209 

m 
m 

6.7 

61.3 

m 

CHUBB 

5668.1 
8.9 

D.  R.  O'Hare,  chmn.  &  CEO 
P.  Chubb  III,  vice-chmn. 

2106 
889 

4 

-5 

1829 
602 

7991 
3262 

148 

m 

ID 

11.5 

8.5 

i' 

CIGNA 

18950.0 
14.7 

W.  H.  Taylor,  chmn.  &  CEO 
J.  G.  Stewart,  exec,  v-p  &  CFO 

3518 
1182 

44 

-9 

7961 
3599 

18019 
8198 

243 

a 
m 

9.0 

311.7 

s 

CINCINNATI 
FINANCIAL 

1808.7 
7.1 

R.  B.  Morgan,  pres.  &  CEO 
J.  J.  Schiff  Jr.,  chmn. 

1119 
574 

15 
12 

0 

335 

3285 
1954 

144 

m 
a 

8.7 

-31.9 

i 
a 

CNA  FINANCIAL 

16987.8 
14.6 

D.  H.  Chookaszian,  chmn.  &  CEO 
C.  L.  Murphy,  sr.  v-p 

950 
917 

-40 
19 

1450 
0 

5235 
2417 

138 

m 
m 

8.9 

190.0 

m 

E 

CONSECO 

3035.0 
8.9 

S.  C.  Hilbert,  chmn.,  pres.  &  CEO 
L.  W.  Inlow,  exec,  v-p 

May  contain  data  from  a  preliminary  source 

13962 
4964 

79 
76 

23450 
7035 

165223 
37239 

233 

Isl 

m 

21  0 

-73  5 

Isl;- 

Si 

EQUIFAX 

1811.0 
41.8 

D.  W.  McGlaughlin,  pres.  &  CEO 
T.  F.  Chapman,  exec,  v-p 

1252 
838 

137 
113 

1557 
585 

6443 
3216 

236 

m 
m 

38.9 

67.2 

m 
ffl. 

EQUITABLE 

8304.9 
5.2 

J.  J.  Melone,  CEO* 

J.  M.  Benson,  sr.  exec,  v-p  &  COO 

May  contain  data  from  a  preliminary  source 

3075  14 
2583  23 

•Became  CEO  2/1/96. 

0 
0 

9842 
7933 

94 

a 
a 

8.0 

-30.6 

m 
a 

FIRST  USA 

1745.1 
22.4 

J.  C.  Tolleson,  chmn.  &  CEO 
R.  W.  Vague,  pres. 

1798 
1423 

38 
58 

10323 
10174 

16814 
17252 

196 

a 
m 

22.0 

20.1 

0. 
m 

FRANKLIN 
RESOURCES 

1736.1 
21.8 

C.  B.  Johnson,  pres.  &  CEO 
M.  L.  Flanagan,  sr.  v-p  &  CFO 

945 
2197 

21 
103 

0 

720 

2467 
6349 

153 

m 
a 

24.0 

-10.7 

m 

GENERAL  RE 

8296.0 
12.1 

R.  E.  Ferguson,  chmn.  &  CEO  1783* 
J.  E.  Gustafson,  pres.  &  COO  1040* 

'Excludes  portion  of  bonus  paid  in  restricted  stock. 

16 
10 

2358 
1060 

10560 
NA 

1 54 

f3l 
NA 

12  6 

-16  3 

NA 

GOLDEN  WEST 
FINANCIAL 

2620.1 
15.7 

M.  0.  Sandler,  co-chmn.  &  co-CEO* 
H.  M.  Sandler,  co-chmn.  &  co-CEO* 

'Botfi  executives  fiold  tfie  title  of  CEO, 

981 
981 

4 
4 

3479 
2148 

10735 

1 66 

a 

12  5 

18  7 

151 

a 

GREEN  TREE 
FINANCIAL 

1275.9 
24.8 

L.  M.  Coss,  chmn.  &  CEO 
R.  D.  Potts,  pres.  &  COO 

102449 
1633 

56 
38 

0 
0 

197007 
3697 

330 

B 

25.7 

17,0 

m 

HOUSEHOLD 
INTERNATIONAL 

5058.8 
18.7 

W.  F.  Aldinger,  chmn.  &  CEO 
D.  C.  Clark,  chmn.t 

May  contain  data  from  a  preliminary  source 

2344          26  0 
1197*       -23  4357 
•Includes  $3.3  mil  retirement  pay. 

6848 
10300 

306 

m 
m 

16.7 

45.6 

ITT  HARTFORD 
GROUP 

12473.0 
-2.2 

D.  R.  Frahm,  chmn.,  pres.  &  CEOt 
L.  A.  Smith,  exec,  v-pt 

1200 
835 

38 
27 

0 
3 

5163 
3524 

NA 

NA 
NA 

9.8 

NA 

LOEWS 

20085.6 
16.5 

L.  A.  Tisch,  co-chmn.  &  co-CEO 
P.  R.  Tisch,  co-chmn.  &  co-CEO 

1828 
2239 

112 
3 

26 
26 

6422 

m 

m 

in  A 

1! 

MARSH  &  Mclennan 

4149.0 
26.4 

A.  J.  Smith,  chmn.  &  CEO 

L.  J.  Lasser,  pres.-Putnam  Investments 

May  contain  data  from  a  preliminary  source 

2425 
10370 

8 
64 

2232 
1027 

33943 

142 

[4l 

[H 

25  6 

8  5 

|2 

s 

MERRILL  LYNCH 

24856,0 
25.5 

D.  P.  Tully,  chmn.  &  CEOt 
D.  H.  Komansky,  pres.  &  COO* 

•Became  CEO  12/28/96 

7201 
5701 

40 
42 

6128 
1250 

25584 
15762 

206 

a 
a 

21.6 

0.7 

E' 

a 

MGIC  INVESTMENT 

749.7 
18.9 

W.  H.  Lacy,  pres.  &  CEO 
C.  S.  Culver,  exec  v-p 

902 
517 

2 
28 

2880 
1010 

7218 
2832 

263 

m 

El 

18.8 

5.7 

g 

MORGAN  STANLEY 
GROUP 

13144.0 
17.9 

R.  B.  Fisher,  chmn. 
J.  J.  Mack,  pres. 

6331 
6322 

36 
38 

7602 
11985 

28486 
30452 

169 

12.9 

-8.2 

E 
il 

PAINEWEBBER  GROUP  5706.0 
21.3 

D.  B.  Marron,  chmn.  &  CEO 
J.  J.  Grano  Jr.,  pres. 

7013 
5513 

86 
150 

13313 
2321 

31621 
13555 

169 

m 

ai 

8.9 

4.7 

B' 

15 

PROGRESSIVE 

3317.5 
18.3 

P.  B.  Lewis,  chmn.,  pres.  &  CEO 
C.  B.  Chokel,  treas.  &  CFO 

2272 
819 

32 
40 

0 
164 

6346 
2683 

169 

m 
m 

20.2 

-35.6 

g 

SAFECO 

3965.4 
10.7 

R.  H.  Eigsti,  chmn.  &  CEO 
B.  A.  Dickey,  pres.  &  COO 

733 
501 

3 
17 

743 
446 

3893 
2362 

159 

m 
m 

10.6 

-30.5 

SCHWAB  (CHARLES) 

2276.8 
28.7 

C.  R.  Schwab,  chmn.  &  CEO 

D.  S.  Pottruck,  pres.  &  COO 

10187 
7131 

8 
8 

0 
0 

22866 
22026 

304 

a 
a 

28.3 

-12.4 

S 
g 
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Siil/or/ci-  Or-i'ole  to" 

GILVIKMALA 


'  Vi-7uf-/-iit  f-i/  IhLs  to 

El.  Sy\IA:\[)OR 


.  'If/iei/i  ,111  ^^ff^^^^fsfrr/  to 


Nott/ierri  Watc'flhi'ush  to 

ECUADOR 


COS  i:\  RICA 


Crpen-^-.^^^    ^llnged  leal  to 

MEXKC) 


Scttr/et  TanagQr  to 

COLOMBIA 


Riiliy  -7  '//roaifd  ■//urh/ni/t^f/j/rd  to 

DOMINICAN   REPl  IBl  .IC 


So/itary  Snndpipei'  to 

PERU 


Cave  WSivft/Zatv  to 

PUERTO/f  y  RJCO 


NIC\RA(,U\ 


/  urple  I  Gnl/inu/c  to 

HONDURAS 


A/tir/-/ ccun^J^  Mrr/si  ,t,  t 


Sure,  others  fly  south  to  Latin  America. 
Of  course,  we  do  it  over 345  times  a  week. 

With  nights  to  ^0  cities  throughout  Mexico,  Central  and  S(  )uth  America  and  the  Caribbean,  our  service  south  of  the  border  is  enough 

to  give  just  about  anything  with  \\  ings  an  inferiority  comjjlex.  Bihngual  flight  attendants,  Latin  American  cuisine,  first  class 
cabins  and  OnePass'  mileage  are  available  on  all  flights.  For  more  information,  call  ^our  travel  agent  or  Continental  at  1-800-2310856. 

Continental  p 

More  airline jor jour  monej." 

Visit  our  web  site  at  http://wwvv.nycontinental.com 


Brazil  service  subject 
to  government  approval. 


©1997  Continental  Airlines,  Inc. 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY 


EXECUTIVE 


1996  COMPENSATION 


1994-96  PAY-PERFORMANCE  ANALYSIS 


1996 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS.  SHAREHOLDER  REIURN 

PAY  VS  CORPORATE  PROFIT  il 

SALES:  $  MILLIONS 

ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 

1996 

TERM 

COMP, 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 

tlNVto  1  tU 

PATIMP 

ROE 

% 

CHANGE 
IN  ROE 

% 

KAIING 

ST.  PAUL 

5989.1 
14.1 

D.  W.  Leatherdale,  chmn.,  pres.  &  CEO 
P.  A.  Thiele,  exec,  v-p 

987 
603 

-28 
-21 

204 
57 

4487 
.  2862 

144 

m 

[2] 

14.6 

0.8 

SUNAMERICA 

1598.0 
19.4 

E.  Broad,  pres.  &  CEO 
M.  Fowler,  v-p 

3023 
2926 

36 
-4 

9376 
0 

26876 
8464 

320 

a 

13J 

19.9 

31.0 

a 

m  \ 

TORCHMARK 

2186.0 
20.2 

R.  K.  Richey,  chmn.  &  CEO 

C.  B.  Hudson,  chmn.  &  CEO-sub. 

1482 
835 

-20 
-1 

0 
0 

5267 
2948 

123 

m 
m 

19.6 

3.5 

m\ 

TRANSAMERICA 

6227.6 
11,5 

F.  C.  Herringer,  chmn.,  pres.  &  CEO 
R.  H.  Finn,  exec,  v-p 

1731 
970 

3 
-4 

1890 
644 

7499 
4119 

153 

m 
m 

13.1 

-21.0 

a  ■ 

TRAVELERS  GROUP 

21345.4 
19.0 

S.  1.  Weill,  chmn.  &  CEO 
J.  Dimon,  pres.  &  COO 

6330 
4501 

13 
26 

87828 
14758 

1  561 66 

J.  •J\J  L  \J\J 

33557 

246 

m 

16.3 

75.3 

Isl 

d] 

TRAVELERS  PROPERTY 
CASUALTY 

8197.8 
6.4 

R.  1.  Lipp,  chmn.,  pres.  &  CEO*t 
J.  S.  Fishman,  vice-chmn.t 

•Became  CEO  1/1/96 

3290 
1249 

19 
17 

10109 
2564 

NA 
NA 

NA 

NA 
NA 

NA 

NA 

NA 

NA  ; 

UNUM 

4043.5 
10.4 

J.  F.  Orr  III.  chmn.  8.  CEO 
R.  W.  Crispin,  exec,  v-p 

May  contain  data  from  a  preliminary  source. 

1480 
863 

57 
18 

913 
708 

4798 
NA 

146 

m 

NA 

10.2 

-29.8 

[3  . 

NA ; 

WASHINGTON 
MUTUAL 

3346.5 
4.0 

K.  K.  Killinger,  chmn.,  pres.  &  CEO 
C.  E.  Tall,  exec,  v-p 

933 
390 

17 
14 

120 
35 

2745 
1119 

198 

m 
m 

8.9 

-70.6 

l!  ■ 

w 

22    OFFICE  EQUIPMENT  &  COMPUTERS  (INDUSTRIAL:  HIGHTECH) 

AMERICA 
ONLINE 

1406.2 
-1230.4 

S.  M.  Case,  chmn.,  pres.  &  CEO 
T.  J.  Leonsis,  sr.  v-p 

200 
205 

0 
8 

27439 
3704 

33460 
NA 

455 

m 

NA 

-413.2 

NM 

na! 

AUTOMATIC  DATA 
PROCESSING 

3906.1 
19.2 

J.  S.  Weston,  chmn.  &  CEO 
A.  F.  Weinbach,  pres.  &  COO* 

•Became  CEO  8/1/95. 

1234 
710 

3 
4 

3948 
1101 

16235 
5786 

160 

a 
m 

19.3 

-2.5 

mi 
m\ 

BAY  NETWORKS 

2094.5 
-7.4 

A.  K.  Ludwick,  pres.  &  CEO 
R.  V.  Schmidt,  exec,  v-pt 

609 
522 

38 
20 

0 

11188 

1512 
12619 

98 

m 
m 

14.0 

NM 

CISCO  SYSTEMS 

5406.4 
29.1 

J.  T.  Chambers,  pres.  &  CEO 
D.  A.  LeBeau,  sr.  v-p 

619 
514 

57 
49 

32594 
12404 

57122 
21361 

394 

n 

B 

32.2 

-19.6 

a 

®L 

COMPAQ 
COMPUTER 

18109.0 
21.4 

E.  Pfeiffer,  pres.  &  CEO 
J.  T.  Rose,  sr.  v-pt 

4250 
1005 

17 
19 

23546 
2420 

58606 
5012 

302 

[5] 

m 

20.7 

22.8 

a| 

m 

COMPUTER  ASSOCIATES  3945  .4 
INTERNATIONAL  19.5 

C.  B.  Wang,  chmn.  &  CEO 
S.  Kumar,  pres.  &  COO 

6000 
3900 

7 
18 

5012 
12613 

25402 
27738 

282 

a 
m 

14.4 

-39.5 

al 
a| 

DIGITAL  EQUIPMENT 

13609.7 
-10.5 

R.  B.  Palmer,  chmn.,  pres.  &  CEO  900 
E.  Pesatori,  v-p  682 

'Includes  186,000  options  granted  after  fiscal  year  end. 

-29 
-24 

366* 
612 

3840 
3390 

106 

Pol 

m 

-24.8 

NM 

iSll 

EMC 

2273.7 
23.6 

M.  C.  Ruettgers,  pres.  &  CEO 
R.  T.  O'Connell,  sr.  v-pt 

May  contain  data  from  a  preliminary  source. 

1059 
695 

65 
217 

4488 
0 

18348 
NA 

201 

a 

NA 

28.9 

-22.2 

naI 

FIRST  DATA 

4934.1 
17.2 

H.  C.  Duques,  chmn.  &  CEO 
C.  T.  Fote,  exec,  v-p 

612 
520 

22 
14 

3316 
0 

4849 
1234 

180 

m 
m 

11.7 

-5.4 

m 
ml 

HEWLETT-PACKARD 

39427.0 
19.2 

U.  E.  Piatt,  chmn.,  pres.  &  CEO 
R.  P.  Wayman,  exec,  v-p  &  CFO 

1822 
939 

19 
16 

4899 
2749 

13696 
7597 

263 

n 

18.6 

38.8 

m\ 

IBM 

75947.0 
25.6 

L.  V.  Gerstner  Jr.,  chmn.  &  CEO 
G.  R.  Thoman,  sr.  v-p  &  CFOt 

4770 
1181 

0 
5 

5562 
2287 

35912 
7011 

278 

a 
m 

19.1 

NM 

ml 

MICROSOFT 

9435.0 
28.6 

W.  H.  Gates  III,  chmn.  &  CEO               563  35 
R.  J.  Herbold,  exec,  v-p  8c  COO           1080*  46 

'Includes  $250,000  payment  related  to  loining  the  company 

0 
0 

1436 
NA 

410 

m 

NA 

27.2 

-2.8 

m 

naI 

i 

NCR 

6963.0 
-7.8 

L.  Nyberg,  Chmn.,  pres.  8,  CEOt          1561          33       3568*  NA 
J.L.  Giering,  sr.  v-p8cCF0t                 580         42       5117**  7176 

'Includes  $1.9  mil  payment  &  $375,000  signing  bonus.  Includes  AT&T  compensation. 
"Includes  $2.3  mil  payment  &  $727,648  tax  reimbursement.  Includes  AT&T  compensation. 

NA 

NA 
NA 

NA 

NA 

mi 

NA 

NOVELL 

1311.8 
6.8 

R.  J.  Frankenberg,  chmn.,  pres.  8i  CEO*  641 
J.  A.  Marengi,  pres.  8<  COO  598 

'Resign>-J  j4":)6 

-21 
8 

0 

363 

2901 
2472 

46 

m 
a 

12.7 

NM 

1 

ORACLE 

4848.0 
33.0 

L.  J.  Ellison,  chmn.,  pres.  8t  CEO 
R.  J.  Lane,  exec,  v-p 

2331 
1525 

-30 
-28 

16743 
18390 

35627 
29202 

327 

a 
a 

33.9 

-13,9 

m 
mi 

PARAMETRIC 
TECHNOLOGY 

658.2 
28.6 

S.  C.  Walske,  chmn.  8.  CEO 
C.  R.  Harrison,  pres.  8i  COO 

1030 
975 

29 
30 

19663 
12540 

35789 
24621 

265 

[U 

a 

25.7 

-2,2 

m 
w 

PAYCHEX 

506,4 
28.7 

B.  T.  Golisano,  chmn.,  pres.  8i  CEO 
J.  T.  Carlen,  exec,  v-p 

537 
311 

7 
10 

0 
0 

1475 
803 

338 

m 
m 

28.0 

11.1 

Q] 

a 

PITNEY  BOWES 

3858,6 
21.0 

G.  B.  Harvey,  chmn.t 

M.  J.  Critelli,  vice-chmn.  &  CEO* 

•Became  CEO  6/13/96 

2104 
1323 

10 
26 

1264 
1025 

12884 
4636 

144 

m 
m 

20.2 

11.0 

fl 

SEAGATE 
TECHNOLOGY 

8558.8 
8.1 

A.  F.  Shugart,  chmn.,  pres.,  &  CEO 

B.  C.  Hegarty,  exec,  v-p 

1440 
1131 

-4 
9 

14995 
4785 

28278 
12012 

333 

m 
m 

14.0 

-56.5 

ai 

m 

SILICON  GRAPHICS 

3245.2 
-1.8 

E.  R.  McCracken,  chmn.  8.  CEO            798  -45 
T.  A.  Jermoluk,  pres.  &  COO                722  -42 

'Option  grants  expired  ttiree  months  after  8/96  resignation. 

0 
0* 

3500 
9528 

103 

m 
a 

10.3 

NM 

a, 

SUN 

MICROSYSTEMS 

7798.7 
24.6 

S.  G.  McNealy,  chmn.,  pres.  8<  CEO 
E.  J.  Zander,  pres. -sub. 

2298 
800 

-23 
-11 

4903 
4578 

12561 
7681 

353 

m 
m 

17.8 

158.1 
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FOOTNOTES  ON  PAGES' 


How  lotig  have  I  been 
advising  people  about  money? 

Long  enough  to  know 
you  can't  plan  someone's 

minutes. 


Meet  Jack  Kimbler,  American  Express 

financial  advisor.  He's  been  consulting  people  on  financial 
matters  for  over  30  years.  So  he  knows  a  comprehensive 
financial  plan  isn't  something  you  put  together  for  some- 
one overnight.  It  takes  time.  And  should  concentrate  on 
the  many  aspects  of  people's  financial  lives.  Including 
financial  position  and  retirement  planning,  plus  insurance, 
investment,  income  tax  and  estate  planning.  Each  is 
individually  important.  And  together,  they  give  you 
focused  financial  direction  across  the  many  facets  of  your 
life.  Something  Jack,  or  any  one  of  our  8,000  advisors 
nationwide,  would  be  more  than  happy  to  help  you  do. 

Nine  out  of  ten  American  Express  Financial  Advisors' 
clients  would  recommend  us  to  their  friends.  Meet  with 
one  today  to  discuss  how  they  can  help  you  do  more. 
Call  1-800-GET-ADVICE. 


Financial 
Advisors 


http://www.americanexpress.com/advisors 


Wharton 


Think  your  career 
strategy  is  ironclad? 


Think  again.  The  skills  and  knowledge  that  made  you 
successful  in  an  age  of  chivalry  may  only  slow  you  down  in 
the  age  of  hypercompetition.  The  armor  that  was  an  advan- 
tage is  now  a  burden.  In  this  dynamic  time,  true  security 
comes  from  learning  and  flexibility. 


»0!f; 
it 


Wharton  Executive  Education  will  suit  you  up  to  win.  Each 
year,  more  than  10,000  executives  come  to  Wharton  to  dis- 
cover sharp  new  tools  to  aid  their  companies  and  their  careers. 
While  we  can't  take  you  to  the  Grail,  we  can  lead  you  to  some 
of  the  latest  wisdom  about  leadership,  management,  market- 
ing and  finance  so  you  can  break  out  of  your  old  mindset. 
With  a  mix  of  more  than  200  programs,  we'll  help  you  hone 
your  skills  for  the  competitive  contests  that  lie  ahead. 


Come  to  Wharton.  Chivalry  may  be  dead,  but  you  don't 
have  to  be. 

•  Critical  Thinking:  Real- World,  Real-Time  Decisions 

August  3-6,  1997 

•  Mass  Market  or  Variety:  Designing  the  Right  Supply 
Chain  for  Your  Product 

September  2-5,  1997 

•  Sales  Force  Management 

August  3-8,  1997 

•  Finance  &  Accounting  for  the  Non-Financial  Manager 

August  17-22,  1997  •  October  26-31,  1997 

•  Winning  in  the  Next  Millennium: 
The  Wharton  Perspective 

August  24-27,  1997 


PAPI 


mm 


IIWIA 


PER! 


m 


Executive  Education 


Aresty  Institute  of 
Executive  Education 

The  Wharton  School 
University  of  Pennsylvania 


Secure  your  future. 


For  our  complete  catalog  of  executive  programs,  please  contact  Wharton  at 
1.800.255.EXEC  ext.  1947  (m  the  U.S.  &  Canada),  1.215.898.1776  ext  1947  (world 
wide),  1.215.386.4304  dept.  1947  (fax),  or  execed(8>wharton. upenn.edu  (e-mail). 
Or  visit  our  web  site  at:  http://www.wharton.upenn.edu/execed. 


4^ 


ECUTIVE  COMPENSATION  SCOREBOARD 


IPANY   EXECUTIVE   1996  COMPENSATION  1994-96  PAY-PERFORIVIANCE  ANALYSIS 

1996  TOTftL  ANNUAL  COMP  LONG-  PAY  VS  SHAREHOLDER  RETURN  PAY  VS  CORPORATE  PROFIT 

SALES  $  MILLIONS  SALARY        %  CHANGE       TERM  TOTAL        $  VALUE  CHANGE 

ROE  %  &  BONUS  FROM         COMP,  COMP        OF  $100  ROE       IN  ROE 

$000  1995  $000  $000        INVESTED      RATING  %  %  RATING 

A  2796.7  E.  A.  Benhamou.  pres.  &  CEO  624  20      11386  20416      624        i         22S       NM  W 

 23^6  _  R.  J^Finocchio  Jr,  exec^v-p  418  12        3666  _15522_  S  M 

i  SYsfEM  "'        311.6  R.  W.  Ussery,  chmn.  &  CEO  883         65         316  2454      415        B         19.8     11.5  D] 

'ICES  22.0  P.  W.  Tomlinson,  pres.  721         62         224  1954  B  E_ 


OIL  SERVICE  &  SUPPLY  (RESOURCES) 

;R  HUGHES  3f4T7""YD.  Woods,  chmn.  &CEOt  1714         10       3980  10090      183        II  8.7   286.6  M 

11.3     M.  L.  Lukens,  pres.  &  COO*  1159         28        856  5279  [1  B 

•Became  CEO  10/1/96. 

lOND  OFFSHORE      611.4     R.  E.  Rose,  pres.  &  CEOt  798         29  0  1781        NA       NA         -5.7       NA  NA 

LING  12^3  _  L  R^  Dicke_rs_on,_s_r._v-p_&  CFOt  ^335  ^13  0  800   NA  NA 

;0  INTERNATIONAL  468.8     C.  F.  Thome,  pres.  &  CEO  814         45  0  2450      359        Q]  8.8   247.8  ID 

 1_L3  _  R_.  A^WHson,  sr.  v-p&COO_   400  57  188  _1797_  B  ^ 

T^L  MARINE  680.7     C.  R.  Luigs,  chmn.,  pres.  &  CEO  750  7       1556  4851      500        Q]         20.3       NM  [T] 

 ^39:2  _  A  9L?y?D'J5^yi    -1^2  ^  2397  4866   E  Q] 

IBURTON     "       7241.2     R.  B.  Cheney,  chmn.,  pres.  &  CEO       2125       431  0  NA      212       NA        13.0       NM  NA 

16.3     D.  P.  Jones,  vice-chmn.  1040  0         358  3188  H]  E] 

May  contain  data  from  a  prelimmary  source. 

'UMBERGER         8956.1     D.  E.  Baird,  chmn.  &  CEO  2200  5      10225  17713      180        IS         13.3     14.4  H 

 15^  1_  _  y.  E.  Grjalva^  ?'fe5-_v-p  1025  4  1059  4478   [II  H 

TERN  ATLAS  2r'82.8  A.  J.  Brann,  chmn.  &  CEO  1615  22  510  7488  NA  NA  7.3  9.3  B 
 8.4     J.  R.  Russell,  exec,  v-p  864  1         123  4542  NA  B 


PAPER  &  FOREST  PRODUCTS  (RESOURCES) 

tGIA-PACIFIC       13024.0     A.  D.  Correll,  chmn.,  pres.  &  CEO        1259        -49  0  7878      113        B         15.3       NM  M 

 _4^6_  ^  D.  K.  Mortensen, _exe_c^v-p   800  -21  0  4937_  B  S_ 

RNATIONAL        20099.0     J.  T.  Dillon,  CEO*  713        -35       4681  10223      128        B  8.2    -30.7  H 

:R  3.2     J.  P  Melican,  exec,  v-p  472        -45         486  4210  H  [D 

•Became  CEO  4a/96^  

ie'rLY-CLARk""  13149.1  W.  R.  Sanders,  chmn.  &  CEO  1697  3  5997  10962  205  m  17.6  50.6  lU 
 3_L3_  _  T.  Jl./a[k^ group  pres^  ^745  25  42 1  2243   B  B 

ERHAEUSER       11114.0     J.  W.  Creighton  Jr.,  pres.  &  CEO          1251        -20         527           5517      117        m         13.9    -24.4  S] 
_  _10. 1_  _  _R_.  C^  Gozon,  exec^  v-pt  ^5_39_  _  _  _-26  0  _1576_  S  S 

AMETTE  ~3425.2  S.  R.  Rogel,  pres.  &  CEO  783  26  120  2269  149  B  16.8  10.5  B 
STRIES  9.7     W.  9.  KInnune,  exec,  v-p  429  4  65  2880  ^  ^ 


PERSONAL-CARE  PRODUCTS  (CONSUMER  PRODUCTS) 

I  PRODUCTS         4814.2  ~  J.  E.Preston,  chmn.  &  CEO               1172         18       4694           7907      257        [f       140.9     65.5  B 
 1_3_L 5  _  _E_.  J.  Rtobmson,  pres._&  COO  1_2_8_5  28        2200   5527_  S  B_ 

!0X  2353.6     G.  C.  Sullivan,  chmn.  &  CEO  1245  8         224  5213      203        (H         21.5     23.1  [U 

23.5  N.  P  DeFeo,  group  v-p*  674  0  9  2599  B  [U 

•Left  company  7/1/96. 

iATE-PALMOLivY  8749.0     R.  Mark,  chmn.  &  CEO                      2677          35       3842          37358      160        [S         23.5       7.2  B 
 ^30^5  _  W.  S^  Shanahan^  pres.  &  COO  1576  _34_  _  _  1054  J 2 155  B  B_ 

E  LAUDER           3314.9     L.  A.  Lauder,  chmn.  &  CEOt              3301         43            0              NA       NA       NA           NA       NA  NA 
 ^3_L8  _     H^Langhammer,_p_res^&  C00|  3000  -33  1501  NA  NA  NA  _ 

EHE                  9697.7     A.  M.  Zeien,  chmn.  &  CEO                2975         23       3607          16573      271        1]         30.0    -27.5  [1 
 ^2_L4  _  M.  C.  _Hawl_ey,_pre_s._&  COO  1142  26  J 01 2  4934   S  1_ 

:TER&GAMBLE  35212.0     J.E.  Pepper,  chmn.  &  ceo*  1110*        16       2364  8756      201        D         24.9  1035.1  [2] 

25.9     H.  Einsmann,  exec,  v-p  1495**       -9         300  5402  H  [2] 

•Became  CEO  7/1/95,  Excludes  bonus  paid  m  restricted  stock  &  options  granted  in  '96  &  '97.  ••Excludes  $297,000  bonus  paid  in  form  of  options. 

PUBLISHING,  RADIO  &  TV  BROADCAST  (SERVICE) 

iR  CHANNEL           351.7     L.  L.  Mays,  chmn.  &  CEO                  2602          24            0            6277      393        B          14,6    -20.9  M 
MUNICATIONS  ]3_  _M.  P.  Mays,  pres.  &  COOt  ^346  102  0  681  B  B_ 

1460.3     J.  0.  Robbins,  pres.  &  CEO  600*       -20         514  3991        NA        NA  1.8-121.2  \s\ 

MUNICATIONS  -2.3     B.  R.  Elson,  exec,  v-p**  502  6  0  1653  NA  (H 

•Excludes  bonus  paid  m  restricted  stock  in  1997,  '*Resigned  12/31/96, 

JONES               2481.6     P  R.  Kann,  chmn.  &  CEO                 1095         -3         259           5157      102        [f         11.8     14.2  M 
 11.3     K.     Bureriga^pres.  &  COO   820  -1  211  3769   _[|  

IbRADSTREET     2252.3     R.  E.  Weissman,  chmn.  &  CEO*          2608         60  4432          13370      114        B         31.2    -51.8  U 

18.6  V.Taylor,  chmn.  &  CEO**                  1463         83  2115           6619                  SI  ID 

•Resigned  11/2/96.  ••Became  CEO  11/1/96, 

iiEn                 4421.1     J.  J.  Curley,  chmn.,  pres.  &  CEO          1754           6  2461           8634      140        B         23.0       2.1  M 
 2_L3  _ _D.  K  McCorkJndale,  v|ce-chmri.  &  CFO  _1_5_40  7  _ _  1024  5815  B  

IHT-RIDDER           2774.8     P  A.  RIdder,  chmn.  &  CEO                 1403          76         692            4294      137        [D         17.6     98.7  B 
 2_3^7_  _  _J^  C.  Fontame^  pres_.   942  53  289  2  540   m    

RAW-HILL            3074.7     J.  L.  DIonne,  chmn.  &  CEO                 1913          20        1473            9043      150        B         26.9  2522.6  B 
 ^36^4  _  H.W.  McGrawJM^pres_.  _&_C00_  n_7_l  ^19  800  5152_  B_ 

JER'S  DIGEST        2967  6    J.  P  Schadt,  chmn.  &  CEO  1490         -3  0  5522      100        [U         29.8    -66.9  U 

JCIATION  11.0     K.  A.  Gordon,  pres.  &  coot  921  20  0  2897  [3]  [3] 
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EXECUTIVE  COMPENSATION  SCOREBOARD 

COMPANY 

EXECUTIVE 

1996  COMPENSATION 

1994-96  PAY-PERFORMANCE  ANALYSIS 

1996 

lOlAL  ANNUAL  COMP 

long- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE  % 

sal'ary 

&  BONUS 
$000 

%  CHANGE 
FROM 
1995 

lERM 
COIl/IP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
Of  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATING 

TIME  WARNER 

10064.0 
-11.7 

G.  M.  Levin,  chmn.  &  CEO 
R.  D.  Parsons,  pres. 

5260 
2999 

1 
3 

0 

16648 
NA 

87 

m 

NA 

-8.5 

NM 

m 

NA 

TIMES  MIRROR 

3401.0 
17.6 

M.  H.  Willes,  chmn.,  pres.  &  CEO 
R.  T.  Schlosberg  III,  exec,  v-p 

2151 
1201 

130 

ou 

881 

NA 

231 

NA 
L^ 

-3.5 

104.3 

NA 

fH 

TRIBUNE 

2405.7 
20.4 

J.  W.  Madigan,  chmn.,  pres.  &  CEO 
J.  C.  Dowdle,  exec,  v-p 

1454 
930 

21 
8 

4094 
3554 

11436 
9918 

138 

B 
H 

18.5 

24.9 

m 

WASHINGTON  POST 

1853.4 
16.6 

D.  E.  Graham,  chmn.  &  CEO 
A.  G.  Spoon,  pres.  &  COO 

400 
846 

0 
2 

0 
0 

1784 
3067 

138 

m 
m 

15.9 

17.6 

Q]| 

a 

27    RAILROADS  (TRANSPORTATION) 

BURLINGTON  NORTHERN  8187.0 
SANTA  FE  14.9 

R.  D.  Krebs,  pres.  &  CEOt                   560*       -29  5075 
D.  G.  Mclnnes,  sr.  v-p  &  coot             648**       56  2770 

'Excludes  bonus  paid  in  restricted  stock.  Excludes  portion  of  salary  paid  m  options. 

14427      158        H  13.2 
5767  [4] 

"Excludes  portion  of  salary  paid  in  options. 

-14.2 

13 

ai 

CONRAIL 

3714.0 
10.4 

D.  M.  LeVan,  chmn.,  pres.  &  CEO 
R.  J.  Conw/ay,  sr.  v-pt 

595 
257 

10 
-21 

0 
0 

2253 
865 

161 

m 
m 

9.7 

33.9 

ml 

CSX 

10536.0 
17.1 

J.  W.  Snow,  chmn.,  pres.  &  CEO 
J.  P.  Clancey,  pres.  &  CEO-Sea-Land 

1321 
1006 

-5 
39 

4336 
554 

13883 
4736 

110 

a 
a 

16.4 

51.6 

ml 

m 

NORFOLK  SOUTHERN 

4770.0 
15.5 

D.  R.  Goode,  chmn.,  pres.  &  CEO 
D.  H.  Watts,  vice-chmn. 

1870 
1077 

-29 
-16 

0* 
0* 

8507 
4257 

136 

m 
m 

14.8 

30.3 

m. 

m:. 

'  1996  performance  share  awards  not  yet  reported. 

UNION  PACIFIC 

8786.0 
8.9 

D.  Lewis,  chmn.  &  CEOt                  3131         16  18320* 
R.  K.  Davidson,  pres.  &  COO              1863         17  79 

'  includes  $4  mil  performance  award  related  to  Southern  Pacific  merger. 

26584 
6846 

150 

12.4 

-38.2 

28    RETAILING  (FOOD)  | 

ALBERTSON'S 

13776.7 
22.0 

G.  G.  Michael,  chmn.  &  CEO 
R.  L.  King,  pres.  &  COOt 

1093 
563 

8 
68 

906 
0 

5173 
1159 

140 

m 
m 

23.5 

-10.1 

@l 
mm 

SAFEWAY 

17269.0 
40.5 

S.  A.  Burd,  pres.  &  CEO 
K.  W.  Oder,  exec,  v-p 

1365 
850 

1 

-4 

3864 
0 

7848 
2601 

402 

m 
m 

40.2 

25.9 

ml 
m  1 

WINN-DIXIE  STORES 

13090.8 
17.5 

A.  D.  Davis,  chmn.  &  CEO 
J.  Kufeldt,  pres. 

754 
754 

5 
5 

0 

316 

2189 
2994 

128 

ffl 
m 

18.9 

-26.9 

m  1 
m  1 

29    RETAILING  (NONFOOD)  1 

AUTOZONE 

2348.7 
18.8 

J.  R.  Hyde  III,  chmn.  &  CEO 
T.  S.  Hanemann,  pres.t 

1133 
613 

8 
0 

0 
0 

3349 
1857 

96 

m 
m 

20.4 

-14.3 

ml 

CARDINAL  HEALTH 

9694.0 
12.0 

R.  D.  Walter,  chmn.  &  CEO 
J.  C.  Kane,  pres.  &  COO 

930 
705 

-1 
-3 

0 
0 

3192 
2447 

232 

m 
m 

12.2 

NA 

naI 
naI 

COSTCO 

20066.3 
12.6 

J.  D.  Sinegal,  pres.  &  CEO 
J.  H.  Brotman,  chmn. 

450 
450 

47 
47 

0 
0 

1056 
1056 

131 

m 
m 

11.1 

1.5 

m  1 

m  i 

LOWE'S 

8600.2 
13.5 

L.  G.  Herring,  pres  &  CEOt 
R.  L.  Stricl<land,  chmn. 

May  contain  data  from  a  preliminary  source. 

1444 
1304 

64 
58 

18 
432 

4776 
5268 

122 

m 
a 

14.3 

-10.8 

ii 
il 

NORDSTROM 

4579.4 
10.1 

J.  J.  Whitacre,  chmn. 
J.  F.  Irving,  exec,  v-p 

371 
404 

7 
14 

38 
81 

1386 
1453 

111 

m 
m 

12.3 

-16.2 

[S  1 

SEARS,  ROEBUCK 

38236.0 
25.1 

A.  C.  Martinez,  chmn.,  pres.  &  CEO 
R.  L.  Mettler,  pres. -merchandising 

3414 
1551 

55 
65 

0 

364 

10724 

183 

a 

20.9 

7.0 

ml 

WALGREEN 

12139.6 
18.4 

C.  R.  Walgreen  III,  chmn.  &  CEO 
L.  D.  Jorndt,  pres.  &  COO 

1490 
1004 

5 

-3 

480 
351 

5380 
3799 

206 

m 
m 

18.1 

3.4 

la  1 
ml 

30    SERVICE  INDUSTRIES  (SERVICE) 

BROWNING-FERRIS 
INDUSTRIES 

5843.6 

-3.9 

B.  E.  Ranck,  pres.  &  CEO* 
N.  A.  Myers,  vice-chmn. 

■Became  CEO  10/1/95. 

600 
508 

-41 
-29 

0 
0 

2929 
2749 

109 

m 
m 

7.3 

NM 

m 

COLUMBIA/HCA 
HEALTHCARE 

19909.0 
18.3 

R.  L.  Scott,  chmn.  &  CEO 
D.  T.  Vandewater,  pres.  &  COO 

900 
791 

-26 
-12 

960 
1535 

5171 
7655 

186 

m 
a 

16.0 

10.6 

mi 

m' 

DONNELLEY  (R.R.) 
&SONS 

6599.0 
-9.7 

J.  R.  Walter,  chmn.  &  CEO* 
J.  P.  Ward,  exec,  v-p 

■Resigned  10/23/96 

1040 
442 

-30 
-24 

2795 
207 

10449 
2768 

107 

a 
m 

5.9 

NM 

mi 
m 

ENRON 

13289.1 
16.4 

K.  L.  Lay,  chmn.  &  CEO                    2889  9 
R.  D.  Kinder,  pres.  &  COO                 2458  34 

'Includes  $3.8  mil  loan  forgiveness  &  $1.1  mil  severance  payment. 

4409  25446 
35238*  44604 

Resigned  12/31/96. 

160 

m 
m 

16.4 

28.9 

m 
m 

FEDERAL  EXPRESS 

10817.9 
11.2 

F.  W.  Smith,  chmn.,  pres.  &  CEO 
T.  L.  Weise,  exec,  v-p 

'Includes  $974,734  for  tax  reimbursement. 

878 
1462* 

-33 
120 

1200 
1788 

4594 
5282 

126 

m 
a 

12.1 

5.5 

ml 
m 

FLUOR 

12046.8 
15.8 

L.  G.  McCraw,  chmn.  &  CEO 
H.  K.  Coble,  vice-chmn. 

2024 
859 

15 
8 

1368 
1577 

8003 
5244 

160 

m 
m 

15.9 

-1.0 

mi 

GENUINE  PARTS 

5720.5 
19.1 

L.  L.  Prince,  chmn.  &  CEO 
T.  C.  Gallagher,  pres.  &  COO 

1121 
786 

11 
11 

792 
555 

4736 
3209 

130 

m 
m 

18.9 

6.4 

mj 

GRAINGER  (W.W.) 

3537.2 
16.1 

R.  L.  Keyser,  pres.  &  CEO 
J.  D.  Fluno,  vice-chmn. 

1164 
979 

-2 
-3 

4208 
3040 

7706 
7943 

145 

m 
a 

14.8 

1.6 

ml 

 — -  ^  J 
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Penske's  proven  methods 
of  effective  transportation 
management  can  send 
more  of  your  money 
directly  to  your  bottom 
line.  We  can  reduce 
your  operating  costs  and 
improve  your  productivity 
with  a  full  range  of 
transportation  sei^ices 
that  will  save  you  money. 
Let  us  prove  it  to  you. 
Call  1-800-221-3040. 


•  Full  Service  Leasing 

•  Integrated  Logistics 

•  Contract  Maintenance 

•  Tmck  Rentals 


Truck  Leasing 


We'll  take 
you  where 

YOU  WANT 
TO  GO. 

To  HIGHER  LEVELS 
OF  PROFITABILITY 

TO  MAXIMUM 
OPERATING  EFFICIENCY 

TO  IMPROVED 
PRODUCTIVITY 

TO  TOTAL  CUSTOMER 
SATISFACTION  .  .  .  FOR  YOU 
ID  YOUR  CUSTOMERS. 


Expertise, 


Innovation 


Leadership 
is  more 
than  numbers 


With  $450  billion  in  assets  under  mana- 
gement, AXA  is  a  world  leader  in  insu- 
rance and  investment.  With  100,000 
men  and  women  sharing  the  same 
vision  in  more  than  50  countries,  we 
strike  a  unique  balance  between  global 
experience  and  local  expertise  that 
allows  us  to  develop  solutions  tailored 
to  your  goals.  Here  in  the  US,  where  we 
manage  $230  billion  in  assets,  we've 
been  serving  clients  for  over  137  years. 
You  know  us  as  Equitable,  Alliance 
Capital  and  Donaldson,  Lufkin  & 
Jenrette,  companies  whose  outstanding 
track  record  allows  us  to  say: 


Go  ahead 


INSURANCE  &  INVESTMENT 

WITH  OUR  US  MEMBER, 

Please  visit  our  Web  site :  http:/Avww.axa.com 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY 


EXECUTIVE 


1996  COMPENSATION 


1994-96  PAY-PERFORMANCE  ANALYSIS 


1996 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFfT 

SALES:  $  MILLIONS 
ROE  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1995 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATI 

ur  AI  Tucni  ITU 
ncALl  noUU  1  n 

15.8 

n.  M.  oCiUSny,  Cnmn.  ot  LcU 
J.  P.  Bennett,  pres.  &  COO 

11380 
1285 

69 
32 

1  C  1  Q"7 

1210 

38174 
4526 

306 

m 
m 

12.3 

597.1 

[' 
[: 

nro 

/yy  .u 
8.9 

H.  R.  Silverman,  chmn.  &  CEO 

J.  D.  Snodgtass,  vice-chmn.,  pres.  &  COO 

3752 
1129 

162 
3 

19990 
0 

26547 
3333 

483 

m 
m 

14.1 

-30.6 

0 

HUMANA 

6788.0 
0.9 

D.  A.  Jones,  chmn.  &  CEO 
G.  H.  Wolf,  pres.  8.  COOi 

1 122 
894 

-27 
1585 

0 
100 

5285 
NA 

107 

n 

NA 

10.8 

-90.7 

E 

N, 

MANPOWER 

5856.9 
26.9 

M.  S.  Fromstein,  chmn.,  pres.  &  CEO 
J.  F.  Chait,  exec,  v-p,  CFO,  secy. 

4079 
1215 

9 
14 

0 
0 

10415 
3071 

187 

m 
m 

32.1 

NM 

D 
[ 

OXFORD  HEALTH 
PLANS 

3075.2 
16.7 

S.  F.  Wiggins,  chmn.  &  CEOt 
W.  M.  Sullivan,  pres.  &  COOt 

May  contain  data  from  a  preliminai^  source. 

1738 
542 

115 
59 

27270 
7279 

32455 
9047 

442 

s 

m 

20.8 

1.7 

REPUBLIC 
INDUSTRIES 

2365.5 
-2.2 

S.  R.  Berrard,  pres.  &  co-CEO* 
H.  W.  Hudson,  vice-chmn. 

IVlay  contain  data  from  a  preliminary  source. 

2         NA  0 
277        147  0 

•Joined  company  5/1/96. 

NA 
NA 

2177 

NA 
NA 

4.3 

NM 

N, 

n; 

TENET 

HEALTHCARE 

5818.9 
8.6 

J.  C.  Barbakow,  chmn.  &  CEO 
M.  H.  Focht,  pres.  &  COO 

2173 
1402 

36 
39 

0 

3779 

5626 
8771 

156 

m 

a 

11. 2 

-47.2 

i 

UNITED 
HEALTHCARE 

10073.8 
8.8 

W.  W.  McGuire,  CEO 
T.  H.  Wills,  COO 

1151 
475 

-37 
-24 

0 
0 

16693 
5712 

119 

m 

B 

9.3 

-56.6 

11 

WMX 

TECHNOLOGIES 

9187.0 
9.1 

P.  B.  Rooney,  pres.  &  CEO* 

D.  L.  Buntrock,  chmn.  &  acting  CEO 

■Became  CEO  6/1/96  and  resigned  2/18/97 

1810 
1339 

-25 
-63 

0 

1395 

6242 
8961 

131 

m 
m 

13.2 

-16.8 

0 

31    STEEL  (INDUSTRIAL 

LOW  TECH) 

NUCOR 

3647.0 
16.2 

J.  D.  Correnti,  vice-chmn,  pres.  &  CEO*  689 
F.  K.  Iverson,  chmn.  819 

-21 
-30 

303 
360 

3873 
5068 

98 

m 
a 

18.8 

18.5 

0 

came  CEO  1/1/96 


32    TELECOMMUNICATIONS  (TELECOMMUNICATIONS) 


ADC  922.2 
TELECOMMUNICATIONS  12.9 

W.  J.  Cadogan,  chmn.,  pres.,  CEO  &  COO 
L.  J.  Davis,  sr.  v-p 

'Excludes  portion  of  bonus  paid  respectively 

708*       -11  3519 
369*       -11  3107 
n  183,755  and  93,287  stock  options. 

8863 
4318 

349 

m 
m 

13.0 

-9.8 

ALLTEL 

3192.4 
13.9 

J.  T.  Ford,  chmn.  &  CEO 
S.  T.  Ford,  exec,  v-p 

1333 
700 

8 
NA 

390 
0 

4804 
NA 

118 

m 

NA 

16.3 

-17.4 

i 

nJ 

AMERITECH 

14917.0 
27.8 

R.  C.  Notebaert,  chmn.,  pres.  &  CEO 
W.  P.  Campbell,  exec,  v-p 

2004 
808 

2 
9 

693 
0 

6913 
3352 

180 

m 
m 

25.2 

44.0 

[: 

AT&T 

52184.0 
26.6 

R.  E.  Allen,  chmn.  &  CEO                  3222          -1        3521  18272 
L.  Nyberg,  chmn.  &  CEO-NCRt            1561          33       2863*  NA 

'Includes  $1,9  mil  cash  payment  m  lieu  of  pension  benefits.  Compensation  also  listed  under  NCR 

127 

NA 

17.9 

-7.2 

E 

N, 

BELL  ATLANTIC 

13081.4 
23.9 

R.  W.  Smith,  chmn.  &  CEO 
J.  G.  Cullen,  vice-chmn. 

2105 
1358 

10 
43 

0 

263 

6293 
3789 

126 

SI 

m 

24.9 

32.4 

BELLSOUTH 

19040.0 
21.6 

J.  L.  Clendenin,  chmn.,  pres.  &  CEO     1909         22  2493** 
F.  D.  Ackerman,  vice-chmn.  &  COO*     1414         37  750 

'Became  CEO  12/31/96.  *  'Includes  $2. 1  mil  cash  payment  related  to  retirement. 

10511 
5376 

158 

m 
m 

16.6 

182.0 

[; 

CINCINNATI  BELL 

1573.7 
29.2 

J.  T.  LaMacchia,  pres.  &  CEO 
J.  F.  Orr,  coot 

998 
720 

-3 
193 

761 
340 

3784 
2153 

374 

m 
m 

12.5 

NM 

FRONTIER 

2575.6 
20.4 

R.  L.  Bittner,  chmn.  &  CEO 
L.  L.  Massaro,  exec,  v-p 

700 
285 

-43 
-38 

0 
0 

3120 
1185 

111 

m 
m 

16.7 

63.0 

GTE 

21339.0 
40.2 

C.  R.  Lee,  chmn.  &  CEO 
K.  B.  Foster,  pres. 

2528 
1825 

10 
6 

3292 
1955 

12538 
8268 

151 

H 

a 

33.5 

292.3 

E 

Oi 

LUCENT 
TECHNOLOGIES 

23797.0 
30.8 

H.  B.  Schacht,  chmn.  &  CEO*             620**  NA 
R.  A.  McGinn,  pres.  &  COOt              1065**  1 

'Became  CEO  2/1/96  *  'Represents  nine-months'  compensation- 

1301**            NA  NA 
1105**  5026 
-has  new  fiscal  year  after  spin-off. 

NA 
NA 

NA 

NA 

N, 

N, 

MCI 

COMMUNICATIONS 

18494.0 
11.3 

G.  H.  Taylor,  CEO 

B.  C.  Roberts  Jr.,  chmn. 

565 
960 

-60 
-60 

5185 
7205 

8964 
13302 

116 

a 
m 

8.6 

-15.1 

i 

NYNEX 

13508.8 
19.9 

1.  G.  Seidenberg,  chmn.  &  CEO 
F.  V.  Salerno,  vice-chmn. 

1799 
1176 

17 
-8 

1624 
340 

6701 
4531 

140 

m 
m 

15.6 

NM 

E 

E> 

PACIFIC  TELESIS 
GROUP 

9594.0 
40.3 

P.  J.  Quigley,  chmn.,  pres.  &  CEO        2007  42 
D.W.Donnan,  chmn.,  pres.  &  CEO-sub.     1077  -1 
'Excludes  $497,824  on  exercise  of  AirTouch  stock  options. 

526* 
312 

6114 
4735 

138 

m 
m 

36.6 

1542.7 

G 
E 

SBC 

COMMUNICATIONS 

13898.0 
30.7 

E.  E.  Whitacre  Jr.,  chmn.  &  CEO 
R.  S.  Caldwell,  pres.-sub. 

3559 
1381 

40 
50 

2877 
615 

15508 
4506 

139 

m 
m 

26.9 

63.0 

E 
E 

SPRINT 

14044.7 
14.0 

W.  T.  Esrey,  chmn.  &  CEO 
R.  T.  LeMay,  pres.  &  COO 

3344 
2456 

115 
154 

1515 
2897 

11099 
8235 

150 

a 
a 

17.9 

14.5 

& 

TELLABS 

869.0 
20.0 

M.  J.  Birck,  pres.  &  CEO 
B.  J.  Jackman,  pres.-sub. 

573 
398 

12 
11 

0 

2444 

3369 
5308 

637 

m 
m 

23.8 

35.6 

C 
E 

U.S.  ROBOTICS 

2258.1 
25.8 

C.  G.  Coweil,  chmn.,  pres.  &  CEO 
J.  McCartney,  pres.  &  COO 

3430 
2245 

23 
29 

30522 
19883 

53977 
45632 

832 

m 
a 

20.0 

60.7 

e 
e 

US  WEST 
(CONSOLIDATED) 

12911.0 
10.7 

R.  D.  McCormick,  chmn.,  pres.  8.  CEO  1879 
C.  M.  Lillis,  exec,  v-p;  pres.  &  CEO-Media  1008 

52 
16 

2101 
0 

8584 
4859 

NA 

NA 
NA 

15.6 

31.5 

c 
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Don't  let  a  cancelled  flight  get  in  your  way. 


No  one  puts  you  m  touch  with  more 
precise  airlme  schedules  and  connec- 
tions or  more  complete  hotel  and  car 
rental  information.  Even  interactive 
maps  to  help  you  plot  your  course. 
No  one  gives  you  more,  as  quickly 
and  as  easily  as  OAG, 

And  you  can  get  your  information  any 
way  you  want  it,  any  time  you  need  it. 


Stay  in  control  of  your  air,  hotel 
and  car  arrangements  anytime, 
anywhere,  with  OAG. 


Access  OAG  through  our  pnnted 
guides,  both  desktop  and  pocket-size. 
Through  your  LAN,  our  CD  or 
on-line.  Even  via  telephone  and 

wireless,  too. 

So  flip  through,  dial  up,  log  on  or 
click  your  way  through  OAG. 
You'll  have  the  world's  most  complete 
and  unbiased  travel  information  at 
your  fingertips. 

With  OAG,  your  business  travel  will 
never  get  m  the  way  of  your  business. 


OAG 

Where  travel  begins  " 


Call  1-800-DlAL-OAG  or  E-mail  us  at  oaginfo@oag.coin 

OAG  is  a  leading  brand  of  Reed  Travel  Group. 


Things  we've  n^tA 

Generally  speaking,  % 


Cracker-style  gator  w»x\stlint^, 
Orlando,  f  lorida. 


6  ycar/lOO  OOn mile  warranty  against  liody  corrosion!  -All  exterior  body  pat 

•Stainless  steel  exlianst.  -Look'  It  even  \A/on  the  Motor  Trend  1997  Ca 


The  All  New  Malibu.  The  Car  You  Kfii 


jMSRP  includes  dealer  prep  and  destinalion  charge  Tax,  license  and  opiional  equipment  additional.  *WhiC'^j,  , 


t  Americans: 

igher  the  better 


^  The  durable  now  Chevy  Malihii. 


e  galvanized  steel.  -Exceeds  Federal  stanclards  for  side  and  front  barrier  inipacts. 

'ard!  •  1800  New  Malibn  •  www. Chevrolet. coni/nialibu  •$13,995' 


rica  Could  Build. 


Genuine  Chevrolet 


or  terms  ol  ihi:  limited  watranly  Chevy  and  Malibu  ore  Irademorks  of  the  GM  Cotp  ©1997  GM  Corp  Buckle  up,  America  I  IS' 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY   EXECUTIVE   1996  COMPENSATION  1994-96  PAY-PERFORMANCE  ANALYSIS 


1996 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS  SHAREHOLDER  RBURN 

PAY  VS  CORPORATE  PROFIT  1 

SALES-  $  MILLIONS 

ROE;  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATiNT 

WORLDCOM  4485.1 

-16.9 

B.  J.  Ebbers,  pres.  &CEO                 3273*        10  0 
J.  Q.  Crowe,  CEO-MFS  Communs.        1497         NA  34280 

'Includes  $1,687,500  &  $650,000  paid  under  perfomance  bonus  plans. 

14267 
NA 

216 

m 

NA 

-4,5 

NM 

E 

33    TEXTILES,  APPAREL  (CONSUMER  PRODUCTS)  I 

LIZ  CLAIBORNE  2217.5 
15.8 

P.  R.  Charron,  chmn.  &  CEO              2170  -3 
D.  V.  Seagal,  pres.                           996'  NA 

'Includes  $218,750  in  connection  with  employment  agreement. 

0 

438 

9517 
NA 

180 

m 

NA 

12,3 

23.2 

m: 
na; 

NIKE  7892.3 
24.6 

P.  H.  Knight,  chmn.  &  CEO  1855 
T.  E.  Clarke,  pres.  &  COO  1275 

12 
12 

0 

2102 

4475 
5287 

535 

m 
m 

22.6 

43.3 

OJ! 

VF  5137.2 
15.0 

M.  J.  McDonald,  pres.  &  CEO*  2237 
J.  P.  Schamberger,  vice-chmn.t  990 

150 

29 

439 
137 

5128 
2658 

158 

m 

m 

13.1 

-4.9 

a 

HI' 

■Became  CEO  1/1/96. 


34    TIRE  &  RUBBER  (INDUSTRIAL:  LOW  TECH) 


GOODYEAR  TIRE  &      13112.8     S.  F.  Gibara,  chmn.,  pres.  &  CEO*        1580         84        814  4384      120        g]         14.0  -85.4 

RUBBER  3.1     S.  C.  Gault,  chmn.  &  CEOt  1309        -41       8813         29876  H] 

•Became  CEO  1/1/96. 


35    TOBACCO  (CONSUMER  PRODUCTS) 


AMERICAN  BRANDS 

5776.3 

T.  C.  Hays,  chmn.  &  CEO 

2367' 

23 

1526 

7604 

13.5 

J.  T.  Ludes,  pres.  &  COO 

1323* 

21 

226 

3714 

•Includes  $522,168  and  $294,839  (respectively)  for  tax 

reimbursement  related  to  funding  ret 

PHILIP  MORRIS 

54553.0 

G.  C.  Bible,  chmn.  &  CEO 

2852 

14 

5700 

18513 

44.3 

M.  H.  Bring,  exec,  v-p 

1517 

17 

957 

9402 

RJR  NABISCO 

17063.0 

S.  F  Goldstone,  chmn.  &  CEO 

6772 

388 

0 

NA 

HOLDINGS 

5.9 

H.  J.  Greeniaus,  chmn.  &  CEO-sub. 

1965 

-43 

661* 

10737 

'Compensation  also  listed  under  Nabisco  Holdings. 

UST 

1396.8 

V.  A.  Gierer  Jr.,  chmn.,  pres.  &  CEO 

2722 

1 

5166 

12986 

164.5 

J.  J.  Bucchignano,  exec,  v-p  &  CFO 

1323 

7 

210 

4005 

174 


15.5  -13,1 


235 


a 
a 


40,2  44.5 


119 


NA 


5.9 


NM  NA 


133 


m 


139,4    106.5  K 


36  UTILITIES  (UTILITIES) 
AES 


835.0     D.  W.  Bakke,  pres.  &  CEO  1161  39  0  4208  205 

-  _18. 1_  _     A.  Tribone^  sr^v-p  _6_8_5  1_1_5          276   1963   

5849.2     E.  L.  Draper  Jr.,  chmn.,  pres.  &  CEO  1002*  9  686  3932  135 

13.0     G.  P.  Maloney,  v-p  501*  13  297  1863 
*1996  bonus  estimated. 

2995.7     S.  H.  Smith  Jr.,  chmn.  &  CEO  1114  12  31  3008  144 

14.2     W.  Cavanaugh  III,  pres.  &  CEO*  847  21  22  2181 

•Became  CEO  10/1/96. 


20.7  -21.3 


g 

i 


AMERICAN  ELECTRIC 
POWER 


12.4  52.9 


CAROLINA 
POWER  &  LIGHT 


13.3  10.8 


^ 


CENTRAL&  5155.0     E.  R.  Brooks,  chmn.,  pres.  &  CEO        1054         29         418  2909      104        S         11.1    -12,4  i,{ 

SOUTH  WEST  7A.Ji  y.  Shockley  1 1 1 ,  exec^  y-p   _6_8_9  32          249   1863_   Sfi 

CINERGY                  3242,7     J.  E.  Rogers,  vice-chmn.,  pres.  &  CEO  1236         42       3078           7296      147        B         11,5  NM 
 13^0  _  J.     Randolph,  chmn^  _8_6_7  0  661  3229   a  

CONSOLIDATED  3794.3     G.  A.  Davidson  Jr.,  chmn.  &  CEO  969         23  84 

NATURAL  GAS  13.5     R.  W.  Best,  sr.  v-p*  586         NA  41 

 -Resigned  3/_8/97,  _    _    j] 

4842.3  T.  E.  Capps,  chmn.,  pres.  &  CEO          1014           8         409            3342      104        \E           9.7    -17.7  Bi! 
9^6  _     T.  Rhodes^ pres.  &  CEO-Vjrgin|a_Power_6_58  -3  76  2139  a  

3645.4  J.  E.  Lobbia,  chmn.  &  CEO  637  0  87  1931       133        H         10,9    -39,8  i!' 
9.0     A.  F  EarleyJr.,  pres.  &C00                 455          -5           48  1397  [2] 


ii 


2415 
NA 


135 


7.7  56.2 


NA 


m 

ml}. 


DOMINION 
RESOURCES 
DTE  ENERGY 


DUKE  POWER 

4758.0 

W.  H.  Grigg,  chmn.  &  CEO 

971 

-3 

229 

3389 

126 

m 

13.6 

6.0 

14.0 

W.  A.  Coley,  pres. -sub. 

723 

21 

145 

2172 

m 

i 

EDISON 

8544.5 

J.  E.  Bryson,  chmn.  &  CEO 

1642 

17 

0 

3713 

120 

m 

11,3 

4.5 

a 

INTERNATIONAL 

11.2 

S.  E.  Frank,  pres.  &  COO-SCE 

941 

88 

0 

NA 

NA 

NA 

EL  PASO 

3010.0 

W.  A.  Wise,  chmn.,  pres.  &  CEO 

1400* 

19 

4277' 

9817 

158 

(H 

9,0 

-82.1 

i 

NATURAL  GAS 

2.3 

H.  B.  Austin,  exec,  v-p  &  CFO 

678" 

46 

528" 

2473 

m 

i 

•Salary  replaced  with  stock  awards;  portionof  bonus  also  under  restricted  stock.  "Unspecified  portion  of  bonus  paid  in  restricted  stock. — included  under  both  ODM 

ENTERGY 

7163.5 

E.  Lupberger,  chmn.,  pres.  &  CEO 

1308 

-4 

0 

4597 

94 

a 

6.4 

-9.8 

i 

6.3 

J.  L.  Maulden,  vice-chmn. 

722 

-11 

0 

2665 

m 

FPL  GROUP 

6036.8 

J.  L.  Broadhead,  chmn.  &  CEO 

1552 

0 

990 

7490 

136 

a 

12.5 

20.7 

E 

12.6 

P.  J.  Evanson,  pres. 

883 

9 

197 

2581 

1 

GPU 

3918.1 

J.  R.  Leva,  chmn.  &  CEO 

1033 

12 

82 

3062 

131 

m 

10.3 

-13.5 

II 

9.8 

F.  D.  Hafer,  pres.  &  COO 

557 

48 

61 

1426 

m 

g 

HOUSTON 

4095.3 

D.  D.  Jordan,  chmn.  &  CEO 

2026 

13 

767 

7256 

119 

10.6 

-20,9 

g 

INDUSTRIES 

10,1 

R.  S.  Letbetter,  v-p 

747 

15 

139 

2336 

a 

OHIO  EDISON 

2469.8 

W.  R.  Holland,  CEO 

730 

7 

62 

2057 

124 

m 

12.2 

NM 

E 

12.2 

H.  P.  Burg,  pres.,  COO  &  CFO 

318 

12 

45 

970 

B 

II 

PACIFICORP 

4293.8 

F  W.  Buckman,  pres.  &  CEO 

1077 

64 

498 

4209 

126 

a 

12.3 

0.3 

i 

11.8 

C.  E.  Robinson,  chmn. -Pacific  Telecom 

721 

2 

213 

2736 

a 

lit 

PANENERGY 

7536.8 

P.  M.  Anderson,  pres.  &  CEO 

1215 

54 

1028 

3584 

210 

m 

13.2 

68.9 

15.0 

J.  T.  Hackett,  exec,  v-p 

792 

NA 

2091 

NA 

NA 
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In  every  era,  the  few  who  make  a  difference  are 
those  who  dare  to  imagine  a  world  beyond  the  horizon. 
A  world  in  which  old  truths  are  enriched  with  new  ones. 
The  greater  the  resources,  the  greater  the  possibilities. 


limitations 


CREDIT 
SUISSE 


FIRST 
BOSTON 


www.credit-suisse.com 


NO  VARUS 


The  world's  leading  Life  Sciences  company. 
Formed  by  the  merger  of  Ciba  and  Sandoz. 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY 


EXECUTIVE 


1995  COMPENSATION 


1993-95  PAY-PERFORMANCE  ANALYSIS 


1995 

TOTAL  ANNUAL  COMP 

LONG^ 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES;  $  MILLIONS 

SALARY 

%  CHANGE 

TERM 

TOTAL 

$  VALUE 

CHANGE 

ROE:  % 

&  BONUS 

FROM 

COMP 

COMP 

OF  $100 

ROE 

IN  ROE 

$000 

1994 

$000 

$000 

INVESTED 

RATING 

% 

% 

RATINi 

PECO  ENERGY 

4283.6 

C.  A.  McNeill  Jr.,  pres.  &  CEO 

724 

1 

0 

2111 

101 

m 

10.9 

-15.4 

m 

10.7 

J.  F.  Paquette  Jr.,  chmn. 

813 

-9 

315 

.  3651 

B 

PG&E 

9610.0 

S.  T.  Skinner,  chmn.  &  CEO 

677 

-37 

0 

2718 

75 

a 

11.5 

-27.2 

i 

8.6 

R.  D.  Glynn  Jr.,  pres.  &  COO 

463 

-21 

7 

1437 

m 

la 

PP&L 

2910.0 

W.  F.  Hecht,  chmn.,  pres.  &  CEO 

670 

37 

139 

2152 

1  n7 

i  u  / 

L*J 

Ft) 
12) 

RESOURCES 

12.0 

F.  A.  Long,  exec,  v-p 

465 

30 

83 

1512 

[51 

151 

PUBLIC  SERVICE 

6041.2 

E.  J.  Ferland,  chmn.,  pres.  &  CEO 

712* 

-22 

171 

3088 

108 

13J 

12.1 

-2.9 

u 

ENTERPRISE  GROUP 

11.3 

L.  R.  Ellason,  pres.t 

437** 

-21 

35 

1126 

l2l 

LU 

"1996  bonus  has  not  been  determined.  ' '  Entire  1995  bonus  has  not  been  determined. 

SONAT 

3394.9 

R.  L.  Kuehn  Jr.,  chmn.,  pres.  &  CEO 

3691* 

153 

3877 

11388 

196 

m 

12.1 

-32.7 

IS 

13.1 

D.  G.  Russell,  exec,  v-p 

951 

46 

468 

3189 

m 

i: 

'Includes  $2,154,978  tax  reimbursement  upon  exercise  of  stock  options. 

UNION  ELECTRIC 

2260.4 

C.  W.  Mueller,  pres.  &  CEO 

606 

5 

0 

1703 

119 

m 

13.0 

-3.5 

12.4 

C.  J.  Schukal,  sr.  v-p 

334 

5 

0 

941 

m 

WILLIAMS 

3531.2 

K.  E.  Bailey,  chmn.,  pres.  &  CEO 

950* 

16 

1467 

5890 

252 

m 

10.5 

-18.4 

B 

11.1 

L.  A.  Hightower,  pres.-sub.t 

527 

15 

0 

1469 

m 

m 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  identifies  the  Scoreboard  category  under  which  it  is  listed 


soianii 


Abbott  Laboratories  11 

Berkshire  Hathaway  21 

Dominion  Resources  36 

Golden  West  21 

MBNA  5 

Phihp  Morns  35 

ADC  Telecommuns,  32 

Black  &  Decker  15 

Donnelley  (R,R,)  30 

Goodyear  Tire  &  Rubber  34 

McDonnell  Douglas  1 

Phillips  Petroleum  20 

Advanced  Micro  12 

Boeing  1 

Dover  15 

GPU  36 

McGraw-Hill  26 

Pioneer  Hi-Bred  13 

AES  3B 

Boston  Scientific  11 

Dow  Chemical  8 

Grainger  (WW)  30 

MCI  Communications  32 

Pitney  Bowes  22 

Aetna  21 

Bristol-Myers  Squibb  11 

Dow  Jones  26 

Green  Tree  Financial  21 

Medtronic  11 

PNC  Bank  5 

AFLAC  21 

Browning-Ferns  30 

Dresser  Industries  15 

GTE  32 

Mellon  Bank  5 

PP&L  Resources  36 

Ahmanson  (H.F.)  21 

Burlington  Northern  Santa 

DTE  Energy  36 

Guidant  11 

Merck  11 

PPG  Industries  7 

Air  Products  &  Chemicals  8 

Fe  27 

Duke  Power  36 

Halliburton  23 

Mernll  Lynch  21 

Praxair  8 

Albertson's  28 

Burlington  Resources  20 

Dun  &  Bradstreet  26 

Harcourt  General  9 

MGIC  Investment  21 

Procter  &  Gamble  25 

Alcoa  18 

Campbell  Soup  13 

DuPont  8 

Harris  12 

Micron  Technology  12 

Progressive  21 

Allegtieny  Teledyne  9 

Cardinal  Health  29 

Eastman  Chemical  8 

Healthsouth  30 

Microsoft  22 

Public  Service  Ent.  36 

AlhedSignal  9 

Carnival  17 

Eastman  Kodak  17 

Heinz  (H,J,)  13 

Minnesota  Mining  19 

Quaker  Oats  13 

Allstate  21 

Carolina  Power  36 

Eaton  12 

Hercules  8 

Mobil  20 

Qualcomm  12 

Alltel  32 

Caterpillar  15 

Edison  International  36 

Hershey  Foods  13 

Molex  12 

Ralston  Purina  13 

Amerada  Hess  20 

Central  «,  South  West  36 

El  Paso  Natural  Gas  36 

Hewlett-Packard  22 

Monsanto  8 

Raychem  12 

Amenca  Online  22 

Chase  Manhattan  5 

EMC  22 

HFS  30 

Morgan  (J,P)  5 

Raytheon  12 

American  Brands  35 

Chevron  20 

Emerson  Electric  12 

Hilton  Hotels  14 

Morgan  Stanley  21 

Reader's  Digest  26 

Amencan  Electric  36 

Chubb  21 

Engelhard  8 

Honeywell  16 

Morton  International  8 

Regions  Financial  5 

American  Express  21 

Cigna  21 

Enron  30 

Household  IntI,  21 

Motorola  12 

Republic  Industries  30 

American  General  21 

Cincinnati  Bell  32 

Enron  Oil  &  Gas  20 

Houston  Industries  36 

Nabisco  Holdings  13 

Republic  New  York  5 

American  Home  11 

Cincinnati  Financial  21 

ENSCO  International  23 

Humana  30 

National  City  5 

Reynolds  Metals  18 

Amencan  Intl.  Group  21 

CINergy  36 

Entergy  36 

Huntington  Bancshares  5 

National  Semicond,  12 

RJR  Nabisco  35 

Ameritech  32 

Cisco  Systems  22 

Equifax  21 

IBM  22 

NationsBank  5 

Rockwell  International  9 

Amgen  11 

Citicorp  5 

Equitable  21 

IKON  Office  Solutions  9 

NCR  22 

Rohm  &  Haas  8 

Amoco  20 

Clear  Channel  Commons,  26 

Estee  Lauder  25 

Illinois  Tool  Works  19 

Newell  19 

Rubbermaid  19 

AMP  12 

Clorox  25 

Exxon  20 

IMC  Global  8 

Nike  33 

Safeco  21 

Anadarko  Petroleum  20 

CNA  Financial  21 

Federal  Express  30 

Ingersoil-Rand  15 

Nordstrom  29 

Safeway  28 

Analog  Devices  12 

Coastal  20 

Fifth  Third  Bancorp  5 

Intel  12 

Norfolk  Southern  27 

Sara  Lee  13 

Andrew  12 

Coca-Cola  6 

First  Bank  System  5 

International  Flavors  8 

Northern  Trust  5 

SBC  Communications  32 

Anheuser-Busch  6 

Coca-Cola  Enterprises  6 

First  Chicago  NBD  5 

International  Paper  24 

Northrop  Grumman  1 

Schering-Plough  11 

Aon  21 

Colgate-Palmolive  25 

First  Data  22 

ITT  Hartford  Group  21 

Northwest  Airlines  2 

Schlumberger  23 

Apache  20 

Columbia/HCA  Healthcare  30 

First  of  America  Bank  5 

Johnson  &  Johnson  11 

Norwest  5 

Schwab  (Charles)  21 

Applied  Materials  15 

Compaq  Computer  22 

First  Tennessee  Natl,  5 

Johnson  Controls  19 

Novell  22 

Seagate  Technology  22 

Archer  Daniels  13 

Computer  Associates  22 

First  Union  5 

Kellogg  13 

Nucor31 

Sears,  Roebuck  29 

AT&T  32 

ConAgra  13 

First  USA  21 

Kerr-McGee  20 

Nynex  32 

Sherwin-Williams  7 

Atlantic  Richfield  20 

Conrail  27 

Firstar  5 

KeyCorp  5 

Occidental  Pet.  20 

Sigma-Aldrich  11 

Automatic  Data  22 

Conseco  21 

Fleet  Financial  Group  5 

Kimbetly-Clark  24 

Ohio  Edison  36 

Silicon  Graphics  22 

AutoZone  29 

Cons,  Natural  Gas  36 

Fluor  30 

Knight-Ridder  26 

Oracle  22 

Sonat  36 

Avery  Dennison  19 

Cooper  Industries  12 

Ford  Motor  4 

Leggett  &  Piatt  3 

Oxford  Health  Plans  30 

SouthTfust  5 

Avon  Products  25 

CoreStates  Financial  5 

FPL  Group  36 

Lilly  (Ell)  11 

Pacitic  Telesis  Group  32 

Southwest  Airlines  2 

Baker  Hughes  23 

Corning  19 

Franklin  Resources  21 

Linear  Technology  12 

PacifiCorp  36 

Sprint  32 

Banc  One  5 

Costco  29 

Freeport-McMoRan  C&G  18 

Liz  Claiborne  33 

PaineWebber  Group  21 

St  Paul  21 

Bank  of  Boston  5 

Cox  Communications  26 

Frontier  32 

Lockheed  Martin  1 

PanEnergy  36 

Stanley  Works  15 

Bank  of  New  York  5 

CPC  International  13 

Gannett  26 

Loews  21 

Parametric  Technology  22 

Star  Banc  5 

BankAmerica  5 

Crestar  Financial  5 

Genentech  11 

Lowe's  29 

Parker  Hannifin  19 

State  Street  Boston  5 

Bankers  Trust  5 

Crown  Cork  &  Seal  10 

General  Dynamics  1 

LSI  Logic  12 

Paychex  22 

Summit  Bancorp  5 

Barnett  Banks  5 

CSX  27 

General  Electric  9 

Lucent  Technologies  32 

PECO  Energy  36 

Sun  Microsystems  22 

Baxter  International  11 

Dana  "1 

General  Mills  13 

Mallinckrodt  11 

PepsiCo  6 

SunAmerica  21 

Bay  Networks  22 

Deere  15 

General  Re  21 

Manpower  30 

Perkin-Elmer  16 

SunTrust  Banks  5 

Bear  Stearns  21 

Delta  Air  LiriiiS  2 

Genuine  Parts  30 

Marnott  IntI,  14 

Pfizer  11 

Synovus  Financial  5 

Betton,  Dickinson  11 

Diamond  Offshore  Drilling  23 

Georgia-Pacific  24 

Marsh  &  McLennan  21 

PG&E  36 

Sysco  13 

Bell  Atlantic  32 

Digital  Equipment  22 

Gillette  25 

Marshall  S  Ilsley5 

Pharmacia  &  Upjohn  11 

Tandy  3 

BellSouth  32 

Oisney  (Walt)  17 

Global  Marine  23 

Mattel  17 

Phelps  Dodge  18 

Tellabs  32 

Temple-Inland  10 
Tenet  Healthcare  30 
Tenneco  9 
Texaco  20 

Texas  Instruments  12 

Textron  9 

3Com  22 

Time  Warner  26 

Times  Mirror  26 

Torchmark  21 

Total  System  Services  22 

Transamenca  21 

Travelers  Group  21 

Travelers  Property  Casually  21 

Tnbune26 

TRW  9 

Tyco  Intl.  15 

Tyson  Foods  13 

U  S.  Bancorp  5 

U.S.  Robotics  32 

US  West  (Consolidated)  32 

UAL  2 

Union  Camp  10 
Union  Carbide  8 
Union  Electnc  36 
Union  Pacific  27 
United  Healthcare  30 
United  Technologies  1 
UNUM21 
UST  35 

USX-Marathon  20 
VF  33 

Wachovia  5 
Walgreen  29 
Warner-Lambert  11 
Washington  Mutual  21 
Washington  Post  26 
Wells  Fargo  5 
Western  Atlas  23 
Westinghouse  Electric  12 
Weyerhaeuser  24 
Whirlpool  3 

Willamette  Industries  24 
Williams  36 
Winn-Oixie  Stores  28 
WMX  Technologies  30 
WorldCom  32 
Wrigley  (Wm,)Jr,  13 
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Adverrisemenr 


DRESS  DIRECTORY 


Systems  Inc. 

lobe.Lom/?BW 
:ed  Micro  Devices 

nd.com 

tna.com 

istributors 

mfunds.com 

ncrican  Institute 

litects 

a.org 

an  Century 

nericancentury.com 
an  Power  Conversion 

icc.com 

np.com 

en  Consulting 

.com 

Computer 

)ple.com 

Andersen 

rthurAndersen.com 

omputer 

t.com 

t.com 

ui  Ministry  for 
nic  Affairs 

iyern.de 

iyer.com 
lantic 
;li-atl.com 
Telecom 

cglobal.com 
ic 

idillac.com 
r  System 

ilibersvs.com 


Canon 

www.canon.com 

Canon  Computer  Systems 

www.ccsi.canon.com 
Casio 

www.casio.com 
Chevrolet  Motor  Division 

www.chevrolet.com/ car 
Chrysler 

www.chryslercorp.com/ 

Cisco  Systems 

www.cisco.com 

The  CIT  Group 

www.citgroup.com 

CNF  Transportation,  Inc. 

www.cnt.com 

Compaq 

www.compaq.com 
Computer  Associates 

www.cai.com 

Consolidated  Freightways 

www.cfw)'.com 
Continental  Airlines 
www.  flycontinental.com 
Delta  Air  Lines 
www.delta-air.com 
Digital  PC 

www.windows.digital.com 
Diners  Club  International 

www.dinersclub.com 
Ericsson 

www.ericsson.se/ systems/ gsm 

Fidelity  Investments 

vvww.fid-inv.com 

Flexilnternational  Software 

wvw.flexi.com 

Ford 

www.ford.com/ 
France  Telecom 

www.francetelecom.com 


Fujitsu 

Mail  Boxes  Etc. 

Royal  Insurance 

www.fuiitsu.com 

www.mbe.coni 

www.royal-usa.com 

Fujitsu  PC  Corporation 

MCI 

RPS,  Inc. 

www.tujitsu-pc.com 

www.mci.com 

wvyw.shiprps.com 

GE  Information  Services 

Mercedes-Benz 

SAP 

wvvw.geis.com 

www.usa.mercedes-benz.com 

www.sap.com 

General  Motors 

Merrill  Lynch 

SAS  Institute 

www.  t^m.cc^m 

www.ml.com/ 

www.sas.com/ 

Hewlett-Packard 

Microsoft 

Charles  Schwab 

www.hp.com 

www.microsoft.com/ 

www.schwab.com 

Hilton  Hotels  &  Resorts 

Mississippi  Power 

Sharp 

www.hilton.com 

www.mspower.com/ecodev 

www.sharp-usa.com/ 

Hitachi 

NCR 

Siemens 

www.hitachi.com 

www.ncr.com 

www.siemens.com 

Honda 

Netcom  On-Line 

Silicon  Graphics 

www.honda.com 

Communication  Services 

www.sgi.com 

Hyatt  Hotels  Corporation 

www.netcom.com 

SkyTel 

www.hyatt.com 

Norfolk  Southern 

www.skytel.com 

Hyperion  Software 

www.nscorp.com 

Sprint 

www.hysoft.com 

Northrop  Grumman 

www.sprint.com 

IBM 

www.northgrum.com 

Sun  Microsystems 

www.ibm.com 

Novartis 

www.sun.com 

Iination 

www.novartis.com 

Sybase 

www.imation.com 

Novell 

www.sybase.com 

Informix 

www.novell.com 

Symantec 

www.informix.com 

Okidata 

www.symantec.com 

Intel 

www.okidata.com 

Texas  Instruments 

www.mtel.com/ 

Open  Market 

www.ti.com 

International  Institute  for 

www.openmarket.com 

Toshiba  America 

Management  Development 

Oracle  Corporation 

Information  Systems 

www.imd.ch/ 

www.oracle.com 

computers.toshiba.com 

ITT  Hartford 

Palm  Computing 

Toyota  Motors 

www.itthartford.com 

A  division  of  U.S.  Robotics 

www.toyota.com 

JBA  International 

www.usr.com/palm 

T.  Rowe  Price 

www.jbaintl.com 

PeopleSoft 

www.troweprice.com 

Kingston  Technology 

www.peoplesoft.com 

Unisys 

www.kingston.com/ 

The  Principal  Financial  Group 

www.unisys.com 

bw.htm 

www.principal.com 

United  Airlines 

Kinko's  Corporate 

Praxair 

www.ual.com 

www.kmkos.com 

www.praxair.com 

UPS 

Lawson  Software 

PSINet 

www.ups.com 

www.Lawson.com 

www.psi.net/ 

U.S.  Robotics 

I  exus 

QUALCOMM 

www.usr.com 

www.lexususa.com 

www.qualcomm/com/cdma/ 

U.S.  Web 

Lincoln-Mercury 

Raytheon 

www.usweb.com 

www.lincolnmercury.com 

www.raytheon.com 

The  Vanguard  Group 

Lotus 

Ricoh  Corporation 

www.vansuard.com 

wwwlotus.com 

www.ricoh.com 

Visioneer 

Lucent  Technologies 

Republic  National  Bank 

www.visioneer.com 

www.lucent.com 

wwwrnb.com 

Lufthansa 

Roberts  Express,  Inc. 

www.lufthansa-usa.com 

www.roberts.com 

new  interactive  computer  shoppii 
id  only  on  Business  yVeek  Online. 


Finance 


MARKETS 


Liopla 

m 

ittet 


SSiHi 


GATHERING  STRENGTH 
FOR  A  FRESH  CHARGE? 

Many  gums  think  the  stock  drop  is  over-and  see  the  Dow  back  above  7000  by  yearen(F2s^ 


Are  the  stock  market's  recent  gy- 
rations its  death  throes — or  mere- 
ly a  bull  market  catching  its 
breath  before  soaring  to  new 
highs?  For  an  answer  to  that  cjuestion, 
BUSINESS  WEEK  turned  to  last  year's 
forecasting  stars,  the  market  strategists 
who  came  the  closest  to  calling  the 
Dow's  rise  in  business  week's  annual 
Market  Forecast  Survey  for  1996.  Ac- 
cording to  many  of  these  market  pros, 
the  bull  is  far  fi'om  dead. 

Most  of  1996's  top  forecasters  are 
sticking  to  their  gims,  even  though  the 
Federal  Reserve  raised 
rates  sooner  and  with 
less  evidence  of  infla- 
tionary pressure  than 
many  expected.  Far 
from  cutting  back  their 
1997  forecasts,  some  of 
the  pros  are  even  rais- 
ing yearend  targets. 
These  gurus  say  that 
the  market's  recent  de- 
cline, with  the  Dow 
Jones  industrial  average 
suffering  as  much  as  an 
8.6%  drop  from  its 
March  peak,  and  the 
Standard  &  Poor's  500- 
stock  index  falling  10% 
from  its  February  high,  is  not  the  start 
of  a  long-teiTn  bear  market.  It  is,  they 
say,  a  short  interruption  in  the  bull's 
advance.  Most  of  them  are  forecasting 
that  the  combination  of  solid  earnings 
and  low  inflation  will  shepherd  the  Dow 
and  the  s&P  500  to  healthy,  if  not  spec- 
tacular, gains  in  1997. 
CHANGE  OF  TUNE.  The  Dow's  big  down- 
draft  came  as  no  surprise  to  Robert  F. 
Dickey,  technical  analyst  at  Dain 
Bosworth  Inc.  in  Minneapolis.  Dickey 
was  the  winning  strategist  in  business 
week's  1996  survey.  He  had  the  highest 
Dow  forecast,  at  6300,  and  came  the 
closest  to  predicting  the  Dow's  26%  rise 
last  year.  By  late  1996,  Dickey  was 
singing  a  very  different  tune,  saying 
that  the  market  was  close  to  a  correc- 


tion and  that  liigher  inflation  would  hiut 
interest  rates  and  drag  down  stocks  and 
bonds. 

Now,  Dickey's  mood  is  less  dour:  In- 
stead of  sticking  with  his  forecast  of  a 
Dow  at  4400  by  yearend,  he  now  tliinks 
it  could  close  between  5500  and  6000. 
"It's  a  correction,  not  a  bear  market," 
says  Dickey.  "That 
means  it  will  be 
short-hved." 

Dickey  was  the 
most  prescient  guru 
in  the  1996  survey. 


matic  enough  to  bring  us  into  recejit-' 
or  cause  a  dramatic  change  in  thejal^ii''' 
stnictui-e  of  most  companies."  The 
on  the  30-year  Ti-easury,  which  sl^w' 
at  7.1%  on  Apr.  9,  could  go  up  a  tH^* 
more,  but  economists  at  Goldman,  Sfl*™ 
think  the  1997  rise  in  the  long  b  M 
yield  is  about  over.  itfe 


II  The  mood  in 
the  market  is 
PERFECT  FOR  A 
RALLY-doom, 
gloom,  and  the 
gnashing  of  teeth 


JOSEPH  V.  BAHiPAGLIA 

Gruntal  &  Co. 


but  the  most  closely  watched  strate- 
gist is  longtime  bull  Abby  Joseph  Co- 
hen of  Goldman,  Sachs  &  Co.  Cohen 
expects  the  Dow  to  rise  about  10%  in 
1997,  in  line  with  earnings.  "My  forecast 
is  still  for  a  Dow  of  7050  by  yearend," 
she  says.  The  "ugly  economic  condi- 
tions" that  typically  accompany  a  bear 
market  simply  aren't  here,  says  Cohen. 
"We  have  an  economy  doing  vei*y  well, 
thank  you  very  much,  inflation  that  is 
very  much  under  control,  and  we  have 
a  Fed  deciding  to  raise  rates  now  in 
an  attempt  to  preempt  inflation  in  the 
future." 

Interest  rates  have  to  rise  veiy  dra- 
matically to  have  much  impact  on  prof- 
it gi-ovW.h,  says  Cohen.  She  doesn't  think 
the  rise  in  rates  in  1997  will  be  "dra- 


Gruntal  &  Co.'s  Joseph  V.  Battipai  it* 
is  another  steadfast  buU  who  is  hi  i 
ing  to  his  yearend  forecast.  The  mai  3  ■ ' 
has  had  a  correction,  he  says.  But "!  ■ 
atively  low  inflation,  solid  econoi  ■ 
gTowth,  and  at  least  a  10%  expansioi  [  >'■* 
corporate  profits  should  bring  us< 
roughly  7000  by  yearend,"  says  Bai 
paglia.  Since  rampant  bullishness  wc( 
be  a  contrary  indicator,  he  thinks  ta 
"the  mood  in  the  market  is  perfect  ft; 
rally — gloom,  doom,  and  the  gnashj 
of  teeth." 

With  the  window  for  initial  public  f 
ferings  closed,  investors  should  f o  s 
their  attention  on  small-  and  mid-* 
stocks  that  have  gone  wanting  silk 
last  summer,  says  Battipaglia.  "The  e;^ 
decision  has  been  to  index  your  mor 
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the  Standard  &  Poor's  500-stock 
or  to  play  the  IPO  sweepstakes," 

ys.  The  Dow  may  have  a  10%  year 

97,  but  "the  real  action 

.6  in  the  broader  indexes 

laller  stocks  such  as  the 

3ll  2000." 

•ategists  agree  that  what 

3ns  to  the  inflation  rate 

ietermine  the  path  that 

narket  takes.  With  infla- 

it  about  3%  and  the  Fed- 
Funds  rate  at  5.5%,  it 

dn't  take  much  to  slow 

th  in  the  gdp  down,  says 

iy  M.  Applegate,  chief  in- 
fient  strategist  at  Lehman 
hers  Inc.  "Our  sense  is 
the  bulk  of  the  coiTection 
hind  us,"  he  says.  "Peak 
3Ugh,  it  was  10%,  and  we 
.  revisit  that  and  maybe  a 

more,  but  I  don't  think 

pile  on  another  10%." 
:er  cycle.  Applegate's  latest  re- 

to  clients  focuses  on  what  the  re- 
d  in  the  market  is  likely  to  be.  He 
id  back  at  the  five  prior  corrections 

took  place  in  long-cycle  environ- 
;s,  when  the  Fed  was  tiying  to  slow 
but  not  bring  on  a  recession.  Ap- 
ite  found  that  the  mai'ket  coirected, 
fed  slowed  gdp  and  thus  extended 
earnings  cycle,  and  the  stock  mar- 
average  rebound  one  year  after 
rough  was  reached  was  30%.  If  the 
manages  to  slow  gdp  growth,  the 
iple  expansion  in  the  stock  market 
1  bring  it  to  a  yearend  target  of 

to  7800,  he  says. 

nother  bullish  voice  belongs  to 
inson-Humphrey  Co.'s  Robert  S. 
3ins.  "There  is  an  excellent  chance 
we've  seen  the  low  of  this  coirec- 
"  he  says.  "In  superbull  markets 


i  i  ITS  A  CORRECTION,  not  a  bear 

market.  That 
means  it  will  be 
short-lived  f  f 


like  this,  you  don't  get  corrections  over 
11%  unless  something  horrible  happens 
like  the  Persian  Gulf  War  with  oil  prices 
doubhng."  Oil  policy,  in  fact,  is  the  one 
issue  troubhng  Robbins:  "That  was  the 
risk  in  1990,  and  it's  still  around."  Nev- 
ertheless, he  pi'edicts  a  Dow  of  7400  by 
yearend,  and  says  there's  a  l-in-3  chance 
the  Dow  will  hit  8000. 

Still,  a  few  strategists  who  were 
among  the  most  bullish  in  the  1996  sm*- 
vey  are  getting  more  nervous  in  1997. 
The  jitters  started  when  the  Fed  took 
many  strategists  by  surprise  with  its 
preemptive  rate  hike.  "We  all  felt  we 
understood  the  rales . . .  and  that  unless 
we  saw  the  known  jjrecui'sors  to  infla- 
tion such  as  gold  going  up  or  commodi- 
ties going  crazy  that  the  Fed  would  ba- 
sically keep  policy  steady,"  says  Greg 
A.  Smith,  chief  investment  strategist  at 


ABBY  JOSEPH  COHEN 

Goldynan,  Sachs  &  Co. 


My  forecast 
is  still  for  A  DOW 
OF  7050  by 
yearend.  We 
have  an  econo- 
my doing  very 
well,  thank  you 
very  much  f  f 


ROBERT  F.  DICKEY 

Dain  Bosworth  Inc. 


Pradential  Seciuities  Inc.  "Then  in  Feb- 
ruary and  March,  [Federal  Reserve 
Chau'man]  Alan  Greenspan  started  talk- 
ing about  tight  labor  markets,  job  un- 
certainty— a  whole  new  set  of  issues." 
"GOOD  GUYS."  The  equity  market  has 
to  figiu'e  out  what  the  new  iiiles  are, 
says  Smith:  "Maybe  strong  growth  is 
bad,  and  we  don't  even  have  to  see 
signs  of  inflation.  If  that's  true,  then 
what  follows  strong  is  weak,  and  then 
we  have  to  wony  about  profits."  Still, 
while  the  bond  market  has  "nothing  to 
look  forward  to,  the  stock  market  at 
least  has  earnings,"  he  says.  "Hopefully, 
we've  seen  the  bad  guys — the  earnings 
preannouncements — and  now  we'll  see 
the  good  guys"  as  more  earnings  re- 
ports I'oll  over  the  wii-es.  Smith  tliinks  a 
further  0.25%'  hike  by  the  Fed  is  al- 
ready factored  into  stocks,  but  he  now 
considers  his  forecast  of  7000  by 
midyear  to  be  on  the  high  end. 

Peter  J.  Anderson,  chief  investment 
officer  at  American  Express  Financial 
Advisors,  also  strikes  a  worried  tone. 
"I'm  cautious  as  hell,  since  om-  econom- 
ic framework  over  the  next  three  to  six 
months  is  not  conducive  to  an  advance 
in  equity  prices,"  he  says.  Anderson  an- 
ticipates that  three  more  Fed  tighten- 
ings  will  bring  the  yield  on  the  30-year 
Ti-easury  to  between  7.25%  and  7.75% 
by  the  tliird  quarter.  "That's  not  disas- 
trous to  common  stocks,  but  it  means 
that  equities  have  to  constantly  swim 
upstream,"  he  says.  Anderson's  target 
for  the  Dow  at  yearend  is  6350.  But 
"that  is  not  the  end  of  the  bull  mar- 
ket," he  says.  "We'll  have  another  leg.  It 
will  just  be  an  interruption." 

Just  about  every  strategist  acknowl- 
edges that  the  next  few  weeks  will  be 
volatile,  as  fii'st-quarter  earnings  reports 
buffet  the  market.  Indeed,  investors  will 
probably  have  to  adjust  to  Uving  with  a 
lot  more  volatility  in  1997.  But  for  those 
who  have  the  fortitude  to  endure  the 
swings,  the  strategists  who  called  the 
Dow's  rise  last  year  think  that  enduring 
the  pain  will  be  well  worth  it. 

By  Suzanne  Woolley  in  New  York 
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SCANDALS 


BLACK  EYE  FOR 

A  BLUE-CHIP  EXCHANGE 

Toronto  reels  from  the  Bre-X  scandal,  and  reform  is  afoot 

Canada  is  no  stranger 
to  mining-stock  scan- 
dals. In  the  late 
1980s,  the  Vancouver 
Stock  Exchange — home  to 
many  highly  speculative 
"junior,"  or  small,  mining 
companies — was  dubbed 
"the  scam  capital  of  the 
world"  because  of  its 
many  shady  promoters. 
Just  last  December,  in- 
vestors in  Timbuktu  Gold 
Corp. — a  highflier  on  the 
equally  speculative  Alber- 
ta Stf)ck  E.xchange — saw 
their  shares  plunge  more 
than  90%  after  the  com- 
pany's claimed  gold  strike 
in  West  Africa  tiu-ned  out 
to  be  a  fraud.  Through 
it  all,  the  Toronto  Stock 
Exchange  has  cultivated 
its  image  as  a  blue-chip 
exchange  above  such 
shenanigans. 

Not  anymore.  The  spectacular  melt- 
down of  Bre-X  Minei'als  Ltd.  has  cast  a 
harsh  spotlight  on  Canada's  premier  ex- 
change. Bre-X  has  lost  some  90%  of  its 
value  since  its  partner  Freeport- 
McMoPvan  Copper  &  Gold  on  Mar.  26 
reported  finding  "insignificant"  amounts 
of  gold  at  the  Indonesian  site  Bre-X 
had  billed  as  this  century's  largest  gold 
fijid.  "The  TSE  is  coming  out  of  this  look- 
ing awfully  bad,"  says  Robert  Bishop, 
edito)-  of  the  Tt'oW  Mininci  Stnek  Rp- 
l>ii,  r  ( )ii  Wall  Si  i  itI  .  I  lie  I  - 1  l.cc;iin( 


HIGH-TECH  HELL:  Toronto's  conipiifer  crash  ntade  it  the  butt  of  jokes 


the  butt  of  jokes  after  its  computer  sys- 
tem crashed  under  the  weight  of  surg- 
ing Bre-X  orders  for  four  consecutive 
trading  sessions,  ending  on  Apr.  3. 

Now,  the  Bre-X  affair  is  raising  far 
more  troubling  questions  about  the  abil- 
ity of  the  TSE — and  Canada — to  protect 
investors  from  potential  fraud.  Critics 
are  finding  fault  with  virtually  every 
step  of  the  process:  from  the  review  of 
new  listings  to  the  adequacy  of  corpo- 
rate disclosure  to  Canada's  jiatchwork 
systi'in  fur  catching  scofflaws.  "fAci-y- 


one  in  the  investment  community  isi 
palled"  by  the  Bre-X  affair,  says  RolJ 
Sillcox,  retired  chief  investment  ofi'i 
for  the  Ontario  Municipal  Employe 
Retirement  System,  a  major  instji 
tional  investor,  who  warns  that  it  " 
"hurt  Canada's  reputation." 

TSE  officials  defend  their  efforts, 
awfully  difficult  to  legislate  agai 
fraud,"  says  fonner  tse  Chairman  F 
Ketchen.  Adds  TSE  CEO  Roland  Flem 
"I  don't  know  of  a  market  that  ha 
had  the  occasional  sho 
and  despite  Bre-X, 
TSE  compares  to  the  l 
markets  in  the  wor 
Maybe  so.  But  Bn 
seems  certain  to  spar 
major  overhaul  of  seC' 
ties  regulation  in  Ca 
da — even  though  Bn 
CEO  David  G.  Walsh 
serts:  "I'm  120%  confid 
that  the  gold  is  there; 
SCATHING.  Fleming,  v 
concedes  the  tse  has  1 
ited  regulatory  author 
advocates  big  reforms, 
deed,  Bre-X  exploded  1| 
than  10  days  after  the 
issued  a  scathing  report 
the  relative  impunity  m 
which  some  companies 
i>late  disclosure  laws. 

Critics  point  to  otl 
lapses  in  the  Bre-X  aff 
Wliile  Bre-X  had  issuet 
prospectus  when  it  Hsi 
on  the  Alberta  exchange  in  1989,  crit 
say  a  new  prospectus  should  have  be 
required  when  it  joined  the  tse  L 
year.  "We  have  very  high  standard 
responds  Fleming,  who  says  the  l 
used  its  own  mining  consultants  to 
view  Bre-X  and  other  junior  mining 
plicants,  "60%  of  whom  were  deniec 
listing."  Still,  "it's  fair  to  suggest  t 
TSE  will  now  be  reviewing  its  listi 
requirements,"  admits  Ketchen. 

Angi'y  shareholdei's  charge,  in  s( 
ci'al  class  actidii.-,  tlial  Hfr-X  is  ate: 


WEAK  WATCHDOG 

Canada  has  no  national 
securities  regulator.  The 
Ontario  Securities  Commis- 
sion, which  oversees  the 
Toronto  Stock  Exchange, 
lacks  sufficient  resources 
to  protect  investors. 


LOOSE  LISTINGS 


Bre-X,  which  was  first  list- 
ed on  the  Alberta  Stock 
Exchange  in  1989,  was  not 
required  to  file  a  new 
prospectus  before  it 
obtained  a  listing  on  the 
TSE  in  April,  1996. 


INADEQUATE  DISCLOSURE 

The  TSE's  own  committee 
on  "responsible  corporate 
disclosure"  warned  just 
days  before  Bre-X  exploded 
that  it  was  too  easy  for 
companies  to  violate 
disclosure  requirements. 


OUTDATED  TECHNOLOGY 


The  TSE  was  forced  to  hal' 
trading  in  Bre-X  for  four 
straight  days  because  its 
20-year-old  computer  sys- 
tem could  not  process  the 
huge  upsurge  in  orders. 

DATA.  BUSINESS  WEEK 
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EASTMAN  KODAK  COMPANY  INTRODUCES 


Eastman 

ftware 


A  Kodak  Company 


Eastman  Kodak  Company 
just  improved  the  outlook 
of  document  imaging  and 
enterprise  work  management. 

Tlirough  the  acquisition  of  Wang  Software, 
Kodak  has  expanded  its  product  portfolio 
to  include  industry-leading  technology  for 
imaging,  workflow  and  COLD,  as  well  as 
document  and  storage  management. 

Now  your  organization  can  leverage  our 
powerful  solutions  to  manage  critical 
business  information  and  processes  - 
from  document  capture  and  workflow 
management  tlirougli  document 
warehousing  and  retrieval. 

To  learn  more  about  our  expanded 
portfolio  of  software  products,  visit 
www.eastmansoftware.com 

Or  caU  us  at  1-800-243-8811. 


©  Eastman  Kodak  Company.  1997. 


Finance 


book  example  of  a  company  using  mis- 
leading statements  to  perpetrate  a  huge 
fraud.  If  so,  that  would  be  a  clear  vio- 
lation of  Canadian  securities  law,  which, 
like  U.  S.  law,  requires  full  and  accu- 
rate disclosure,  says  Toronto  attorney 
Thomas  I.  A.  Allen,  who  chaired  the 
tse's  corporate-disclosure  committee. 

But  in  a  damning  report  released  days 
befor-e  Br-e-X  exploded,  the  Allen  com- 
mittee found  ther-e  ai'en't  enough  teeth 
behind  the  Canadian  disclosure  laws  to 
scarce  companies  into  compliance.  Unlike 
the  U.  S.,  Canada  doesn't  have  a  nation- 
al securities  r'egulatoi:  And  the  Allen 
committee  found  that  the  Ontario  Secu- 
rities Commission,  which  oversees  the 
TSE,  has  had  "patently  inadequate  ftmd- 
ing  to  perfoiTH  [its]  tasks."  In  the  Bre-X 
case,  the  ose  has  launched  a  probe  of 
possible  insider-tr-ading  violations. 
FIRST  LAWSUIT.  Even  woi'se,  Canadian 
law  makes  it  difficult  for  shar-eholder-s  to 
successfully  sue  companies  for  ft'audu- 
lent  misr-epresentation — the  key  deter'- 
rent  to  fi'aud  in  U.  S.  mar-kets.  On  Apr 
3,  Windsor-  (Ont.)  law  fmn  Gignac,  Sutts 
filed  a  $2.2  billion  class  action  against 
Bre-X.  But  attor-ney  Har-vey  T.  Str-os- 
ber-g,  who  brought  the  suit,  admits  it's 
"the  first  such  class  action"  ever  filed  in 
Canada.  Until  Canadian  laws  ar-e 
changed  to  give  shar'eholders  an  explic- 
it right  to  sue — something  the  Allen 
committee  recommended — the  action 
faces  an  uphill  battle. 

Some  shareholders  complain  that  the 
tse's  biggest  failure  was  not  halting 
trading  on  Mar*.  27  after-  the  bombshell 
announcement  from  Fr-eei^oit.  But  Flem- 
ing r-ebuffed  Walsh's  request  to  halt  the 
stock.  "We  would  have  been  doing  a 
huge  dissei'vice  to  market  participants 
had  we  followed  his  request,"  says  Flem- 
ing. Pr'oblem  is,  once  trading  r-esumed  on 
Mar-.  27,  the  volume  of  or-ders  for-ced  the 
TSE  to  shut  early  that  day  and  to  stop 
accepting  orders  for-  Bre-X  on  the  next 
thi-ee  trading  days.  It  was  an  enonnous 
embar-rassment  for  an  exchange  that 
once  billed  itself  as  a  high-tech  leader. 

The  software  problem  that  caused 
this  snafu  has  now  been  fixed,  and  the 
TSE  expects  finally  to  replace  its  20- 
yeai'-old  computer  system  this  fall.  But 
no  Canadian  politician  will  be  able  to 
duck  what  Fleming  calls  "the  true 
tr-agedy — the  many  r-etail  investors  who 
gambled  [on  Bre-X]  and  lost,  without 
understanding  the  real  risks."  For  now, 
the  Canadian  system  "does  not  ade- 
quately protect"  investors  from  such 
risks,  says  Allen.  If  Bre-X  turns  out  to 
involve  fi-aud,  they  may  finally  get  the 
protection  they  deser-ve. 

By  William  C.  Symo)uls  iv.  Toronto 


ACCOUNTING 


CORPORATE  AMERICA 
IS  FED  UP  WITH  FASB 

A  new  chief  of  the  accounting-rules  board  will  face  a  storm 


Wanted:  top  CPA  fi'om  Big  Six  ac- 
counting firm  to  head  nonprofit 
maker  of  accounting  r-ules  in  Nor- 
walk.  Conn.  Annual  salar-y:  $425,000. 
Ivoi-y  Tower  atmosphere.  Must  have  su- 
perb combat  skills  and  skin  like  a  r-hino. 

That  or-ganization,  of  cour-se,  is  the 
Financial  Accounting  Standards  Boar-d 
(FASB),  estabhshed  in  1973  at  the  be- 
hest of  Cor-porate  America  to  strength- 
en private-sector  control  over  r-ule- 
making.  On  Apr.  14,  trustees  of  the 

Financial  Accounting   

Foundation,  wliich  over-  VICE-CHAIRMAN  LEISENRING: 
sees  FASB,  will  meet  to  FASB  and  backers  of  global 
deliber-ate,  and  possibly  rules  are  "miles  apart" 


decide,  on  a  r-eplacement  for  58-; 
old  Chairman  Dennis  R.  Beresfor-d,| 
will  r-etir-e  June  30  after  ser-ving  ir:; 
post  for  the  maximum  ten-year  pe) 
Tr-ustees  have  managed  to  keep  ii;. 
of  any  front-  r-unners  a  tight  seci'e 
Pity  Ber-esford's  successor.  B\'  > 
accounts,  the  winning  candidate 
take  over  the  office  at  a  time  v- 
fash's  relations  with  its  corporate  r 
stituency  have  deteriorated  so  shtJi 
that  its  future  as  an  independent  e 

  is  in  question.  Ci'ic 

including  accounr 
firms  and  big  cor]:^ 
tions  such  as  Citic 
General  Electric,  ; 
Motorola,  complain :: 
FASB  of  late  has  dei 
ed  from  its  missio 
devising  r-ules  that 
fleet  marketplace 
ties.  Instead,  FAS: 
formulating  rules 
cr-itics  find  bur-denst 
incompr-ehensible, 
unnecessary.  At 
same  time  that 
permits  big,  expen|( 
projects  to  drag  on 
year-s,  it  overwhd 
companies  and  theiij 
countants  with  rule  I 
pr-oposal  changes  faji 
than  they  can  keejif! 
with  them.  PhilipD 
Ameen,  vice-presi(n 
and  comptroller-  at  ui 
eral  Electric  Co.,  iVJ 
that   FASB   "tends  t( 
start  with  the  idea  at 
cur-i-ent  accounting  as 
to  be  overturned,  it 
wholesale  dismissaoi 
well-undei-stood   p  c 
tices  doesn't  seem  tot 
the  most  effectived 


FASB  should  be  scrapped  altogether, 
even  if  that  means  government 
regulations,  says  Citicorp's  John  Reed 
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BERESFORD:  FASB) 
chairman,  has  only 
'iitn.ited  a^ithority" 


productive  means  of  setting 
standards."  Vice-Chairman 
James  J.  Leisenring  shrugs 
this  off.  "The  ciiticism  has 
been  issue-specific,"  not 
criticism  of  the  institution 
per  se. 

Although  corporations 
have  gi'iped  about  fasb  for 
years,  some  are  going  fur- 
ther Citicoip  Chainnan  and 
CEO  John  S.  Reed  has 
called  for  scrapping  fasb  al- 
together and  has  even  told 
ChauTTian  Aithiu-  Levitt  Jr. 
of  the  Securities  &  Ex- 
change Commission,  which 
enforces  the  rules  fasb 
makes,  that  he'd  leather  the 
government  made  the  niles. 
Citicorp,  for  one,  now 
steers  clear  of  "wash  sale" 
transactions  that  would  en- 
tail compUance  vdth  newly 
effective  fasb  125.  That 
rule,  which  Citicorp  Con- 
troller Roger  W.  Trapin  de- 
scribes as  "ridiculous" 
though  its  financial  impact 
is  relatively  small,  requires 
gains  on  asset  sales  to  be 
reported  even  if  the  asset 
is  immediately  reacquired.  Adds  Trupin: 
"More  than  ever,  they're  circling  the 
wagons.  They're  not  Ustening  anymore." 
A  LOT  OF  FLAK.  Some  companies  have 
even  quietly  discussed  simply  ignoring 
some  fasb  provisions.  Asked  about  such  a 
move,  Levitt  emphatically  responds:  "The 
financial  statements  would  not  be  accept- 
able for  filing."  As  for  fasb's  futiu'e,  he 
adds:  "I  shall  do  eveiytliing  in  my  power 
to  protect  the  fasb  and  to  nurture  the 
process  of  independent  standaixl-setting. 
The  alternatives  are  too  onerous.  Politi- 
cization  of  the  standard-setting  process 
would  be  an  economic  catastrophe." 

Several  recent  fasb  moves  account 
for  much  of  the  dissatisfaction.  In  1995, 
fasb  caught  so  much  flak  for  proposing 
to  require  that  employee  stock  options 
be  expensed  that  the  board  effectively 
backed  down.  Now,  companies  are  fum- 
ing over  other  fasb  proposals  calling 
for  major  changes  in  accounting  treat- 
ment, presentation,  and  disclosure,  no- 
tably a  change  that  would  require  cur- 
rent market  valuation  rather  than 
historical  cost  treatment  for  derivatives 
transactions.  Big  banks  like  Citicorp 
contend  that  the  change  wall  severely 
erode  the  value  of  instruments  such  as 
swaps  as  risk-management  tools. 

Companies  also  fault  fasb's  "compre- 
hensive income"  proposal,  which  would 
require  items  such  as  unrealized  gains 


and  losses  to  be  reported 
sepai'ately  fi'om  net  income. 
Companies  say  that  would 
make  financial  statements 
even  more  confusing,  fasb's  so-called 
segment  reporting  proposal,  which 
would  call  for  more  detailed  data  on 
fines  of  business,  would  be  excessively 
burdensome,  say  companies.  And  they 
oppose  as  simply  unnecessaiy  a  propos- 
al that  would  require  consolidation  into 
the  pai'ent  of  certain  units  controlled 
by  the  company  in  addition  to  those  in 
which  it  holds  majority  stakes. 

To  some,  the  most  contentious  issue 


Critics  say 
FASB 
produces 
costly,  hard- 
tO"Understanc 
rules  that  oft€ 
represent 
solutions  in 
search  of  a 
problem 


is  fasb's  dogged  resista 
to  international  accouni 
standards  and  its  dem: 
that    foreign  compa: 
seeking  to  raise  capita 
the  U.  S.  play  by  its 
Its  resistance,  though,  could  pose 
more  serious  long-term  threat  to  R 
The  New  York  Stock  Exchange,  al 
\vith  an  ad  hoc  organization  of  finai 
executives  known  as  the  Intemati 
Accounting  Standai'ds  Committee  (i 
is  pushing  for  "intemational  harmo 
tion."  Officials  of  the  iasc  and  the  N+l 
which  seeks  foreigTi  company  fistif ' 
declined  to  comment.  Vice-Chairif- 
Leisenring  says  that  fasb  favors 

"il 


standards  but  not  weaker  ones. 

now,  he  says,  fasb  and  iasc  are  ' 

apart.  There  are  an  infinite  nurnl 

differences." 

For  his  part,  BeresfordI 

cedes  that  fasb's  consensu! 

ture  may  be  partly  to  blaiF^;^' . 

the  board's  unpopularity.fPiF, 

chairman  has  limited  authoiP 

terms  of  forcing  things  jidit: 

done,"  he  says.  Personafitif  Gl- 

m"'    a  role,  too,  fasb-  watchersfc  W 
Rules  are  um-eahstic  and  mcomprehensible  pj-oposedp  c 

Leisenring,  described  asF^ 
liant  but  strong-willed  tf 


FASB:  THE  RAP  FROM 
BIG  BUSINESS 

ISSUES 

•  Too  many  costly  rale  changes 


•  Bias  toward  investors,  not  companies 

•  Resistance  to  global  standards 


PROPOSED  RUUES 

•  Fair-market  valuation  for  derivatives  - 
Impedes  risk  management 

•  Segment  reporting  -  Too  detailed 

•  Comprehensive  income  -  Confusing 
for  users 

•  Company  unit  consolidation  -  Superfluous 

DATA:  BUSINESS  WEEK 


cian,  typically  outflanks  t))^-  ™^ 
ly,  more  pragmatic  Bepsal«i 
Without  naming  Le:f  P""'' 
Beresford  says:  "SonifF^  toe 
want  to  study  tilings  to  <Hive  !r 
look  for  ideal  solutions.' 

To  fasb's  harshest  c 
accounting  body's  dem) 
be  the  most  ideal  solut^' 
By  Phillip  L.  Zwei 
York,  with  Dean  I 
Washington  I 
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OSSWIND 

itling's  new  mechanical  super- 
anogiaph  displays  exceptional 
ling  refinement  for  a  wrist 
rument  of  such  technical  cha- 
ter.  Its  sweeping  lines  and 
lusive  design  features  express 
spirit  of  luxury  built  in  to  the 
idly  conceived  Crosswind. 


Designed  to  meet  the  stringent 
requirements  of  air  navigation,  the 
Crcisswind  chronograph  measures 
and  records  times  to  a  maximum  of 
12  hours,  including  intermediate 
and  cumulative  times,  with  1/Sth 
second  precision. 

The  Ckosswind  is  available  in  steel, 
with  twin-metal  finish  or  in  solid 
18  K  gold,  fitted  with  a  leather  strap 
or  a  Pllx)r  bracelet. 


U.S.  AIR  FORCE 


EITLING  USA  INC. 

■.  Box  110215,  STAMFORD 

:  800/641  7343  Fax:  203/327  2537 
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UTIN  BULLS 
DONT  SCARE 

Bourses  are  booming 


Rising  interest  rates  have  Wall 
Street  on  edge,  but  on  stock 
markets  south  of  the  border, 
traders  are  feeling  anything  but 
downtrodden.  The  region's  major 
bolsas  have  climbed  steeply: 
Brazil's  by  40%  fi-om  the  beginning 
of  the  year  to  Apr.  8,  Mexico's  13%, 
Argentina's  12%.  And  the  upturn 
will  continue,  fund  manager  expect — 
by  contrast  with  past  years,  when 
minor  setbacks  on  Wall  Street  often 
plunged  Latin  mai'kets  into  disarray. 
The  reason:  Bullish  economic  funda- 
mentals. Latin  America  still  has 
"tremendous  growth  potential,"  says 
Leila  Heckman,  chief  global  asset  allo- 
cator for  Smith  Barney  Inc.  in  New 
York. 

Increases  of  around  4%  in  gi'oss  do- 
mestic product  are  expected  by  Brazil, 
Mexico,  and  Argentina  this  year 
(charts),  along  with  stable  inflation  and 
falling  domestic  interest  rates.  In  1997, 
net  investment  inflows  into  Latin  equi- 
ties from  the  U.  S.  will  total  $6  billion, 
Morgan  Stanley  &  Co.  forecasts,  sec- 
ond only  to  1993's  peak  of  nearly  $10 
billion.  Wliile  a  crisis  in  any  major  Latin 
country  would  still  spook  investors, 
economies  in  the  region  are  less  depen- 
dent than  they  were  in  the  early  1990s 
on  inflows  of  hot  money,  which  rapidly 
flowed  out  again  after  Mexico's  1994 
peso  crash. 

Thei^e's  also  a  risk  that  the  region 
could  be  sideswiped  by  a  major  hike  in 
U.  S.  interest  rates,  which  would  drive 
money  into  U.  S.  fixed-income  assets. 
But  analysts  believe  Latin  markets 


could  absorb  a  modest  rate 
increase:  After  the  Federal 
Resei^ve's  quarter-point  hike 
on  Mar.  25,  they  rebounded 
quickly.  "People  are  start- 
ing to  say,  'Hey,  there  are 
reasons' "  for  this  buoyant 
performance,  says  Robert 
J.  Pelosky  Jr,  Morgan  Stanley's  Latin 
American  equity  strategist.  "I  think  the 
fundamentals  both  on  the  micro  and 
macro  level  support  it." 
BARGAINS.  The  darling  of  fund  man- 
agers is  Brazil,  where  Sao  Paulo's  mar- 
ket has  soared  75%  in  dollar  tenns  over 
the  past  year.  Among  star  performers 
are  shares  of  state-run  utilities.  Holding 
company  Telebras  "is  the  cheapest  tele- 
com stock  in  Latin  America,  if  not  the 
world,"  says  Gabriel  Wallach,  Latin 
American  analyst  at  Fiduciary  Trust 
Co.  International  in  New  York.  It  is 
selling  at  less  than  10  times  earnings  de- 
spite expected  profits  of  $4  billion  this 
year.  Brazilian  retailers  and  consumer- 
goods  producers  ai"e  also  attracting  cash. 
Andrew  Shores,  equity  strategist  at  Sao 
Paulo  investment  bank  Garantia,  likes 


irS  FUNDAMENTAL 

"Tremendous 
growt,h  potential" 
is  driving  markets 
up,  no  matter  what 
Wall  Street  does 


textile  manufacturer  Coteminas,  wh,i 
he  calls  "competitive  by  any  standijj 
ound  the  world." 

In  Mexico,  investoi's  are  ir.: 
beat  despite  some  waiiness  O'f 
nationwide  mid-teim  electiii' 
in   July.   Among   the  gc|* 
omens:  falling  inflation,  conl^. 
ued  export  gi-owth,  and  sij|;, 
of  revived  consumer  spendi,, 
Many  analysts  are  recomme;- 
ing  stocks  tied  closely  to  the  i-, , 
mestic  economy.  Telefonos 
Mexico  is  a  favorite,  along 
leading  banks  Banamex  and  B  ■ 
comer,  and  cement  makers  Apaj  ' ' 
and  Cemex.  <xW 

Ai-gentina's  projected  GDP  groyv, 
of  5%  to  6%  this  year  is  winnf 
over  some  fund  managers,  althoia;^!] 
the  peso's  ironclad  tie  to  the  dolr 
makes  Buenos  Aires  the  Latin  mart  ^ 
most  susceptible  to  rate  shocks  fra^ 
the  U.  S.  At  an  aven& — 
trailing  p-e  ratio  of  39,  — 

gentine  stocks  are  expensi*^  

but  there  are  buying  opp-  

tunities.  Banco  de  Galid, 
Argentina's  biggest  priv^_ 
bank,  is  selling  at  a  p-e  ri9 , 
of  12,  despite  an  expec| 
25%  earnings  rise  this 
For  smaller  Latin  markets,  the 
look  is  more  mixed.  Lawrence  Kro|  ifli 
Latin  American  equity  strategist  I*-'* 
UBS  Securities  in  New  York,  is  uni'?^"''*' 
thusiastic  about  Colombia,  where  Pru- 
dent Ernesto  Samper  Pizano's  politil 
troubles  have  caused  economic  unc-iW6( 
tainty.   He  also  counsels  shunna 
Venezuela,  where  the  slow  pace  of  stip'"^'''' 
tural  refoi-ms  has  left  its  economy  in 
the  dark  ages."  ' 
Heckman  tells  her  clients  to  divers|i 
because  emerging  markets  "can  gote 
60%  or  down  60%."  But  WaU  Streft 
downturn  may  send  more  investoratt 
search  of  alternatives.  And  that  edl 
keep  the  Latin  fiesta  going  for  a  wlai  -  < 
By  Ian  Katz  in  Sao  Paulo,  iMti\ 
William  Glasgall  in  New  York  qi*- 
Elisabeth  Malkin  in  Mexico  City 


THE  CASE  FOR  LATIN  STOCKS 

SOLID  GROWTH...  ...AND  LOW  VALUATIONS 


ESTIMATED  CHANGE  IN  1997  GDP 
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ESTIMATED  CHANGE  IN  EARNINGS 


PRICE-EARNINGS  RATIO* 


PRICE-TO-BOOK  RATIO 


0  10  20  30  40 
►  PERCENT 


5        10        15  20 

•ESTIMATED  1997  EARNINGS 


12         3  4 

DATA  SMITH  BARNEY  INC 


112  BUSINESS  WEEK  /  APRIL  21,  1997 


Theft,  Vandalism,  And  Chaos. 

Three  Compelling  Reasons 
To  Do  Business  with  McAfee. 


lost  companies  don't 
mage  their  networks, 
rhey  survive  them. 

.  because  today's  networks 
nstantly  vandalized  by  viruses,  hackers,  and  even  your  own 
lyees.  While  your  managers  battle  the  chaos  of  demanding 
end  users,  more  complex  software  and 
multiple  operating  systems. 

It's  a  tough  environment  that,  frankly, 
we  like  very  much. 

After  all,  finding  innovative  ways  to 
keep  networks  safe,  sane,  and  simple  to 
manage  is  what  we  do  better  than  anyone. 

And  it's  why  McAfee  is  the  largest  and 
fastest  growing  company  in  PC  network 
securitv  and  management. 


Download  McAfee 

III  I    I  'ii   I  mill  ii  iiii  iiiii  Ill  wfi  iiiinimniii  ijipiiii^y iiiwifiM  ■ 

McAfee  /m  the  third  most  popular  software  Web  site  on  the  %  internet  People  download 
our  products  free,  then  pay  us  to  get  upgrades  and  our  iiinird-uvtning  technical  support. 


s  one  of  the  top  10 
me  companies  in 
d- and  the  fastest 


Some  people  think  they're  stealing  our  software. 

\fee,  our  innovations  aren't  limited  to  our  products.  We've 


changed  the  very  way 
companies  buy  software. 

We  pioneered  the 
subscription  pricing  model 
that  Netscape  and  others  now  use.  It's  simple:  People  download  our 
software  without  paying  for  it  -  then  they 
come  back  and  pa\'  us  just  to  get  the 
technical  support  and  two 
years  of  free  upgrades. 

Last  year,  8  million 
people  did  just  that. 

Of  course,  some  people 
do  steal  our  software. 
But  they  end  up  spreading 
the  word  about  McAfee's  good 
will  and  top-rated  products. 
All  of  which  reinforces  our 
position  ;is  the  market  leader 


McAfee  s  leading  edge  security  products 
keep  the  thou-iaiuk  of  Ijackers  and  riruses 
where  thev  belong  -  out  of  your  netinirk. 


Networks:  powerful,  necessary,  and  chaotic. 

At  McAfee,  we  understand  how  important  your  network  is 
to  your  company's  growth  and  success.  And  we  have  the 
products  and  experience  to  help  vou  handle  the  chaos 
that  threatens  it. 

Maybe  that's  why  more  than  80%  of  the  Fortune  KJO 
rely  on  McAfee.  More  than  Microsoft.  More  than  Intel. 
More  than  Symantec. 

Shouldn't  your  company  be  doing  business  with  the 
leader  in  network  security  and  management? 

With  innovative  pricing,  superior  products,  and 
award-winning  support, 
McAfee  is  the  best  choice 
for  guarding  and  restoring 


McAfee. 


of  the  Fortune  !()()  rely  on  McAfee  to  preiail  against  the  chaos  threateninii  their  networks 


order  to  your  network. 


Netu'ork  Security  &  Management 


Telephone  (408)988-3832  Fox  (408)970-972/  ©McAfee  Associoles,  Inc ,  1997  All  lights  leseived  All  hronds  ond  piodutis  ore  ttodemotks  of  iheii  lespcdive  holdeis 
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BANKING 
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IS  BANKERS  TRUST 
BACK  ON  TRACK? 

The  Alex.  Brown  deal  is  a  big  step  toward  making  it  a  player 

In  Apr.  5,  it  was  any- 
thing but  business  as 
usual  for  the  methodi- 
cal Frank  N.  Newman.  By 
5  p.m.,  the  chaiiTnan  and 
CEO  of  Banker's  Tiiist  New 
York  Corp.  had  gotten  the 
go-ahead  fi'om  liis  boaixl  to 
buy  investment  banker 
Ale.x.  Brown  Inc.  for  a 
hefty  $1.7  billion.  By  early 
the  next  morning,  he  was 
on  a  plane  to  Calgary, 
Alta.,  to  see  how  his  son 
was  weathering  a  40-foot 
ice-climbing  fall.  By  night- 
fall, he  could  breathe  easy. 
His  son  would  recovei;  and 
his  bank  should  prosper 

There  had  been  few 
doubts  that  Newman,  a 
former  chief  financial  offi- 
cer of  BankAmerica  Corp. 
and  a  foi-mer  Ti'easury 
Dept.   official,  was  the 
right  man  to  fix  the  bank's 
wounded  reputation  and 
earnings,  which  had  been 
sideswiped  by  a  scandal  over  its  deriv- 
atives sales  practices.  But  questions  lin- 
gered: Did  Newman,  an  executive  re- 
spected for  his  numbers  acumen  and 
integrity,  have  the  vision  to  lead 
Bankers  Tiaist  into  the  corporate  bank- 
ing arena  as  a  strong  long-term  player? 
In  one  fell  swoop,  the  Alex.  Brown  deal 
allayed  those  fears.  Says  PaineWebber 
Inc.    analyst    Lawrence    W.  Cohn: 
"Bankers  Tiust  is  going  t(j  be  a  real 
competitor.  There  is  no  cjuestion  about 
this  now."  Says  Newman:  "We  think  we 
have  a  significant  opjjoitunity  and  a  real 
winner  here." 

ODD  COUPLE.  It  was  about  a  year  ago 
that  two  fiiends — a  director  of  Bankers 
Trust  and  a  du*ector  of  Alex.  Brown — 
first  broached  the  idea  of  a  merger  Late 
last  year,  Newman  met  with  the  Balti- 
more-based investment  bank's  chairman 
and  CEO,  A.  B.  "Buzzy"  Ki-ongard.  At 
fii'st  glance,  the  two  would  seem  an  un- 
likely pair.  Ki"ongard,  60,  who  has  a 
shooting  range  at  his  estate,  has  a  mili- 
tary mien,  while  Newman,  54,  with  his 


modest  aiui  slightly  pro- 
fessorial air,  likes  hik- 
ing and  the  Philhar- 
monic. But  six  weeks 
ago,  the  two  got  seri- 
ous. The  allure  for 
Krongard:  a  big  price 
tag,  the  fact  that 
Bankers  was  not  a 
stodgy  commercial  bank 
that  would  squelch  orig- 
inality, and  bt's  strength 
in  fixed-income  securi- 
ties, where  Alex.  Brown 
was  weak.  To  celebrate, 
Krongard  gave  New- 
man a  box  of  pre-Castro  Cuban  cigars. 
As  Newman  told  reporters  by  phone 
fi'om  Calgary:  "One  of  the  many  things 
that  Buzzy  and  I  enjoy  in  common  is  a 
good  cigar  from  time  to  time,  though 
Buzzy  has  a  bettei-  humidor" 

In  his  first  year  at  Bankers  Tiaist's 
helm,  Newman  faced  seemingly  insur- 
mountable problems  in  restoring  the 
bank's  reputation.  He  moved  fast  to  set- 
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tie  a  bitter  derivatives  lawsuit  wil 
Procter  &  Gamble  Co.  for  about  $lp 
million.  Then  he  bought  merger  ad' 
sory  fii-m  Wolfensohn  &  Co.,  adding  I 
chaiiTnan,  foiTner  Federal  Resei-ve  he' 
Paul  A.  Volcker,  to  the  boaixl.  Now,  w, 
Alex.  Brown,  Newman  has  made  t) 
bank  a  bona  fide  player  in  equiti(»- 
"Strategically,  it  makes  a  lot  of  sens*' 
says  David  A.  Daberko,  chairman  f 
National  City  Coi-p.,  wliich  bought  a  i 
gional  investment  bank  in  1995.  I 
Fixing  Bankers'  earnings,  which  h| 
relied  too  much  on  trading  and  deri\; 
fives,  has  also  been  a  tough  job.  Der' 
atives  contributed  42%  of  1994's  incoii 
before  losing  $202  ir!. 
CEO  NEWMAN:     lion  in  1995.  They  b 
His  deal  gives     gan  a  turnaround 
BT  a  presence     1996  and  should  be 
i}i  equities         the  black  in  1997.  Eai 
ings,  which  had  fall, 
in  1995  to  $215  milUon  from  $615  milli, 
in  1994,  i-etm-ned  to  $612  million  in  191 
Brown   Brothers   Harriman  analj, 
Raphael  Soifer  sees  earnings  of  abc; 
$800  million  before  merger  charges  i 
1997  and  about  $900  million  in  1998. 
PRICEY.  Making  the  merger  work  vi 
be  a  challenge  for  NewTnan.  There 
cultural  gaps,  even  though  Bankers  fj 
done  more  than  most  commercial  bar; 
to  adopt  investment  banking  skills,  p, 
and  style.  Daberko's  advice  to  Nev™;:: 
"Allow  these  people  a  good  deal  of 
tonomy  and  provide  them  with  mc^ 
and  more  opportunities  fi'om  the  banlf 
Nevmian  may  have  overpaid,  in  bi;- 
ing  at  2.6  times  book  value  a  finn  th'. 
speciahzes  in  initial  public  offerings  ;; 

the  top  of  a  bull  mi^ 
ket.  But  Cohn  reckos' 
that  with  tax  and  C(|:i 
savings,  Alex.  Brows- 
earnings  could  fall 
more  than  40%  wif- 
out  di'agging  do\k 
Bankers'  profits.  ' 

But  Bankers  Trip 
may  still  be  hal 
pressed  to  compfs 
with  bigger  investmc; 
and  commercial  bar- 
ing firms  with  mc'- 
dominant  positio). 
Alex.  Brown,  furthi- 
more,  will  not  take  Bankers  Trust  f 
the  radar  screen  of  other  suitOj. 
Rather,  says  Soifer,  "it  may  be  a  mco 
attractive  takeover  candidate." 

That  said,  Newman  has  shown 
world  he  has  the  mettle  to  fix  proble^ 
and  the  imagination  to  make  bold  stra- 
gic  moves.  Now  he  must  prove  his  sH 
at  execution.  ij 
By  Alison  Rea  in  New  Y<M 


THE  NEWMAN  EFFECT 
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Get  a 

solution. 


SAP 


With  R/3  and  AcceleratfdSAP,  yoLii- Year  2()()()  problem  can  be  history  in  a  matter  of  months. 
SAP  cHent/server  software  is,  and  has  always  been,  fully  Year  2000  compliant.  And  the 
AcceleratedSAP  method  has  been  proven  to  deliver  the  fastest  implementation  possible.  In 
fact,  customers  that  have  used  it  have  gone  live  under  budget  and  m  under  six  months.  Now,  they're  finding  out  what 
nearly  7,000  other  companies  already  know  —  that  there's  nothing  like  R/3  to  get  a  better  return  on  information 
and  the  ma.ximum  return  on  investment.  With  less  than  I  ,000  days  until  the  Year  2000,  there's  no  better  time 
for  you  to  tind  that  out  than  right  now.  For  more  intormation,  visit  our  Year  2000  information  center  at 
www.  sap.com/y200().To  get  information  on  AcceleratedSAPorYear  2000,  call  I -800-283-1  SAP. 


A  Bcllci  Rcimii  (hi  biloriiuitioiL 


Finance 


COIVIIVIENTARY 

By  Leah  Nathans  Spiro 


ALEX.  BROWN:  HANDLE  WITH  CARE 


By  any  measure,  the  Apr.  11 
press  conference  announcing 
Bankers  Ti-ust  Co.'s  $1.7  billion 
purchase  of  Alex.  Brown  &  Sons  Inc 
was  a  lovefest.  f'rank  N.  Newman, 
bt's  chief  executive,  praised  Alex. 
Brown  as  a  "top  quality"  fii'm,  while 
A.  B.  "Buzzy"  Krongard,  Alex. 
Brown's  chief  executive,  called 
Bankers  Ti-ust  "the  perfect  partner." 

Too  bad  Frank  and  Buzzy  are  let- 
ting their  infatuation  blind  them  to 
recent  history.  Insurance  companies, 
banks,  and  brokerages  have 
poor  track  records  managing 
regional  brokerage  firms.  The 
history  of  financial  goliaths 
acquiring  national  brokerages 
is  equally  sorry.  Unless 
Bankers  Trust  manages  its 
pricey  purchase  right,  Balti- 
more-based Alex.  Brown,  the 
oldest  investment  bank  in  the 
U.  S.,  could  be  the  next  Snap- 
pie  Beverage  Corp.  A  little 
advice  to  Bankers  Ti'ust:  To 
presei've  what  is  unique  and 
valuable  about  Alex.  Browoi, 
manage  it  with  an  exceeding- 
ly light  touch. 
NOTORIOUS.  Until  recently, 
regulations  have  made  it  dif- 
ficult for  banks  to  buy  bro- 
kers. Meanwhile,  many  insur- 
ers have  been  cheiry-picking 
the  handful  of  well-nui  re- 
gional brokerages,  which  spe- 
cialize in  niche  markets  and 
strong  research  on  local  companies. 
Unfortunately,  many  of  these  deals 
have  simply  quashed  the  regional 
broker  and  saddled  the  buyer  with 
headaches.  Even  the  biggest  boys 
have  egg  on  their  faces.  General 
Electric  Co.  bought  Kidder  Peabody 
&  Co.  in  1986,  only  to  eagerly  unload 
it  in  1994.  American  Express  bought 
Shearson  in  1981,  then  gladly 
dumped  it  in  1993. 

Among  acquisitions  of  regional 
firms,  the  most  notorious  example  is 
Kemper  Coi-p.  From  1982  to  1984, 
the  Chicago  insurance  giant  bought 
five  local  brokers,  including  the  re- 
spected Prcscott  Ball  &  Turhen  in 
Cleveland.  But  Kemper  couldn't  or 
wouldn't  retain  their  regional  charac- 


teristics, businesses,  or  manage- 
ments. By  1992,  Kemper  retired  all 
the  fii'ms'  old-fine  names,  clumsily 
combined  their  trading  and  research 
operations  in  Chicago,  and  cnmched 
their  unique  local  franchises  into 
Kemper  Securities,  later  Everen  Se- 
curities. Then  there  was  PaineWeb- 
ber  Inc.'s  $80  million  acquisition  of 
Rotan  Mosle  in  1983.  The  Houston- 
based  shop  had  a  thriving  business  in 
energy  initial  public  offerings — not 
unlike  Alex.  Bi'own's  specialty  in 


*  *  Our  success  is  based 
on  our  uniqueness ' ' 

A. B. "BUZZY"  KRONGARD, 
Chairman  and  CEO,  Alex.  Brown  &  Sons 


high-tech  ipos.  But  when  the  energy 
market  stumbled  in  1984,  the  fij-m 
slashed  costs  and  assimilated  Rotan 
entirely  into  Paine  Webber.  Bank  of 
America's  ill-fated  1988  acquisition  of 
discount  broker  Charles  Schwab  & 
Co.  lasted  just  four  years.  Foundei 
Charles  Schwab  undid  the  deal  by 
buying  his  company  back. 

When  buyers  operate  regional  bro- 
kers as  independent  units  with 
strong  local  management,  they  have 
flourished.  Take  Philadelphia-based 
Janney  Montgomery  Scott  Inc., 
which  in  1982  was  acquired  by  Penn 
Mutual  Life  Insurance  Co.  Since 
then,  it  has  become  the  largest  con- 
tributor to  Penn  Mutual's  bottom 
line,  says  Michael  Flanagan,  securi- 


ties analyst  at  Financial  Sendee  An- 
alytics Inc.  "The  deals  that  have 
worked  are  because  the  mother  com 
pany  leaves  the  brokerage  operation:  ■ 
alone,"  says  Flanagan.  Smith  Barney 
Inc.  has  wisely  pursued  a  hands-off 
policy  with  1,100-employee  Robinson 
Humphrey  Co.  since  buying  the  At-  : 
lanta-based  brokerage  back  in  1982.  i 
DUTY  FREE?  Yet  Bankers  Ti'ust  may  I 
have  already  begim  dismantling 
Alex.  Brown  by  retii'ing  its  CEO. 
Ki'ongard,  60,  whose  leadership  has 
had  much  to  do  with  Alex. 
Brown's  success,  has  been 
made  vice-chairman  of 
Bankers  Ti-ust's  board,  a  titu 
lar  position.  What  will  he  do? 
"Wliatever  Frank  Newman 
wants  me  to  do,"  he  says. 
Alex.  Brown  President  Mayo 
A.  Shattuck  III  will  be  vice- 
chairman  and  co-head  of  in- 
vestment banldng.  Says  inde- 
pendent securities  analyst 
Perrin  Long:  "The  danger  is 
that  BT  doesn't  keep  its  handijt 
off  of  Alex.  B)'own  and  doesn' 
keep  Brown's  management  ^ 
and  operations  in  place."  i 
Bankei-s  Trust  cloes  plan  tol 
keep  Alex.  Brown  in  Balti-  | 
more.  But  it  will  be  interest- 
ing to  see  how  long  before  Bi  ■ 
"integi'ates"  its  Baltimore 
bankers  into  its  Park  Avenuej 
headquarters.  And  bt  may  | 
have  trouble  retaining  an  * 
Brown  crown  jewel:  some  440  '  i 
brokers  who  cover  the  mid- Atlantic 
i-egion.  Their  customers  might  dislik 
doing  business  with  bt,  which  has 
suffered  reputational  damage.  "It  is  i 
not  going  to  be  as  prestigious  as  it  j 
once  was,"  predicts  Long. 

Despite  Ki'ongard's  enthusiasm  foi 
the  union,  he  admits  that  Bankers 
Ti'ust  is  "marrying  up."  He  feels  j 
some  sadness  and  concern  about 
Alex.  Brown  getting  lost  at  BT.  "It's 
a  real  issue,"  he  says.  "Our  success 
based  on  our  uniqueness."  If  Banker! 
Trust  isn't  careful,  that  could  be 
Alex.  Brown's  epitaph.  i 


Alex. 


Leah  Nathans  Spiro  covers 
In  vestment  ban  k  ing. 
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THE  UNABRIDGED  VERSION 
OF  THE  SPORT  UTILITY  VEHICLE. 


I  an  unecliled  interior  volume  ol 
cu  ft,  tke  YuLon  four-door  is  a 
litive  piece  of  work.  And  it's 
idy  getting  excellent  reviews. 

AWARD  THAT  SPEAKS 
LUMES.  J.D.  Power  and 
Associates 


ranked  \ulvon  llie  mosL 
appealing  fvillsize  sport 
utility,  Isased  on  owner 
ratings  of  over  100 
attributes  includinil  slvle. 


standard      dual      air  nag 
www.yukon.gmc.com    or  call 
toll-free    1  -  8  8  8  -  4 A-YLT  KO  N . 

And  learn  wky  Yukon  is  tke' last 
word  for  dominating  tke  road. 


comfort    and  pe  r  1  o  r  ni  a  n  ce  . 

AN  INTRIGUING  STORY 

OF  POWER.  W'itk  an  e.xkila- 
rating     .255     kp     engine,  tke 

^ukon     kas     tke     most  korse- 

power    in     tke    lullsize  utilitv 

class.**     And     k  e  c  a  use  s  a  1  e  t  y 

matters,     every    Yukon  comes 

dual      air      ka^s.       So  krowse 


Yukon 


COMFORTABLY 
IN  COMMAND" 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 


LEEB:  A  TOUCH 
OF  INFLATION 
WOULDNT  BE 
^OBAD 


SNAPPING  UP  FLUOR 
AND  SOTHEBY'S 

Who's  afraid  of  inflation?  Most  in- 
vestors are,  and  Federal  Reserve 
Chairman  Alan  Greenspan  is  spooked 
by  its  mere  shadow.  But  investment 
adviser  Stephen  Leeb  argues  that  a 
touch  of  inflation  wouldn't  be  so  bad  for 
the  stock  market — so  he  remains  bull- 
ish even  if  inflation  does  creep  up  a 
bit. 

Leeb  says  that  the  market's  curi-ent 
high  valuations  need  strong  economic 
growth.  The  alternative,  he  wams,  is  a 
vicious  cycle  of  slowing  growth  that 
will  spark  a  big  drop  in  stocks  as  earn- 
ings start  to  dive — and  trigger  an  eco- 
nomic deterioration.  So  he  believes  the 
Fed  will  back  off  and  allow  the  econo- 
my to  grow  at  a  fast  pace,  even  if  that 
means  tolerating  inflation. 

Leeb,  editor  of  the  market  newslet- 
ters Personal  Finance  and  The  Big 
Picture,  has  a  crafted  portfolio  that  is 
leveraged  to  rising  gi'owth  and  infla- 
tion. Two  of  his  favorites:  Fluor  (flo),  a 
global  engineering  and  construction 
outfit  whose  stock  plummeted  ft-om  75 
a  share  in  mid-February  to  52,  and 
auction  house  Sotheby's  Holdings  (bid), 
which  slid  fi'om  19  to  L5  in  less  than 
thi'ee  months. 

Fluor  took  a  beating  after  it  report- 
ed earnings  below  analysts'  estimate 
for  the  fh-st  quarter  that  ended  Jan. 
3L  The  shortfall  stemmed  from  cost 
overruns  on  two  projects,  explains 
Leeb.  In  fact,  he  says,  Fluor  reported 
an  increase  in  new  orders  by  a  bet- 
ter-than-expected  .$3.6  billion — evidence 
of  real  strength. 

The  surge  in  orders,  he  says,  is  due 
to  big  demand  ft-om  developing  coun- 
tries as  their-  economies  heat  up.  Such 
nations  make  up  moi-e  than  60%  of 
Fluor's  backlog. 

Fluor's  price-earning  ratio  is  at  a 


10-yeai'  low,  wliich  "doesn't  make  sense 
because  its  long-term  prospects  are 
better  than  ever,"  says  Leeb.  It  is  trad- 
ing at  13  times  Leeb's  estimated  1997 
earnings  of  $4  a  share.  In  two  years,' 
he  expects  the  stock  to  hit  100. 

Shares  of  Sotheby's,  Cliristie's  larger 
rival  at  the  high  end  of  the  art  mar-ket, 
"ar'e  among  the  surest  bets  on  rising 
worldwide  disposable  income,"  says 
Leeb,  and  one  of  the  "safest  and  sur'est 
long-term  inflation  hedges."  Expected 
to  earn  97?  a  share  in  1998  and  83(?  in 
1997,  Sotheby's  is  worth  25,  he  says. 

Also  buUish  on  Sotheby's:  Henr-y 
Kravis  and  the  Bass  brothers,  who 
both  own  mor'e  than  5%  of  the  stock. 

ENAMELON:  THE 
SMELL  OF  DECAY? 

One  company  that  went  public  at  7  a 
share  six  months  ago,  Enamelon 
(enml),  has  seen  its  stock  soar  to  24. 
Its  product  is  a  new  anticavity  tooth- 
paste. Some  investors  buy  the  idea. 
But  one  New  York  money  manager 
thinks  the  stock  is  way  too  expensive — 
at  its  cmrent  value  of  $160  million — for 
a  company  that  has  yet  to  post  rev- 
enues. So  he's  shorting  it. 

The  last  stock  this  pr'o  shorted  was 
CNS  (reported  in  this  column  on  Aug. 
19,  1996).  CNS  has  since  fallen  fi-om  20 
to  10. 

This  money  manager  says  Enamelon, 
whose  pr'oduct  is  still  being  market- 
tested,  must  r-ing  up  sales  of  $150  mil- 
Hon  and  earn  $1  a  share  to  justify  its 
ciurent  mar-ket  price.  He  doubts  that 
this  will  come  to 


HEADING  TOWARD 
A  CREST 


pass. 

Robert  Natale, 
editor  of  Stan- 
dard &  Poor's 
Emerging  &  Spe- 
cial Situations 
newsletter-,  cites 
Enamelon  as  one 
of  the  r-ecent  ipos 
that  r-eflect  a  gen- 
er-al  decline  in  the 
([uality  of  new  is- 
sues. Enamelon 
faces  fierce  tooth- 
paste competitors 
such  as  Colgate- 
Palmolive  and 
Procter  &  Gamble,  notes  Natale. 

Analyst  Anthony  Viscoglios  of  Rod- 
man &  Renshaw,  the  lead  under-wr-iter- 
for  Enamelon's  IPO,  remains  upbeat. 
He  expects  the  company  to  r-oll  out  its 
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toothpaste  next  year.  The  compa: 
says  its  product  provides  sodium  flu(f 
ride,  calcium,  and  phosphate  to  enhan( 
remineralization  of  tooth  enamel. 


I 


THE  LURE  OF  AN 
ERODING'  ASSET 


When  Danielson  Holdings  (dhc)  ai 
nounced  in  ear-ly  Mar-ch  that  a  dei, 
to  sell  the  company  had  fallen  througlj 
its  stock  dived  from  13  to  8  in  one  da: 
Money  manager  Terry  Diamond  b(i, 
lieves  the  stock,  now  at  7,  has  becon^S 
an  irr-esistible  bargain. 

What's  the  appeal  of  Danielson, 
holding  company  with  modest  insurjj, 
ance  oper-ations,  chiefly  workers'  conp?<y 
pensation?  It  has  a  $1.4  billion  tax-lo^f 
carryforward,  or  net  operating  losii'Tfef 
(nol),  that  will  start  "eroding"  nex 
year  and  expire  by  2010. 

"The  sharks  have  obviously  smelle 
blood,  and  suitor's  have  come  rushing  i 
to  get  the  benefit  of  the  huge  nol  ii 
centive,"  says  Diamond,  chair-man  ( 
Talon  Asset  Man-  i 
THE  SHARKS  MAY 
COME  RUSHING  IN 


agement,  who  has 
been  snapping  up 
Danielson  shares. 
He  suspects  that 
they're  in  talks 
for  a  fast  deal. 

Analyst  Er-nest 
Jacob  of  the  New 
York  investment 
bank  Furman 
Selz  says  that 
Danielson's  nol 
"is  a  wasting  as- 
set." He  says  the 
aborted  deal  was 
with  ProgTessive, 
a  large  insurance 


DANIELSON 

HOLDINGS 

WEEKLY  CLOSE 
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company  that  had  agr-eed  to  acquire  ^.j^ji^jj 
42%  stake  in  Danielson,  at  $6  a  shar|e 
The  deal  would  have  let  Progressiv' 
acquu-e  the  r-est  of  Danielson  by  20(h 
for-  27  a  share.  Jacob  explains  that  iltimiei 
order  to  use  the  tax  wr-ite-off,  the]| 
can  be  no  change  in  control  in  the  coii|  ill 
pany  for  three  years.  At  that  poin} 
says  Jacob,  there  would  be  about  $1;. 
billion  of  nol  r-emaining.  That's  wh  \ 
the  deal  was  str-uctiu'ed  for  Pr-ogressi\  f 
to  buy  the  rest  of  Danielson  in  tlj 
year-  2000.  Progressive  didn't  expla 
why  it  backed  off  the  deal. 

Diamond  thinks  the  would-be  buy<] 
of  Danielson  will  work  out  a  deal  sire 
lar  to  the  one  Pr'ogressive  turne 
down,  leaving  the  stock  nowhere  to  j 
but  up. 
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Introducing  UUNET  Extranet  Service 


Business  communications  just  got  a  lot 
easier.  And  more  affordable.  By  combining 
one  of  the  world's  most  extensive  local  fiber- 
optic infrastructures  with  the  world's  most 
reliable  Internet  backbone  and  dial  network, 
UUNET  can  guarantee  network  availability  and 
performance  in  a  way  never  before  possible. 

When  UUNET,®  MPS  Communications® 
and  WorldCom®  joined  forces,  it  created  a 
new  landscape  for  business  communications. 
For  the  first  time,  one  company  could  totally 
control  the  network,  end-to-end,  from  your 
headquarters  to  branches  and  business  partners 
around  the  world. 

The  result  is  the  Extended  Intranet,  or 
"Extranet'.'  UUNET's  new  Extranet  Services, 
ExtraLink  and  ExtraLink  Remote,  offer  all  the 
advantages  of  public  or  private  wide-area 


iiaranteed  quality  of  service  from 
le  local  loop  to  looping  tlie  globe. 


networks,  including  security,  plus  more 
secure  dial-up  access  for  remote  users.  At 
a  dramatically  lower  cost. 

But  don't  take  our  word  for  what 
Extranet  Services  can  do,  make  us  guarantee 
it.  Call  1  800  465  6826  or  visit  our  Web  site 
at  www.uu.net/extranet/bwlO. 


THE  INTERNET  AT  VVORK 


©1997  UUNET  Technologies  Inc.,  Foin'ax,  VA.  +1  703  206  5600.  All  rights  reserved.  UUNET  ond  the  UUNET  logo  design  are  fegisfered  trademarfcs,  The  Internet  At  Work 
is  a  tfddemark  and  ExtraLink  and  ExtraLink  Remote  ore  service  morks  of  UUNET  Technologies,  Inc:  All  other  marb  ore  ptopern/  of  their  respective  owners. 


Science  &  Technology  ; 


COMMENTARY 


By  Naomi  Freundlich 


CONGRESS  SHOULD  PROTECT  THIS  MEDICAL  LIFELINE 


In  1993,  DuPont  Co.  sold  $10.5  bil- 
lion worth  of  the  industrial  fibers 
Dacron,  Teflon,  and  Delrin.  A 
mere  $600,000  in  sales,  however, 
went  to  biomedical-implant  manufac- 
turers. But  for  more  than  eight 
years,  DuPont  ended  up  spending 
$50  miUion  defending  itself — success- 
fully— against  lawsuits  involving  a 
faulty  jaw  implant  that  contained  50 
worth  of  Teflon.  Deep  pock- 
ets were  the  obvious  tar- 
get: The  small  implant 
maker  went  bankrupt  soon 
after  the  suits  were  filed. 

DuPont  has  since 
stopped  selling  its  raw  ma- 
terials to  medical-implant 
makers.  According  to  a 
study  released  on  Apr.  8, 
three-quarters  of  other  ma- 
terials supphers  have  done 
the  same.  Most  sell  just  a 
few  thousand  dollars'  worth 
of  raw  materials  for  bio- 
medical implants.  In  the 
study,  funded  by  the 
Health  Industry  Manufac- 
turers Assn.,  suppliers  cit- 
ed fear  of  habiUty  as  a  top 
reason  for  dropping  out  of 
the  market. 

The  result  of  these  de- 
fections is  that  manufactur- 
ers of  shunts,  heart  valves, 
and  other  implants  are 
jumping  thi'ough  hoops  to 
get  i-aw  materials.  Innova- 
tion is  stagnating,  and  sup- 
pUes  of  some  smaller-market  items 
are  shrinking.  At  risk  is  the  health 
of  many  of  the  8  million  Americans 
who  depend  on  such  devices,  many  of 
which  are  hfesavers. 
RESTRICTION?  It's  time  for  Congress 
to  step  in  and  solve  the  problem.  A 
law  to  do  so  has  already  been  intro- 
duced: the  Biomaterials  Access  As- 
surance Act  of  1997.  Spun  off  fr-om 
the  larger  product-liabiUty  reform 
legislation  vetoed  by  President  Clin- 
ton last  May,  this  bill  protects  suppli- 
ers from  lawsuits  in  which  the  com- 
pany's only  role  was  to  provide  the 
raw  material.  Makers  and  sellers  of 
implants  would  still  be  liable.  But 
biomaterials  manufactm-ers  would  be 
liable  only  if  the  raw  material  in- 


volved did  not  meet  a  manufacturer's 
specifications.  To  facihtate  passage  in 
Congress,  the  legislation  makes  a 
specific  exception  for  suppliers  of  sih- 
cone  in  breast  implants,  so  that  on- 
going litigation  could  continue. 

The  Biomaterials  Act,  introduced 
in  Congress  on  Feb.  26,  is  reasonable 
legislation  with  bipartisan  support. 
The  Health  Industry  Manufacturers 


Assn.  and  other  interested  parties 
obviously  support  the  bill.  But  so  do 
the  American  College  of  Cardiology 
and  the  Center  for  Patient  Advocacy, 
a  noni)rofit  gi-oup  that  fought  for 
longer  hospital  stays  for  new  moth- 
ers and  hmits  on  hmo  gag  clauses. 
"This  bill  in  no  way  takes  away  a  pa- 
tient's right  to  sue  in  the  event  of  a 
faulty  medical  device  or  faulty  mate- 
rials," says  Dr.  Neil  Kahanovitz, 
president  of  the  center 

As  expected,  the  main  opposition 
to  the  legislation  is  the  Association 
of  "lYial  Lawyers  of  America.  They 
view  it  as  an  attempt  to  restrict  a 
victim's  right  to  sue  manufacturers 
of  faulty  materials.  In  their  view,  the 
supplier  of  a  raw  material  should  be 


aware  of  how  its  material  is  used— 
and  therefore  responsible  for  subse 
quent  failures. 

The  new  study,  conducted  by 
Aronoff  Associates,  estimates  that 
the  first  shortages  of  medical  im- 
plants could  start  within  a  year,  a 
contention  the  trial  lawyers  deny. 
Yet  device  manufacturers  are  clearly! 
facing  a  crisis  finding  supphers. 

One  consequence  is  a  se 
rious  drag  on  innovation.  At 
Medtronic,  the  Minneapolis : 
maker  of  permanent  heart 
devices,  researchers  discov-: 
ered  two  new  insulating 
materials  that  would  have 
greatly  improved  the  dura- 
biUty  of  a  lead  connecting  a: 
pacemaker  to  the  heart. 
When  both  supphers  re- 
fused to  sell  to  the  company 
for  this  apphcation,  the 
project  was  shelved. 
COMPROMISE.  Other  compa-l 
nies  charge  that  money  eai - 
marked  for  research  is  be- 
ing used  to  reformulate 
products  and  run  tests  on  i 
alternate  suppliers'  materi- 
als to  meet  Food  &  Drug 
Administration  require- 
ments. This  can  cost  up  to  : 
$500,000  per  implant. 

Sometimes,  extraordinary 
measures  are  needed  to  re- 
tain suppliers.  Small  innova- 
tors with  limited  resources 
often  miss  out.  Biomet  Inc., 
a  Warsaw  (Ind.)  maker  of  artificial 
joints,  had  to  indemnify  its  main  sup 
plier  for  the  value  of  the  company — 
an  estimated  $600  milhon — before  it 
would  resume  delivery. 

The  medical-implant  industry  is 
not  squeaky-clean.  And  faulty  raw 
materials  can  lead  to  product  fail- 
ures. The  Biomaterials  Act  retains  a 
victim's  right  to  sue  without  allowing 
abusive  legal  action  whose  sole  pur- 
pose is  targeting  deep  pockets.  Vic- 
tims have  rights — but  so  do  patients 
who  need  implants  to  Hve  or  func- 
tion. This  bill  offers  the  only  clear 
compromise. 

Freundlich  is  business  week's 
science  editor. 
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,  Aficio. 

The  future  of  digital  imaging  in  full  bloom. 


o  brings  the  power  of  the  future  into  your  office  with  affordable,  automated,  easy-to-use  digital  office  equipment.  You'll 
e  dazzling  presentations,  thanks  to  spectacular  image  quality  and  colors  so  vibrant  they  have  a  life  of  their  own. 
■porating  a  unique,  modular-design  configuration,  Aficio  lets  you  choose  from  a  variety  of  full-color  or  black-and-white 
il  copiers.  You  can  add  optional  faxing,  printing  and  networking  modules  —  whatever  arrangement  best  satisfies  your 
rements  And  Aficio  is  PC  connectable  See  what  we  can't  show  you  here  —  a  real  Aficio  copy  Call  1 -80()-63-RICOH  or 
us  online  at  http;//www  ricoh  com.  The  productivity  of  the  future  is  yours  today  —  with  the  digital  power  of  Aficio. 
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With  constant  IT  equipment  upgrades, 
youroldstuff... 


ends    up    someone    else's  problem. 

Isn't  it  strange  how  vendors  teLL  you  what  a  great  investment  their  bleeding  edge  technology  i: 


an  DC] 


this  year,  then  come  back  the  next  year  with  their  even  more  expensive  latest  and  greatest. 

There  is,  however,  a  less  costly  way  to  ensure  your  networks  are  always  the  best  configuration  > 
hardware,  NOS  and  applications.  Leasing  and  upgrade  programs  from  MCI'.  That's  right,  MCI.  Because,  sin 
we  acquired  SHL  Systemhouse  "  (recognized  by  industry  analysts  as  a  leader  in  client/server  computing]]! 
we've  been  building  quite  a  reputation  for  ourselves.  To  the  point  that  Data  Communications  magazine 
has  just  voted  our  enterprise  management  service,  with  its  end-to-end,  24/7  service  and  support,  one  (i 

j  Hm 

their  "Hot  Products"  for  1997.  So  why  not  look  into  our  leasing  and  management  programs.  They'll  ensur-ljjsimj 


jiiiigsi 


that  your  networks  are  always  configured  with  the  latest  industry-standard  technology  for  a  surprisingLyj  j,; 
small  amount  of  money.  And  those  are  just  some  of  our  programs. 

Check  out  the  others  at  www.mci.com  or  call  1-800-338-6815,  and  leave  your  problems  to  us. 
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Is  this  a  great  time,orwhat? 
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evelopments  to  Watch 


ED  BY  NEIL  GROSS 


EAPER  CHIPS 
AT  NEVER  FORGET 

'PUTER  MEMORY  CHIPS 

notorious  for  develop- 
amnesia  as  soon  as 
T  power  is  switched 
While  "flash"  and  oth- 

0-  called  nonvolatile 
nory  chips  can  remem- 
v/ithout  power,  they 
costly  and  difficult  to 
ce.  But  that  may 

age,  thanks  to  the  dis- 
3ry  of  "protonic"  mem- 
s  by  a  team  that 
udes  Karel  Vanheus- 
,  an  assistant  research 
fessor  at  the  Universi- 
f  New  Mexico,  and 
liam  L.  Warren,  a 
erials  scientist  at 
rby  Sandia  National 
loratories. 

a  late  1995,  during  ex- 
ments  on  how  silicon 
srs  can  be  probed  for 
sets,  the  team  noticed 
,  protons,  or  hydrogen 
,  deep  within  the  wafer 
e  I'esponding  to  electri- 
iignals  on  the  suiface. 
body  had  seen  these 
ing  protons  before," 
5  Vanheusden.  Now,  the 
n  reports  in  the  Apr. 
3sue  of  the  journal  Na- 
that  the  buried  pro- 
i  can  be  precisely  con- 
led  with  standai-d 

1-  ocircuits — and  thus 
be  used  to  stoi'e  data. 
;  may  provide  the  un- 
jinnings  foi-  a  new  type 
heap  forget-me-not 

totonic  memoiy  chips 
I't  need  the  fancy  pro- 
mg  used  for  other  such 
is.  They  also  have  "a 
perfonnance  advantage 
flash — ^they  can  oper- 
at  veiy  low  powei'  lev- 
and  prolong  battery 
in  laptops,  says  War- 
Texas  Instruments 
has  already  produced 
chips.  Otis  PoH 


m 


3M 


CUTE-AND  THEY  PON  T  LEAVE  A  PUDDLE 

IF  YOU  WHISTLE,  HE  MAY  EMERGE  SHYLY  FROM  THE  FOREST — BUT 

only  if  he  wants  to.  After  years  of  confinement  in  Fujitsu  Ltd.'s 
computer  science  laboratory  in  Japan,  a  digital  pet  called  Fin 
Fin  (left)  is  coming  to  PCs  in  America. 

At  fii'st  glance.  Fin  Fin  looks  like  an  elaborate  screen  saver. 
But  he's  more  mysteiious — and  far  more  sophisticated.  The 
$60  CD-ROM-based  Fin  Fin  behaves  like  a  sentient  creatiu'e.  He 
is  the  product  of  eight  yeai-s'  work  and  a  $30  million  investment 
in  two  hot  ai-eas  of  softwai-e  reseai'ch:  aitificial  life,  or  A-life,  and 
intelligent  agents.  Hai'sh  or  angry  soimds,  transmitted  through 
a  microphone  that  plugs  into  a  Windows  PC,  will  send  him  scw- 
lying  into  the  forest  to  hide.  But  he'll  quickly  learn  to  recognize 
chUch'en's  voices  and  come  when  they  call.  "He'll  hang  out  with 
you  and  let  you  feed  liim,"  says  Michael  Pontecorvo,  dii'ectoi'  of 
technology  at  Fujitsu  Intel-active  Inc.  in  San  Francisco. 

Another  A-life  game,  called  Creatures,  is  also  making  its 
U.  S.  debut.  The  developer,  Cyberlife  Technology  Ltd.  in  Cam- 
bridge, England,  says  its  pets  ab'eatly  inliabit  150,000  PCs  in  Eu- 
rope and  Australia.  The  animated  critters,  called  Noms  (above 
right),  hatch  fi-om  eggs  on  your  PC  or  Mac  screen  and  rely  on 
then-  owners  to  teach,  maintain,  and  play  with  them.  You  can 
monitoi'  the  Noms'  health  and  bi-ain  activity,  trade  them  with 
fiiends  over  the  Internet,  and  crossbi'eed  them.  Mindscape 
Inc.  will  market  Creatm'es  in  Augxist  for  $40.  □ 


m  Even  small  children  may 
be  drawn  to  tobacco  and  al- 
cohol, foreshadowing  prob- 
lems to  come.  A  study  in  the 
March  American  Journal  of 
Public  Health  looked  at  to- 
bacco and  alcohol  use  in  a 
sample  of  1,470  third-gi'ade 
and  fifth-grade  children.  Use 
of  the  two  substances  strong- 
ly correlated  with  low  scores 
on  tests  designed  to  measure 
the  competence  of  the  chil- 
dren in  various  skills. 
B  Physicians  from  Memorial 
Sloan-Kettering  Cancer  Cen- 
ter and  the  University  of 
Rochester's  Cancer  Center 
have  developed  a  gene  thera- 
py that  wipes  out  cancer  cells 
in  the  livers  of  rats.  The 
team  of  doctors  removed  tu- 
mor cells  and  infected  them 
with  a  herpes  simplex  virus 
modified  to  prevent  rephca- 
tion.  The  virus  was  suppUed 
with  genes  that  produce 
chemical  messengers  called 
cytokines.  Implanted  back  in 
the  liver,  the  tumor  released 
the  cytokines,  which  sum- 
moned the  natural  immune 
cells  of  the  rats  to  attack  the 
cancer. 


SOFT  LANDINGS  FOR  IONS 


IT  MAY  BE  THE  MOLECULAR 

equivalent  of  parachutes 
and  featherbeds.  A  tech- 
nique developed  at  Purdue 
University  gently  deposits 
ions  in  precise  patterns  on 
surfaces.  Ordinarily,  says 
chemist  R.  Graham  Cooks, 
ions  that  hit  a  surface 
crash  and  break  apart.  By 
cushioning  their  landings, 
Cooks  has  opened  up  exotic 
possibilities  for  catalytic 
reactions,  data  storage,  and 
various  other  electronic 
applications. 

Ions — atoms  with  a  miss- 
ing electron  or  one  too 
many — are  routinely  manip- 
ulated with  electrical  fields 


in  machines 
called  mass 
spectrometers 
These  devices 
are  used  to 
measui'e 
trace  chemi- 
cals, such  as 
pollutants  in 
air  or  water, 
or  contami- 
nants in  drugs. 
But  Cooks 
writes  in  the  joui- 
nal  Science  that  a 
mass  spectrometer  can  also 
be  used  to  place  ions  softly 
on  surfaces  such  as  gold — 
by  attaching  bulky  silicon 
molecules  to  the  ions,  creat- 


ing a  parachute  that 
slows  down  their 
descent.  He  can 
also  build  a  sort 
of  molecular 
featherbed  on 
the  gold,  fur- 
ther cushion- 
ing the  ion 
landings. 

In  addition, 
by  creating  pat- 
^        terns  in  the 

featherbed  surface. 
Cooks  says  he  can 
tailor  more  efficient 
catalysts  for  such  appli- 
cations as  producing  indus- 
trial polymers.  3M  is  inter- 
ested in  possible 
apphcations. 

David  Graham 
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Information  Processing 


SOFTWARE 


LOU  GERSTNER, 
WEB  PLUMBER 

IBM's  new  software  may  be  just  what  core  customers  need 


With  $13  billion  in  sales,  IBM  is 
by  far  the  largest  software 
company  in  the  industiy.  But 
that's  a  dubious  distinction  con- 
sidering that  three-quarters  of  that  busi- 
ness is  in  aging  software  for  mainfi'ame 
computer's — a  lucrative  but  slow-gi'owth 
market.  While  the  software  industry  as 
a  whole  is  gi'owing  at  12%,  Big  Blue  is 
tui'ning  in  an  anemic 
4%.  Meanwhile,  high- 
fliers such  as  Oracle 
Corp.  and  Microsoft 
Corp.  saw  1996  sales 
surge  38%  and  25%, 
respectively. 

Those  stats  have 
to  gnaw  at  IBM 
Chairman  Louis  V. 
Gerstner  Jr.  Over  the 
past  two  years,  Ger- 
stner has  shelled  out 
some  $5  billion  to  ac- 
quire companies  in 
fast-gi'ovwng  markets, 


including  Lotus  Development  Coip.,  cre- 
atoi'  of  the  populai*  Notes  giwpwai'e  pro- 
gi-am,  and  Tivoli  Systems,  a  maker  of 
software  that  manages  computer  net- 
works. The  goal  was  to  jump-start  IBM's 
software  business.  But  the  new  compa- 
nies— though  growing  faster  than  the  in- 
dustry— ai'e  just  not  big  enough  to  boost 
the  bottom  line.  "Software  gi'owth  rates 

HOW  SOFTWARE  SALES  STACK  UP 


tH 
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have  got  to  be  regarded  af, 
disaster,"  says  Bob  Djiu-dje\, 
president  of  Annex  Researi 
a  liigh-tech  consulting  firm. 
READY,  SET,  GO.  Big  Blu( 
out  to  fix  all  that.  On  Apr. 
it's  set  to  lay  out  its  gai] 
plan.  It  centers  on  softw; 
to  turn  its  hardware — fro, 
PCS  to  parallel  computers  "  I 
into  sopliisticated  Web  servd  ' 
ready  for  Internet  commei!'  'f^ 
and  other  cyberfunctions. j 
new  line  of  powerful  We'-  ' 
sei-ver  progi-ams,  called  Go  '•  ■''J ' 
ter  the  Japanese  stratef*- 
game,  wiW  become  the  hii'* 
end  of  IBM  and  Lotus'  Don4'^|''^ 
Web-server  software.  ! 

Now,  IBM  says  it  has  t|*''' 
pieces  in  place  to  make  i'*: 
softwai'e  business  take  off. 
the  past,  software  hasn't  be'i''"?"' 
a  growth  engine,  but  we'v'* 
tiu'ned  the  corner,"  says  Joi-^ 
M.  Thompson,  IBM  senior  viii-'i 
president  and  software  gi'oup  executi 
His  goal:  to  get  ibm's  software  growthi 
line  with  the  industi-y's.  '  ^' 

Don't  e.xpect  any  razzle-dazzle,  thouf.*?*'' 
While  its  rivals  gi'ab  the  limelight  7*^'*^ 
going  after  browsers  and  WebTV,  IBM5* 
focusing  on  a  decidedly  unglamorous  siV'-'*''"' 
of  the  business — middleware.  That's  t;'™?^ 
softwai-e  "plumbing"  that  can  link  cru(;B*''"'' 
business  programs  that  process  thd-*^'*' 
sands  of  transactions  a  second — if'''^"' 
banks,  airlines,  and  other  big  ci- 
tomers — to  the  Web. 

IBM  could  be  in  the  right  place  at  t!f** 
right  time.  Web  sites  fi-om  Federal  P-'* ' 
press  Coip.'s  package-tracking  systemn'-'Db 
Charles  Schwab  &  Co.'s  eSchwab  onlii'-?'"* 
trading  site  tie  into  IBM  mainft'ame  s;:-'''''W 
tems.  Schwab  uses  a  Netscape  Comir-'i'toii! 
nication  Coip.  Web  sei"ver,  but  it  relies  i- '% 
Big  Blue  softwai'e  to  do  the  heavy  lifti  .^Uay 
"We'd  be  nuts  to  use  anything  other  tl^^^r' 
a  veiy  proven  product  for  a  core  businl?. 
transaction,"  says  Hugh  Westermey,  . 

manager  of  deveh-^  tbf 
ment  at  Schwab,  '^ttoi 
He's  not  the  oi/S-isgn 
one  with  that  viAi>^M..l( 
Japan's  Fuji  BaC'fibyS 
Ltd.  is  testing  del-i'f  hijl 
card  payments  o\r*atiat 
the  Net  using  iBS'med 
database  progra;?f  .^en 
and  new  electror-fe'sofh 
comiTierce  softwa  1 
Outfitter  L.  L.  Bm^ki 
and  book  chain  B^iJobet 
ders  Inc.  also  are  festso: 
ing  IBM  software  o.^-jf, 
do    Net  busine.\^'%,,. 
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'REFLECTS  ACQUISITION  OF  LOTUS 


124  BUSINESS  WEEK  /  APRIL  2L,  1997 


iit-card  transactions,  travel,  bank- 
•those  are  the  killer  apps  on  the  In- 
t,"  says  Thompson. 
1  is  spending  mightily  for  Web  con- 
3ns.  On  Mar.  19,  the  company  took 
jority  stake  in  NetObjects  Inc.,  a 
•r  of  Web  development  tools.  At 
ame  time,  the  company  is  making 
;■  investments  to  develop  state-of- 
rt  Internet  software,  including 
'thing  from  security  and  encryp- 
jrogi'ams  to  online  retailing  appli- 
is.  Salomon  Brothers  Inc.  analyst 
B.  Jones  estimates  that  on  the 
fi'ont  alone,  IBM  is  plowing  $100 
n  this  year  into  developing  soft- 
written  in  Sun  Microsystem  Inc.'s 
.age,  which  creates  Web  applets 
ivill  run  on  any  computer  system. 
SIVE  PLAN.  As  more  business  is 
over  the  Internet  and  corporate 
lets,  the  software  that  loins  those 
s  is  going  to  be  critical.  "The  ac- 
gonna  be  in  the  plumbing,"  says 
k  Phillips,  an  analyst  at  Morgan 
ey  &  Co.  When  you  take  Lotus 
rs  iTjnning  Notes,  connect  them  to 
traditional  transaction-processing 
are,  and  throw  in  Tivoli  software 
inage  it  all,  ibm  finally  has  a  cohe- 
oftwai-e  plan  for  corporate  intranet 
ms.  "It's  as  if  someone  sprinkled 
dust  on  these  entei'prise  systems," 
Irving  Wladawsky-Berger,  genei'al 
ger  of  IBM's  Internet  Div. 
J  Blue  will  need  a  lot  more  than 
dust  to  put  it  back  on  the  software 
Thompson  is  still  struggling  to 
biTTi  his  23,000-person  organization 
softwai-e  company.  He  has  reduced 
umber  of  development  labs  from 
12  to  bring  costs  in  hne  with  in- 
f  nornis.  And  he  has  created  a  sales 
of  5,000  iBMers  dedicated  to  soft- 
It's  tough  for  IBM  to  compete  with 
n  Valley  fii-ms  for  software  talent. 
IBM,  says  Beatriz  Infante,  senior 
resident  of  Internet  &  Media  Pi-od- 
it  rival  Oracle,  "is  still  veiy  much 
0  a  hardware  platfonn  strategy." 
11,  there  are  signs  of  progress. 
$4  billion  non-mainframe  software 
3ss  is  gi'owing  at  ai'ound  30%,  says 
pson.  And  new  mainfi-ame  models 
ted  by  September  could  spark  de- 
for  high-margin  software,  which 
een  flat  to  down.  That  could  add 
some  decent  gi'owth  next  year. 
98,  Merrill  Lynch  &  Co.  projects 
!BM  software  revenues  will  jump 
to  $14.5  billion.  An  improvement — 
vith  Microsoft  at  its  heels,  if  IBM 
't  do  better  than  that,  it  won't  be 
iggest  software  company  for  long. 
Amy  CoHese  in  Armonk,  N.  Y., 
ha  Sager  in  New  York 
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TELECOMMUNICATIONS 

FOR  LUCENT, 

A  SHINING  MOMENT 

Slimming  down  has  helped  the  AT&T  spin-off  thrive 


Mot  all  AT&T  shareholders 
need  be  gloomy  these  days. 
Granted,  the  company's 
shares  are  down  16%  so  far  this 
yeai;  and  few  analysts  expect  an 
uptick  soon.  But  if  you  were 
holding  AT&T's  stock  before  its 
'trivestitiu'e"  on  Sept.  30,  you've 
done  nicely  with  the  equivalent 
shares  you  received  in  Lucent 
Technologies  Inc.,  the  former 
equipment-manufactming  branch. 
Despite  the  grim  market  for 
high-tech  stocks,  Lucent's  stock 
has  risen  16%  this  year,  to 
ai'ound  54,  and  a  stunning  100% 
since  the  initial  public  offering 
of  18%  of  its  stock,  for  $27  a 
share,  on  Apr.  4,  1996  (chail). 

Why  the  difference?  While 
AT&T  must  struggle  with  new 
competitors,  regulatory  uncer- 
tainty, and  the  high  costs  of  en- 
tering new  markets,  Lucent  re- 
mains what  it  always  was — the 
largest  supplier  of  phone  net- 
work equipment  in  the  world. 
It  has  some  10%,  of  a  $200  bil- 
hon  global  market  that  is  blessed  with 
costly  bai'riers  to  entry  and  high  mar- 
gins. The  increasing  competition  and 
deregulation  that  is  proving  so  expen- 
sive for  phone  service  providers  is  a 
boon  to  suppliers.  The  telecom  equip- 
ment market  is  gi-owing  by  10%-  to  12% 
a  year,  vs.  6%,  for  long-distance  calling 
revenues,  at&t's  primary  mai'ket. 
PEWT-UP  DEMAND.  And  Lucent  has  man- 
aged to  make  a  good  thing  better.  Since 
vrinning  its  independence,  Lucent  has  re- 
duced costs  and  racked  up  major  wii-eless 
and  network  upgi'ade  contracts  from 
companies  as  diverse  as  SB('  Communi- 
cations Inc.  and  NextWave  Wireless. 

The  work  has  paid  off:  On  Apr.  3, 
the  company  announced  that  eainings 
for  its  second  fiscal  quarter,  ended  Mar. 
31,  should  reach  $55  million  to  .$65  mil- 
Hon,  double  most  analysts'  estimates, 
on  revenues  of  about  $5.1  billion.  The 
year  before,  the  company  lost  $103  mil- 
lion after  restr-uctuiing  charges  on  sales 
of  $4.6  billion.  "We  are  building  a  high- 
peribiTnance  gi'owth  company,"  enthuses 


11 


Lucent  Chairman  Heni'y  B.  Schacht, 
former  CEO  of  Cummins  Engine  Co. 

Some  of  that  gi-owth  was  inevitable: 
The  spin-off  opened  the  door  to  pent-up 
demand.  Local  phone  companies  and 
long-distance  caniers  were  inci'easingly 
reluctant  to  order  equipment  fi'om  AT&T, 
a  company  that  also  was  becoming  a 
competitor  on  the  services  side.  Once 

LUCENT'S  ASCENT 
VS.  AT&rS  DECLINE 
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Lucent  was  freed  from  at&t,  so  W(fei[PRI 
the  order  books.  The  equipment  mak(^ ' 
revenue  growth  went  from  8.3%  in  li) 
to  13.4%  in  the  fu-st  nine  months  of  1£,. 

The  breakup  also  allowed  Lucent  ) 
start  hacking  expenses — the  highesti 
the  industry.  It  is  two-tliii"ds  of  the  viir 
through  the  process  of  cutting  23,(^,1 
jobs  from  its  workforce,  and  its  salf: 
general,  and  administrative  costs  mi 
pai'ed  to  24%  of  revenues  last  year,  frli 
25.4%  in  1995.  The  cost-cutting  is  i- 
ready  helping  the  bottom  line.  Lucer* 
gi'oss  margins  I'ose  to  45.9%  in  the 
fii"st  quarter,  from  43.3%  pre-breal 
"That  should  help  theii'  results  over  h;,,] 
ne.xt  few  years,  not  just  a  few  qu|ffi 
ters,"  says  Bear,  Steams  &  Co.  analjt 
Alex  M.Cena.  j  j 

There  is  another  striking  differei^jtlie 
between  Lucent  and  its  former  pari 
While  AT&T  insiders  say  morale  thi 
is  as  low  as  it  has  ever  been,  Luci 
employees  are  jazzed.  A  recent  sur^jfjtuj 
of  64%  of  the  company's  121,000  e|,[|,fj 
ployees  by  an  outside  polling  firni  foi 
that  79%  are  optimistic  about  the  o 
pany's  future.  On  the  down  side,  5] 
say  Lucent  is 


II 


ON  DECK: 
McGinn  and 
Schacht  are 
focusing  on  the 


not  quick  to  ti 
advantage  of 
opportunities. 

One  such  opp|j|j, 
tunity  could  be 


next  generation  of  data  network 

technology,  such     market,  where  l, 
cent  has  only 


as  data  switches 
for  the  Internet 


DATA  BLOOMBERG  FINANCIAL  MARKETS 


marginal  preser  ^ 
Schacht  says  r 
company  plans 
increase  its  offerings  in  this  area,  1 
not  in  the  highly  competitive  marl 
for  routers  and  hubs.  "There's  no  se: 
in  our  replicating  what  other  peo 
have  done,"  says  Schacht.  Instead, 
wants  to  focus  on  the  next  generatior 
networking  teclmology,  such  as  powei^', 
data  switches  for  the  Internet.  So 
and  Pi-esident  Richai-d  A.  McGinn  sp( 
thi'ee  hours  every  other  week  at  I 
Labs  and  are  devoting  11%  of  reven 
to  research  and  development. 

Schacht  also  wants  to  beef  up 
software  side  of  Lucent's  busin( 
wliich  cai'ries  liigher  margins  than  hi 
ware.  One  of  Lucent's  key  softwi 
products,  a  program  that  allows  call 
to  keep  theii-  local  phone  numbers  e 
when  switching  carriers,  is  starting 
win  ordei-s  as  local  competition  dri 
near— BellSouth  Corp.  and  Amerit 
Corp.  have  both  recently  purchased 
software,  at&t  may  be  wincing  fromj[((^. 
the  new  competition,  but  it  gets  li 
sympathy  fr-om  Lucent  shareholders'" 
By  Catherine  Arnst  in  New  I"' 
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REPRENEURS 


POWER  DUO 

Apple  clonemaker  Power  Computing  has  big  plans.  Now  it  has  two  big  guns 


tephen  S.  Kahng's  Power  Com- 
puting Corp.  is  the  fastest-gi'owing 
j  computer  startup  of  the  1990s. 
J'ounded  in  mid-1993,  it  should  hit 
miUion  in  sales  in  1997,  analysts 
'ower  makes  superfast  products, 
ys  the  direct-sales  model  that  made 
Computer  Corp.  and  Gateway  2000 
/all  Street  stars,  and  has  been  prof- 
all  along.  Yet  Kahng 
)ent  more  than  a  year 
g  for  a  banker  willing 
;e  it  pubhc.  The  prob- 
'ower  makes  clones  of 
itosh  computers,  the 
ip  product  of  troubled 

Computer  Inc.  Says 
vestment  banker  who 
d  not  to  handle  an  ini- 
;blic  offering  for  Power 
ear:  "Steve  has  been 
a  wonderful  job,  but 
1  a  terrible  situation." 
vv,  Kahng  is  out  to 
e  that,  and  he  has 
it  in  foiiner  Dell  mar- 
•  whiz  Joel  J.  Kocher 
p.  Their  plan  is  to  ex- 
beyond  the  relative 
tion  of  the  Mac  mar-  y' 
ito  the  cutthroat  PC  ' 

"What  we  sell  doesn't  j 
r,"  says  Kahng.  "We  / 
'ant  to  build  the  best 
iter  company  in  the 

arly,    diversification  j 
bang's  plan  from  the 
-thus  his  relentless  ^ 
it  of  Kocher  (pro- 

jent  and  Chief  Operating  Officer 


w  TO  FAME  Oversaw  Dell 
luter's  growth  in  the  early  1990s 

MGTHS  Operational  smarts 


nounced  KO-her),  who  presided  over 
Dell's  huge  growth  in  the  early  1990s. 
Kahng  lir-st  approached  Kocher  10  days 
after  he  left  Dell  in  1994.  He  persisted 
even  after  Kocher  joined  Tucson-based 
software  maker  Aitisoft  Inc.,  and  last 
November,  Kocher  joined  Power  as  pres- 
ident and  operations  chief.  Now  the 
stakes  are  even  higher  than  expected. 


V 


As  Power  readies  its  thrust  into  PCs, 
Apple  is  considering  changes  in  its  li- 
censing strategy  that  could  undermine 
Power's  core  business.  And  Apple's  on- 
going problems — as  well  as  uncertainty 
about  a  possible  Apple  takeover  by  Or- 
acle Corp.  chief  Lawrence  J.  EUison — 
could  keep  Power's  IPO  on  hold,  depriv- 
ing the  company  of  a  cash  cushion  as  it 
tries  to  forge  a  niche  in  PCs. 
WORSHIPED.  Kahng  and 
Kocher  present  a  striking 
contrast.  Kahng,  a  soft-spo- 
ken 47,  is  a  prototyjDical  en- 
gineer— "the  nerdiest  of  the 
nerds,"  says  venture  capi- 
talist Paul  H.J.  Kim,  a 
friend  and  Power  investor. 
Kocher,  40,  couldn't  be  more 
out  in  fi'ont.  At  Dell,  he  was 
worshiped  for  his  elaborate 
pep  rallies  and  impassioned 
speeches.  Kocher  "demands, 
inspires,  attracts,  and  coach- 
es gi'eatness,"  says  Savino 
Ferrales,  Power's  new  hu- 
^  man  resources  vice-presi- 
dent, who  worked  with  him 
?^  at  Dell.  Kocher  also  helped 
Dell  perfect  its  approach  to 
dii'ect  selling,  a  key  to  Pow- 
er's strategy.  Says  Power 
Vice-Chairman  Enzo  Ton-esi: 
"Steve's  the  world  expert  in 
product  efficiency,  and  Joel 
knows  best  how  to  deliver 
technology  to  market." 

In  his  few  months  on  the 
job,  Kocher  has  tripled  ca- 
pacity and  begim  constnac- 


Chairman  and  CEO 


CLAIM  TO  FAME  Designed  Leading 
Edge  PC  in  the  1980s 


•ONALiTY  Driven,  gung  ho 
ator 


STRENGTHS  Technical  smarts 

PERSONALITY  Soft-spoken, 
self-deprecating 
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tion  of  PowerTown,  a  long-planned  150- 
acre  headquarters  in  Georgetown,  Tex. 
He's  spending  millions  on  information 
systems  and  communications  geai',  laying 
the  gi'oundwork,  he  says,  for  a  multibil- 
lion-dollar  company.  He  says  the  push 
into  PCS  could  come  m  1998.  Other  insid- 
ers say  it  could  happen  this  summer. 

Kocher's  goal  is  to  avoid  the  opera- 
tional blowouts  that  plagued  him  at  Dell. 
In  1994,  as  Dell  fought^o  hold  together 
its  overtaxed  systems,  Motorola  Inc.  vet- 


ation  of  software;  And  Apple  may  prove 
more  of  a  rival  in  the  futiu'e.  On  Apr.  4, 
for  the  first  time  since  Power  set  up 
shop,  Apple  beat  the  doners  to  market 
with  Macs  featuring  the  fastest  chips.  ' 

Still,  Power  is  counting  on  gi'owi;h  in 
Macs.  It  recently  set  up  shop  in  Em-ope 
and  Japan  and  assembled  a  corporate 
sales  team,  and  it  hopes  to  i^eld  a 
portable  Mac  clone  soon.  Should  Ellison 
buy  Apple,  Power's  Mac  profile  could  get 
even  bigger.  Industry  executives  say  he'd 


make  to  tech-starved  Mac  customei 
but  one  poorly  conceived  PC  prodija'sl' 
could  quickly  lead  to  losses. 

Still,  no  one  is  inclined  to  coullMM 
Kahng  and  Kocher  out.  Power  repilffc'l 
sents  the  second  time  Kahng  has  help  dy 
launch  a  clone  industry.  A  decade  a^la'Pf 
he  designed  the  Leading  Edge  PC,  t\id^ 
fii'st  low-priced  alternative  to  IBM's  prwaiiif- 
uct.  The  consulting  career  that  followf  s  ses; 
left  him  with  a  ch'cle  of  powerful  friem 
Wliile  rivals  scrambled  for  memory  ch|  3[«rt* 


@  Even  though  Power  has  been  steadily  profitai's 


eran  Morton  L.  Topfer  was  brought  in  as 
co-('E().  Kocher  quit  soon  after.  "I  know 
from  experience,"  he  says,  "that  the  time 
to  prepare  to  be  a  $2  billion  company  is 
not  when  you're  a  $2  billion  company." 

The  many  obstacles  Power  faces  mean 
Kahng  and  Kocher  must  execute  almost 
flawlessly.  The  mai'ket  shai-e  of  Macs  and 
Mac  clones  has  fallen  ft'om  7.9%  in  1994 
to  a  projected  5.4%  tliis  yeai'.  Now,  Apple 
says  it  may  more  than  double  licensing 
fees,  which  one  investor  says  could  halve 
Power's  paltry  5%-  net  margins.  Worse, 
the  companies  disagi'ee  about  whether 
Power  has  rights  to  Apj^le's  next  gener- 


probably  focus  on  licensing  software  and 
sell  off  Apple's  hardware  units — and 
Kahng  says  Power  could  be  a  buyer. 

The  move  to  Windows,  whenever  it 
comes,  will  be  as  tricky  as  any  cui-ves 
Apple  might  throw.  Creating  a  niche 
among  the  hordes  of  PC  makers  is  a 
monumental  challenge.  And  Power  won't 
get  special  treatment  from  chipmaker 
Intel  Corp.,  as  it  has  ft-om  IBM  and  Mo- 
torola, who  see  it  as  an  ally  in  promot- 
ing their  PowerPC  chips.  If  there's  no 
IPO,  moreover.  Power  will  have  little 
margin  for  error  when  it  does  diversify. 
Power  has  been  able  to  sell  all  it  can 


in  1995,  Kahng  had  all  he  needed  than-tiital' 
to  ties  to  Korean  chipmaker  SamsuiiVFig 
Electronics  Co.  "Steve  is  veiy,  very  gqiijtcliai 
at  working  behind  the  scenes,"  sak  ifjiiie 
Kevin  Bohren,  president  of  Traveli-iimei 
Software  Inc.  and  a  former  Compjjfflfst 
Computer  Corp.  executive.  h'Sea 
His  new  No.  2,  Kocher,  made  his  mat  fm 
early,  as  a  top  salesman  foi-  Radio  ShJv  ie  di; 
at  age  24,  and  he  ran  most  of  Dell's  (~mu 
erations  before  he  quit.  Joining  strict  He  ( 
gling  Artisoft  seems  to  have  been  a  ir-ailie 
step,  yet  Kocher's  chaiism.a  is  undimm-:-  Ajtli 
He  has  persuaded  several  old  colleagip  ske ; 
to  take  pay  cuts  to  join  him  at  Pow'.sjiijQi 


i's  rapidly  putting  his  stamp  on  the 
■maker.  At  his  first  all-company 
ing,  the  roar  of  choppers  shook  the 

as  fatigue-clad  managers  ran  in, 
:ing  slogans  and  tossing  leaflets, 
g  slammed  down  a  gavel,  declaring: 

Cultural  Revolution  has  begim!" 
gave  the  floor  to  Kocher,  who  read 
gthy  letter  from  a  customer  1am- 
ng  Power's  service.  Kocher  then 
iuced  the  customer,  who  went  on 
laining.  "Everyone  was  expecting  a 
ah  session,  but  it  was  more  like 
canal,"  recalls  Kocher  happily.  He 
mported  a  trademark  gambit,  re- 


his  sleeves  and  show  people  the  way." 

Kocher's  flamboyant  leadership  makes 
him  a  foil  for  Kahng,  whose  reticence 
has  always  inspired  teasing.  Even  Pow- 
er employees  consider  him  fair  game. 
Marketing  manager  Mike  Rosenfelt  once 
decided  to  offer  Kahng's  Mercedes, 
which  had  240,000  miles  on  it,  as  a  boo- 
by prize  in  a  raffle.  "Whatever  it  takes 
to  give  a  good  show,"  shrugs  Kahng. 
At  January's  Macworld  trade  show. 
Power's  posters  portrayed  Kahng  as  a 
fierce  revolutionary  out  to  rescue  the 
Mac.  Techie  attendees  ate  it  up.  At  an 
after-hours  pai'ty  featuring  singer  Lyle 


wealthy.  He  and  his  wife  of  many  years, 
Choongja,  own  a  sprawling  home  down 
the  street  from  such  industry  luminaries 
as  Intel's  Andrew  S.  Grove.  Yet  Kahng, 
who  contr'ols  28%  of  Power,  is  famous 
for  thrift — witness  his  aging  Mercedes. 
And  since  moving  Power  to  Austin  in 
1995,  he  has  lived  most  of  the  time  in  an 
apartment  ther-e.  (Kocher  has  invested 
$1  million  in  Power  since  he  joined.) 

To  get  the  IPO  that  will  let  them  pro- 
ceed aggressively,  Kahng  and  Kocher 
must  show  that  Power  can  succeed  be- 
yond the  Mac  market.  Vice-Chairman 
Torresi  says  the  key  is  not  selling  Win- 


[e's  woes  have  repeatedly  torpedoed  IPO  plans 


ig  staffers  to  wear  fatigues  every 
ly,  "Fight  Back  for  the  Customer" 
[ie  charges  staffers  $1  a  minute  if 

come  late  to  meetings  and  $2 
'  time  their  cellular  phones  ring, 
cher's  needle  seems  stuck  on  "mo- 
j."  Second  wife  Anne  Marie,  once 
;  government  sales  chief,  recalls 

he  discovered  that  her  adoles- 
son  was  a  lackadaisical  basketball 
r.  He  drilled  the  boy  an  hour  a 
mtil  he  made  the  freshman  team. 
/,  Anthony  is  an  animal  on  the 
,"  she  says.  "That's  what  makes 
30  unique:  He's  willing  to  roll  up 


Lovett,  Kahng  drew  thunderous  ap- 
plause after  mumbling  an  intr-oduction, 
hesitantly  shaking  his  fist,  and  softly 
intoning:  "Fight  back  for  the  Mac!" 

However  mild-manner'ed,  Kahng  is 
focused.  When  he  moved  to  the  U.  S. 
fi'om  Kor'ea  at  19,  he  alr-eady  hoped  to 
r'un  a  high-tech  company.  After  ear'n- 
ing  a  computer'-science  degr-ee  at  the 
University  of  Michigan  at  Ann  Arbor, 
he  headed  to  Silicon  Valley  as  an  IBM 
mainframe  engineer.  Technology  has  ab- 
sorbed him  ever  since.  Says  Kim:  "He 
only  sparks  up  when  you  talk  woi'k." 

That  singlemindedness  has  made  him 


tel  PCS  but  persuading  Wall  Str-eet  that 
Power  could.  "Readiness  is  very  impor- 
tant," he  says. 

Power's  not  quite  ready  yet.  While 
the  IPO  is  tentatively  scheduled  for 
May,  it  could  be  delayed  again,  say 
Wall  Streeters.  Notes  one  obser-ver: 
"Every  time  Power  wants  to  pull  out 
into  the  passing  lane,  they're  cover-ed 
with  black  smoke" — mor-e  bad  news 
about  Apple.  But  Apple  could  be  slow- 
ing traffic  for  some  time  to  come.  Soon- 
er or  later-,  Kocher  and  Kahng  have  to 
make  their  move. 

By  Peter  Burrows  in  Cupertino,  Calif. 


Introducing  the  powerful  Portege. 

Better  isn 't  always  bigger.  Take  the  new  lightweight 

Portege  660CDT  with  a  150MHz  Pentium® 
processor,  a  1.35GB  hard  drive  and  a  built-m 

Pentium- 

slimline  SelectBay™  that  allows  you  to  swap  a  CD-ROM,  floppy 
disk  drive  or  perhaps  an  additional  battery.  It's  Toshiba's 
ultimate   m   flexibility  and   usability  from    the  award- 
winning  Portege  line.  For  more  information,  visit  the 
Toshiba  Web  site  at  http:// computers,  toshiba  com,  or 
for  a  dealer  near  you,  call  T800-457-7777. 


In  Touch  with  Tomorrow 

TOSHIBA 


ISOMHz  PENTIUM  '  PROCESSOR 

Processing  power  and  PCI  architecture 
for  blazing  perfomiance, 

28.8Kbps  MODEM 

Stay  in  touch  and  be  productive  with 
a  buiit-in,  cellular-ready  28  8Kbps 
voice/fax  modem, 

^  DOCKING  STATION 

When  combined  with  either  Toshiba's 
Desk  Station  V  Plus  ot  NoteDock^'  11 
Enhanced  Port  Rephcator,  the  Poriege 
offers  expandability  with  the  comfort 
ol  desktop  computing. 

P-  run  MOTION  V!S>EO 

Zoomed  Video  technology  and  a  ZV  PC  Card 
provide  full-screen,  full-motion  video  without 
slowing  system  performance. 

►  III"  COLOR 

A  big,  beautiful  active-matnx  display 
provides  bnght,  colorful  images  at 
800x600  resolution, 

^  mx-  CD-ROM  ^ 

Built-in  slimline  SelectBay  allows 
you  to  use  either  a  CD-ROM, 
floppy  disk  drive  or  an  optional 
second  battery 


SIEMENS 


Siemens  invents  the  world's  first  electric  locomotive.  Introduced  at  a  world 
trade  fair,  it  carried  seated  passengers  at  speeds  of  up  to  ten  miles  an  hour 
and  held  the  promise  of  a  cleaner,  more  convenient  way  to  travel. 
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1997  This  is  now. 


Today,  Siemens  continues  to  lead  the  way  in  transportation  with  innovations 
in  everything  from  high  speed  trains  to  urban  mass  transit  systems  to  heavy- 
duty  locomotives.  Siemens  technology  now  enables  high  speed  trains  to 
connect  cities  at  over  200  miles  an  hour.  And  our  mass  transit  systems  carry 
millions  of  commuters  with  greater  comfort  and  convenience  all  across  the 
United  States  in  cities  such  as  San  Diego,  Sacramento,  Pittsburgh,  St  Louis 
and  Denver.  Transportation  Is  just  one  of  Siemens'  vast  array  of  technologies. 
And  It's  one  more  way  we  help  keep  America  on  the  move. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '97  Box  8003AP,  Trenton,  New  Jersey  08650 

Automation      Automotive  Electronics       Electronic  Components       Energy       Information  Systems 
Lighting  Systems        Medical  Systems        Power  Generation        Telecommunications  Transportation 

Visit  our  web  site  at  www.siemens  com  on  the  Internet 


Marketing 


N 


BRANDS 


A  CURIOUSLY  STRONG 
CAMPAIGN 

How  Leo  Burnett  turned  an  obscure  breath  mint  into  a  fad 


Seattle,  the  city  that  gave  us  over- 
priced coffee,  cyberbars.  and 
grunge,  is  now  gi'ound  zero  in  a 
miniboom  for  a  200-year-old  bi-eath  mint 
called  Altoids.  "If  someone's  doing  a 
mint,  it's  going  to  be  an  Altoid,"  says 
29-year-old  Eddie  Lloyd,  an  online 
graphic  designer  at  Seattle's  CapitolHill 
Internet  Cafe. 

Of  coiu'se,  fads  are  only  bom  in  Seat- 
tle. They  are  nurtured  into  full-fledged 
phenomena  with  careful  marketing  de- 
vised elsewhere — in  the  case  of  Altoids, 
the  Chicago  offices  of  ad  agency  Leo 
Burnett  Co.  Burnett's  quirky  ads  for 
the  "curiously  strong"  pepper- 
mints in  the  hinged  tin  box 
have  propelled  the  brand 
from  a  mai'ket  share  too  small 
to  detect  to  just  under  10% 
in  two  years.  Helped 
by    its  unusua 
ads,  Altoids  has 
made   the  risky 
leap  fi'om  under- 
gi'ound  local  fa- 
vorite to  nationa 
bi'and  wliile  keej)- 
ing  its  marketing 
machineiy  well  hie 
den.     The  funky 
packaging  says  "Made 
in  Great  Bi-itain"  but  includes  no  men- 
tion of  megamarketer  Kraft  Foods  Inc., 
which  owns  the  bi-and,  or  Isj-aft  parent 
Phili])  Morris  Cos. 

"CYNICAL,  SMART."  The  white,  thumb- 
nail-size mints,  which  originated  in 
Britain  as  a  cure  for  upset  stomach, 
built  a  devoted  word-of'-mouth  follow- 
ing among  the  heavy-smoking,  coffee- 
guzzling  Seattle  club  set  in  the  1980s. 
Still,  despite  impressive  sales  gains  in 
the  Northwest,  Altoids  were  barely 
knowm  in  the  rest  of  the  country,  and 
few  retailers  were  walling  to  give  the 
old-fashioned  bo.xes  shelf  space. 

Then  in  1998,  the  British  confectioner 
Callard  &  Bowser,  which  makes  Altoids. 
was  bought  by  Ki'aft.  Although  the  ob- 
scure mints  were  barely  a  bhp  on  the 
Kj-aft  radar  screen,  marketing  manager 
Mark  Sugden,  who  had  been  in  charge 
of  Altoids  before  the  merger,  was  sure 


the  brand  could  grow?.  After  all,  he 
had  read  the  gushing  three-,  four-, 
and  five-page  fan  letters  from  Al- 
toids lovers. 

In  1994,  he  persuaded  Ivraft  to 
liire  BmTiett  for  a  modest  campaign. 
Realizing  that  a  big  part  of  Altoids' 
cachet  was  the  product's  low  pro- 
file— and  limited  by  a  $1  million 
budget — the  team  rejected  the  con- 
ventional TV  commercials  used  by 
bigger  brands  such  as  Tic  Tac  and 
Certs.  Their  ads  had  to  publicize 
Altoids  without  making  them 
seem  too  mainstream.  "We  didn't 
want  to  betray  those  who  ab-eady 
were  committed,"  says  Sugden. 
"The  key  was  to  remain  consis- 
tent with  everything  it  stood  for." 

Burnett  came  up  with 
a  series  of  distinctive 
posters  that  ran  in  bus 
shelters,  subways,  and 
alternative  weeklies  in 
just  a  handftil  of  cities 
in  1995.  The  award- 
winning  seiies  includ- 
ed a  dominatrix  clad 
in  leopiU'd  prait  above 
the  tag  line  "Pleasure 
in  Pain"  and  a  figure  in  a 
Mivtr  spacesuil  holding  an  Altoids  tin. 
"We  were  talking  to  a  cynical,  smart, 
cutting-edge  audience,  and  nothing 
mediocre  was  going  to  sell,"  says  Bur- 
nett Creative  Director  Steffan  Postaer. 
Last  year,  the  budget  was  bumped  up 
to  more  than  $7  million,  and  the  cam- 

ALTOIDS  SHOWS  ITS  MUSCLE 


BREATH  SAVERS 

i 

TIC  TAC 

1  I 

CERTS 
ALTOIDS 
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RICOU 


TOTAL 
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60 


0       15       30  45 
▲  MItUONS  OF  DOtLARS 

•FOR  52  WEEKS  ENDED  MAR  2,  '97  EXCLUDES 
CONVENIENCE-STORE  SALES 

DATA  INFORMATION  RESOURCES  INC, 


paign  reached  most  urban 
markets.  One  exception:  Seattle,  wh 
mai'keters  feai'ed  even  then-  ironic,  K 
ads  would  ahenate  Altoids'  original  co 
tercultm'e  customers. 

Ki'aft  declines  to  break  out  sales, 
in  the  $237  million  breath-fi-eshener  ( 
egory,  Altoids  has  been  the  star  f- 
fomier,  according  to  market  research! 
Information  Resources  Inc.  in  ChicJi" 
iRi.  wliich  tracks  sales  in  big  chains ; 
drugstores,  figures  Altoids  rocke 
ahead  by  almost  a  third  last  year, 
$23.2  milhon.  Adding  in  other  chani] 
such  as  convenience  stores  could  b: 
the  total  to  more  than  $40  miUion. 

Altoids'  success  has  brought  on  a  s)j 
of  copycat  competitoi-s.  At  least  five  ihijtj] 
ext]-a-strength  mints  have  been  unleasfl 
on  the  miu-ket  in  the  past  yeai".  Tlie  n" 
comers  readily  acknowledge  their  dSi'saj 
to  the  pioneer.  "With  the  success  ofli^f,,^. 
toids,"  says  Genit  J.  Verbui'g,  distribi" 
of  GeiTnan-made  Fresch,  '\ve  can  get 
shelf  space  we  couldn't  get  before."  Ik^j^^ 
Ki'aft  isn't  resting  on  its  laurels |l'  ^ ' 
plans  to  introduce  a  new  wintergr^ 
flavor  in  June  and  with  it  a  new-  ad  df 
paign.  How  big  can  Altoids  get  and  t 
be  cool"?  No  one  knows, 
Kraft,  the  company  behC 
such  brand  giants  as  Velv(i 
and  Jell-0.  finding  out  majla'l 
the  biggest  challenge. 
By  Pat  Weclisler  in  New  Ij 
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"The  toughest  job  in  the  world 
isn't  being  President. 


Its  being  a  parent." 


Every  day,  I  work  hard  to  meet  the  challenges  that 
)me  with  being  President  of  the  United  States. 

It's  a  tough  job.  But  there's  a  tougher  job  than 
nng  the  President.  It's  being  a  parent. 

With  drugs,  crime  and  other  problems  facing  our 
lildren  today,  it's  tougher  than  ever  to  be  a  good 
irent. 

It's  a  job  that  none  of  us  can  do  alone.  That's  why 
50  wonderful  organizations  have  come  together 

form  the  Coalition  For  America's  Children  —  to 
dp  good  parents  raise  good  kids. 


The  Coalition  knows  hundreds  of  ways  that  you 
can  help.  Whether  you're  a  young  adult  who  can 
serve  as  a  role  model  for  troubled  teens  or  a  retired 
person  who  can  supervise  an  after-school  program, 
the  Coalition  can  get  you  involved. 

To  find  out  what  you  can  do  right  in  your  own 
community,  contact  the  Coalition.  They'll  help  you 
find  a  role  that  fits  your  schedule  and  your  interests. 
Whether  it's  a  few  afternoons  a  week  or  a  few  hours  a 
month,  any  time  you  can  give  will  make  a  difference. 

Thank  you. 


COALITION  FOR  AMERICA'S  CHILDREN 


WE'RE  FIGHTING  FOR  THE  CHILDREN 

mmm  whose  side  are  you  on? 

WWW.KIDSCAMPAIGNS.ORG  •  1-888-544-KIDS 


'i^cii  mmm  whose  side  are  you  on? 
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Conquer  a  new  challenge. 

Dig  deep  within  yourself. 
This  spring,  join  TOUr  de  Cure— 
one  of  the  biggest  dlabeteS 
fundraising  events  in  history. 

Ride  and  raise  money  to  fight 
this  deadly  disease. 


a  cycling  event  of 

American  Diabetes  Association. 


Cliit 


YOU  CAN  MAKE  A  WORLD  OF  DIFFERENCE 


Sign  up  today,  call 

1-800-T0UR-888 

(1-800-868-7888) 

or  visit  us  at 
www.diabetes.org/tour 


What  does  it  take  to  become  a 
leadins  global  energy  company? 

In  Chinese  the  word  is  wisdom. We  l<now  because  we  recently  acquired  Consolidated  Electric  Power  Asia.  Awise 
business  move  that's  made  us  the  largest  independent  power  producer  in  Asia.  And  that's  impressive  in  any  language. 

SOUTHERN 

COMRANY 

http://www.southernco.com  -  -         Energy  to  Serve  Your  World^ 

©  1996  Southern  Company 
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CITIES 


MOTOWN  IN 
MOTION 


At  last,  the  Big 
Three  loosen  up 
their  wallets  for 
the  old  hometown 

It  was  a  phone  call  De- 
troit Mayor  Dennis  W. 
Archer  will  never  for- 
get. Chrysler  Chairman 
Robert  J.  Eaton  was  on  the 
line  ft"om  abroad  in  March, 
1995,  with  an  offer.  "We're 
going  to  build  an  engine 
plant,"  Eaton  said.  "Do  you 
have  any  interest?"  The 
mayor's  reaction:  "I  could 
have  jumped  through  the 
phone  to  say  thank  you 
very  much." 

Today,  constinction  crews 
are  hustling  to  complete  the 
$900  million  factoi-y  on  107 
industrial  acres  on  Detroit's 
dilapidated  East  Side.  For 
a  city  that  has  lost  40%  of 
both  its  jobs  and  population 
since  the  auto  industry's  glory  days  in 
the  1960s,  Chrysler  Corp.'s  investment 
represents  a  step  toward  revival.  And 
there's  more  to  come.  On  Apr.  9,  the 
auto  maker  amiounced  a  series  of  capital 
projects  that  will  bring  its  investment  in 
the  city  to  $2.1  billion. 


ergetic  mayor  as  their  catalyst,  the 
Three  and  other  corporate  heavywei^ 
finally  have  decided  to  repair  their 
mal  hometown. 

General  Motors  Corp.  is  movingi 
headquarters  to  the  riverfront  Real 
sance  Center.  The  fortresslike  comp] 
25%  vacant,  has  been  an  albatross| 
the  city's  office  market  since  it 
erected  in  1976.  A  branch  of  the  F| 
family  has  put  up  $70  million  along 
$40  million  from  Ford  Motor  CoJ 
build  a  downtown  footl 
stadium  for  the  Lioi 
right  next  to  Little  Cae^ 
pizza  magnate  Michael! 
itch's  new  baseball  park| 
the  Tigers.  And  local  ba 
have  anted  up  $1  billioil 
loan  commitments  for  bl 
nesses  in  Detroit's  fedj 
empowerment  zone. 

Motown's  corporatil 
could  have  poured  mj 
money  into  the  suburbs  i 
exurbs.  But  "frankly, 
are  embarrassed  that 
troit  has  deteriorated 
yond  any  other  Amer 
city,"  Chrysler's  Eaton  si 
The  Big  Three  wanti 
erase  the  negative  iml 

MAYOR  ARCHER  has  hei 

the  catalyst  in  changir, 
the  carmakers'  mindset 


Can  Detroit  save  itself?  The  city's 
144  square  miles,  among  the  most 
blighted  in  urban  America,  still  are 
pockmarked  with  stretches  of  ciumbling 
homes  and  abandoned  factories.  For  the 
first  time  in  decades,  though,  there  is 
hope  in  Motown.  With  an  ambitious,  en- 


Hope  For  Detroit? 


NEW  INVESTMENTS  ARE  FLOWING  IN... 

►  Chrysler  invests  $2.1  billion,  including  $900  million  for  an  engine  plant 

►  General  Motors  is  spending  $250  million  for  plant  improvements  and 
$72  million  to  buy  the  Renaissance  Center 

►  A  total  of  $505  million  in  private  and  public  funds  is  committed  for  pro 
football  and  baseball  stadiums  downtown 

...AND  SOME  VITAL.  SIGNS  ARE  IMPROVING 

►  Unemployment  rate  dropped  to  9%  last  year  from  16%  in  1993 

►  Real  estate  values  are  up  10%  in  some  neighborhoods 

►  Crime  rate  is  down  8%  since  1995 

DATA  BUSINESS  WEEK 


that  Detroit's  condition  I 
on  their  own  business 
They're  also  getting  pd 
erty  on  the  cheap:  Chrysler  receii 
an  $87  million  tax  abatement  for  itsf 
gine  plant,  and  gm  bought  the  Rer 
sance  Center  at  the  rock-bottom  pric 
$72  million. 

FRIEND  OF  BILL.  But  none  of  it  would 
happening  without  Archer,  a  55-y^ 
olcl  lawyer  and  former  judge  frier 
with  President  Clinton  and  well- 
nected  in  Democratic  circles.  Airher  I 
politician  who  has  won  CEOs'  trust,  I 
like  his  irascible  predecessor,  Coleri! 
A.  Young.  "The  previous  political  Ifl 
ership  was  extremely  difficult  to  ci  \ 
with,"  says  William  Clay  Ford  Jr; 
Ford  dii-ector  and  major  stockhold  i^,^^^ 
whose  family  owns  the  Lions.  AreL  |j. 
by  contrast,  has  aggi'essively  courj^ 
the  corporate  community. 

Ai'cher  is  emerging  as  one  of  the  w  m 
tion's  most  prominent  African  Ami 
can  politicos,  with  chances  to  becct 
Michigan's  first  black  governor  or  mi 
a  run  for  a  U.  S.  Senate  seat.  The  pjl 
uct  of  a  poor  Detroit  family,  he  taui"  ■"'l': 
in  the  city's  public  schools  while  f  ^tn: 


ml,  1|. 
■iicorin 
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FORGET  THE  CORKSCREW  ROLLER  COASTER  AND  THE  CENTRIFUGE  RIDE. 
NOTHING  TAKES  YOUR  BREATH  AWAY  LIKE  LOSING  A  MULTIMILLION-DOLLAR  LAWSUIT. 


Even  the  most  entertaining  business  needs  to  be  tully 
spared  tor  a  disastrous  event.  And  when  that  business 
small,  its  very  existence  can  be  threatened  by  inade- 
ate  or  Inappropriate  insurance  coverage. 

With  over  75  years  experience  in  managing  total 
irketplace  risk,  AIG  specializes  in  designing  the  kinds 
custom  coverages  that  companies  must  have  to  cope 
ccessfully  with  the  unexpected  and  the  unusual.  AIG 
s  experts  in  hundreds  ot  commercial  categories,  from 
iation  to  construction  to  restaurants. 


Whether  your  business  employs  100  or  10,000,  AIG  has 
the  insurance  and  hnancial  services  you  need. 

Services  like  corporate  accident  plans  tor  small  busi- 
nesses, equipment  breakdown  coverage  and  directors 
and  otticers  insurance. 

Most  important,  we've  got  top  tinancial  ratings,  so 
we'll  be  here  to  keep  3'our  business  trom  ■fWSQi 
that  downward  slide. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc ,  Dept  A,  70  Pine  Street,  New  York,  NY  10270 


Los  Angeles  to  Tokyo  in  30  seconds.  Direct.  No  connecting 
flights.  Simply  point,  click,  and  you're  on. 

Travel  America  Online. ..without  leaving  the  ground.  Take 
off  with  the  latest  international  news  on  business  and  finance.  Stay  current  on  currency.  With 
America  Online,  you  have  a  world  of  information  right  at  your  fingertips. 

There's  something  for  everyone  on  America  Online.  From  tracking  your  portfolio  to  exchanging 

e-mail  with  family  and  friends.  From  non-stop  sports 
action  to  unlimited  Internet  access.  From  breaking  news 
to  business  forums. 
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Plus  you  can  enjoy  BusinessWeek  Online.  Leaf  through 
the  magazine's  electronic  pages  for  global  business 
information  and  analysis  -  before  it  hits  the  newsstand. 
Even  interact  with  editors  and  newsmakers  online. 

Travel  the  globe  with  America  Online.  Because  it's  as  easy 
as  it  is  informative. 
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Simply  point,  click,  and  you're  ON 

Try  AOL  FREE  for  50  Hours.  caiiToday  1  -800-293-3600 
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g  law  school,  then  became  a  trial 
r  and  ultimately,  a  Michigan 
ne  Court  justice.  Now,  the  White 
"loves  him,"  says  an  Adminis- 
source.  He  passed  up  a  potential 
;t  post,  in  fact,  to  seek  reelection 
11.  "A  second  term  is  very  impor- 
)  solidify  all  the  things  we  have 
1,"  Archer  says. 

ng  Detroit  would  be  the  ultimate 
turnaround.  This  is  a  city  of  1 
people  that,  in  1993,  had  exactly 
ilding  permit  taken  out  for  a  new 
Businesses  fled  Detroit  in  droves 
he  years  because  of  high  taxes, 
a)  city  services,  frightening  crime 

:n  1993,  only  one 
mebuilding  permit 
vas  issued  in  the 
entire  city 


and  tense  race  relations.  Even 
lov/ntown  streets  are  eerily  va- 
t  night  and  on  weekends.  "I  was 
■  those  asking,  how  much  worse 
get?"  says  gm  Chairman  John  F. 
Jr. 

outlook  was  so  bleak  that  gm  in- 
say  the  giant  auto  maker  had 
to  uproot  its  Detroit  headquar- 
nd  move  to  suburban  Warren. 
;am.e  Ai-cher  In  private  practice, 
:gest  client  was  gm.  So  Smith  and 
Big  Three  execs  heavily  backed 
n  for  mayor.  And  once  he  took 
Archer  recruited  local  execs  for 
insition  team,  met  regularly  with 
;ss  leaders,  and  attended  auto 
and  Big  Three  events  that  Yoimg 
3t  interest  in. 

WCH.  Business  leaders  returned 
low  of  affection.  Smith  and  gm 
■hairman  Harry  J.  Peaix-e,  in  par- 
,  championed  the  pui'chase  of  the 
;sance  Center-  last  year  to  replace 
to  maker's  antiquated  headquar- 
1  another  part  of  town,  gm  since 
iveiled  plans  for  a  huge  atrium 
aterfront  park  at  the  RenCen  to 
ite  some  life  in  the  commercial 
•t.  "We  don't  have  a  downtown 
concedes  Ai-cher. 
vas,  of  course,  the  auto  industiy 
allowed  out  Detroit  in  the  first 
In  sweeping  layoffs  in  the  late 
gm  closed  three  major  factories  in 
vest  Detroit  that  employed  more 
,000  workers.  "When  those  plants 
it  just  about  closed  the  neighbor- 
"Jown,"  says  Carmen  Munoz,  co- 


Stuttering 
Didn^t  Silence 
His  Story* 


20/20's  John  Stossel  knows  news.  He  also 
knows  what  it's  Uke  to  deal  with  a  stuttering 
problem.  John  still  struggles  with  stuttering  yet 
has  become  one  of  the  most  successful  reporters 
in  broadcast  journalism  today. 

For  more  information  on  what  you  can  do  about  stuttering, 
write  or  call  toll-free: 


National  Stuttering 
Awareness  Week 
May  12-18 


Stuttering 
foundation 
OF  America 

3100  Walnut  Grove  Road,  Suite  603 

P,0  Box  11749  •  Memphi-,TN  38111-0749 

1-800-992-9392 


A  Non-Profit  Organization 
50  Years  of  Helping  Those  WJio  Stutter 
1947-1997 


iing  warms  the  heart  quite  like 


lile  developing  new  ways  for  friends  and  loved  ones  to 
press  their  affection,  Hallmark  Cards  fell  In  love  with  the 
sitiess  possibilities  they  discovered  on  the  Internet. 
Hallmark,  with  the  help  of  Giant  Step,  a  Microsoft  Site 
ilder  Network  member,  used  Microsoft  technology  to  build 
•rofitable  Web  site  that  customers  use  to  send  personalized 
rds  to  friends  via  e-mail,  locate  stores  carrying  ornaments 
d  colliectibles,  and  even  have  digital  reminders  sent  of  their 
portant  events.  At  the  same  time.  Hallmark  is  able  to 
llect  valuable  information  to  help  provide  their  customers 
th  ever  improving  products  and  services. 


Hallmark  is  one  of  many  companies  using  Microsoft 
technology  to  develop  Web  sites  where  customers  get 
information  and  get  in  touch  with  each  other.  The  question 
is  no  longer  whether  the  Internet  has  practical  business 
applications,  but  rather,  whether  your  company  is  making 
best  use  of  this  extraordinary  business  venue.  Take  a  look 
at  www.hallmark.com,  and  while  you're  there,  send  a 
greeting  to  someone  you  love. 

To  learn  more  about  how  Hallmark  and  others  are 
building  business  advantage  on  the  Web,  visit  us  at  the 
address  below. 


Microsoft 


Where  do  you  want  to  go  today?** 


www.microsoft.com/sitebuilder/webadvantage/ 
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Social  Issues 


owner  of  a  small  supplier  that  mjfi 
parts  for  engines  and  transmissions. it 
cording  to  census  data,  Detroit  is 
270,000  jobs  between  1960  and  19:l 
mostly  in  autos  and  related  busine* 

Bringing  those  jobs  back  will  rec]>' 
more  than  an  engine  plant  and  gm's  hj(i- 
quarters:  Detroit  needs  scores  of  sj- 
businesses  to  follow  the  auto  mali 
lead.  "There  is  more  land  and  space  tj; 
than  people  realize,"  says  Kathenn;; 
Beebe,  an  lu'ban  planner  who  directi 
citywide  land-use  task  force.  Ar(j: 
points  to  the  federal  empowennent  zi; 
which  gives  tax  credits  and  other  aif 
employers  in  an  18-square-mile  ai-ea,  ■ 
start:  The  scheme  could  create  as  irii 
as  9,000  jobs.  One  beneficiary  is  the  ! 
panic  Manufacturing  Center,  house 
a  fledgling  industrial  park  on  the  site 
onetime  gm  assembly  plant.  Mimoz'  (k 
pany  is  one  of  four  so  far  to  move  ii 

Empowennent  zones,  though,  aren 
of  the  few  remaining  federal  pr-ogir 
aimed  at  cities;  gone  are  such  de\  ei 
ment  levers  as  action  gi-ants  and  mh 
trial  revenue  bonds.  So  Ai'cher  is  deii 
mined  to  make  the  citys  private  sect 
partner  instead.  To  that  end,  he  ii 
verted  a  once  antagonistic  city  hall  in 
business-friendly  place.  After  inherit! 
$54  million  deficit,  he  balanced  the 
budget  in  the  1994-95  fiscal  year,  lei 
Standard  &  Poor's  Corp.  and  Moo 
Investors  Service  to  restore  Detr/; 
credit  rating  to  investment  gi-ade  s: 
year.  More  important,  he  has  triec; 
unsnarl  the  red  tape  that  used  to  m: 
developers  waiting  for  months  for  ic 
simplest  permit:  Before  Archer,  "t?'? 
was  no  confidence  you  could  get  thi»S 
done,"  says  Bernard  Glieberman,  a  saj 
lu'ban  developer  building  his  first  m 
dominium  projects  in  the  city. 
CASINOS  COMING.  On  the  surface,  4 
troit  doesn't  look  much  different  tha'it 
did  the  day  Aix-her  took  office.  The  i- 
diums  and  entertainment  venues  anit 
least  thi'ee  years  away.  Voters  appro -d 
thi'ee  casinos  in  Detroit  last  year,  biit 
will  be  months  before  Archer  e'ji| 
chooses  among  several  companies 
peting  to  bring  their  slot  machinesta 
Detroit.  Hoped-for  retail  shops  and  iw 
housing  dowitown  are  hard  to  envisn 
on  the  city's  barren  boulevards. 

Still,  boosters  insist  the  revival  is 
real.  "The  cynics  have  raled  in  this  tcii 
for  a  long  time,"  says  William  Clay  F?i 
Jr.  "But  people  hke  our  family,  thel- 
itches,  and  the  Big  Three  have  tlir 
money  on  the  line  now.  I  wouldn't  p| 
against  us."  That's  good  news  for 
troit,  since  it  won't  get  out  of  the  dij 
without  them.  j 
By  Bill  Vlasic  in  Detf 


uke! 


I  In  the  past  four  years,  he's  had 

two  promotions,  three  offers 


and  one  business  magazine. 


i-or  business  people,  change  is  a  way  of  life.  Yet  the  typical  BusinessWeek  reader  has 
subscribed  to  the  magazine  for  more  than  five  years,  spending  an  average  ot  nearly  1  '/2  hours 
reading  each  issue. 

These  6.7  million  reaclers  depend  on  Business  Week  to  deliver  the  timely  news  and 
insightful  intelligence  they  need  to  succeed  in  their  professional  as  well  as  personal  lives. 

Basically,  they  consider  Business  Week  a  must  read,  every  week.  And  for  advertisers,  that 
makes  it  a  very  intelligent  buy. 

For  information,  call  Bill  Kupper  at  (212)  512-6945,  or  e-mail  adsales(«!businessweek.com. 


BusinessWeek 


Beyond  news.  Intelligence. 
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STRATEGIES 


WILL  THE  GE  MAGIC 
WORK  AT  STANLEY? 

The  tough  new  CEO  will  cut  costs  first,  then  expand 


It  was  Jan.  14,  and  Stanley 
Works  had  spent  $1  million 
preparing  a  site  just  outside 
Denver  for  a  new  $10  million 
factory.  An  official  gi'oundbreaking 
ceremony  was  only  a  day  away. 
But  none  of  that  mattered  to  new 
Chief  Executive  John  M.  Ti-ani, 
who  thought  the  proposed  facility 
added  unnecessary  capacity.  Not 
yet  three  weeks  into  his  job,  Ti'ani 
decided  the  plant  had  to  go.  "I  told 
them  if  they  had  dug  a  hole,  to 
put  the  dill  back  in,"  he  says. 

Tough?  Stanley  execs  are  just 
getting  an  early  dose  of  the  medi- 
cine favored  by  the  52-yeai'-old  for- 
mer General  Electric  Co.  fast- 
tracker.  Trani  made  his  name 
transforming  ge's  once  sluggish 
medical-equipment  unit  into  one  of 
the  brightest  stars  in  John  F. 
Welch  Jr.'s  corjaorate  universe.  Im- 
mediately after  taking  over  the  GE 
unit,  Ti'ani  cut  $80  million  in  costs 
and  over  the  next  decade  boosted 
sales  from  $1.2  billion  to  $4  billion.  Now, 
he's  planning  an  overhaul  at  Stanley. 

Trani  has  his  work  cut  out  for  him. 
As  the  world's  leading  toolmakei;  Stan- 
ley Works  in  New  Britain,  Conn.,  is  an 
old-line  company  in  a  mature  industry. 
Close  to  thi-ee-quaiters  of  revenues  and 
81%  of  operating  earnings  last  yeai-  came 
from  tools — everything  from  screw- 
drivers to  industrial  tools  used  in 
auto  plants  and  elsewhere.  Al- 
though it  remains  the 
leader— with  20%  of  the 
:^]2  billion  global 
hand-tool  mar- 
ket— it  has  been 
buffeted  since 
1990  on  all  fi-onts. 
,,,  Low-cost  imports 
*  have  snatched  nearly 
'  25%  of  the  U.S.  mar- 
ket, aggressive  power- 
tool  makers  such  as 
'  Black  &  Decker  Corp. 
have  grabbed  customers, 
and  retailers  such  as  Home 


TRANI:  A  GE  star  ivitli  turnaround  credentials 


Depot  Inc.  have  squeezed  margins. 

Under  longtime  CEO  Richard  H.  Ay- 
ers,  Stanley  struggled  to  counter  these 
problems.  Even  an  extensive  restruc- 
turing launched  in  1995  had  little  im- 
pact. Sales  were  virtually  flat,  at  $2.67 
billion  for  1996,  while  operating  profits 
settled,  aftei'  several  rocky  years,  at 

WALL  STREET  CHEERS 
TRANrS  ARRIVAL 
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$251  milHon.  The  culprit,  says  one 
ey  manager  who  has  followed  the 
pany  for  years:  a  genteel,  counti 
atmosphere  at  the  154-year-old  con:| 
Adds  analyst  Richard  A.  Henderi 
Persliing  Investment  Research: 
ley  was  not  a  mismanaged  co: 
It  just  wasn't  managed  as 
tively  as  it  could  be." 

Indeed,  after  a  dovmti 
1995 — a  year  of  recon 
mand,  intense  compet 
and  high  raw-mat( 
prices — Stanley's  I 
cut  Ayers'  compensatk 
12%.  The  tlien -53-year-old  e 
tive  soon  announced  plans  t 
tire  early.  "I  think  he  kne^^fe 
could  not  take  the  companjdi 
next  step,"  says  Salomon  Broei 
Inc.  analyst  Ivy  Schneider. 
OPTIONS.  Although  Trani  was  w 
cited  as  a  possible  successc  t 
Welch,  now  61,  ge  insiders  seh 
was  out  of  the  running  by  it 
1996.  To  Stanley,  Ti-ani  seeei 
perfect:  an  executive  with  glai 
expeitise  who  had  already  di« 
one  turnaround.  "We  want  toioj 
better,  and  he  is  the  man  to  l^.f 
us,"  says  Edgar  R.  Fiedler,.  || 
Stanley  director  since  1976.  'j 

Wall  Street  appears  to  agree 
Despite  a  hefty  price  tag- 
Ti'ani  received  a  minimum 
salary  of  $1.5  million,  a  sign- 
ing bonus  worth  $10  milHon 
at  cuiTent  stock  prices,  and  a 
big   options   package — in- 
vestors  have  jumped  on 
Stanley's  stock.  After  languish- 
ing for  most  of  the  '90s,  its 
shares  have  risen  some  41%,  to 
roughly  38,  since  he  arrived. 

Now  Ti'ani  must  work  his 
magic.  With  plans  straight  out 
of  the  GE  playbook,  it's  no  sur- 
prise that  cost-cutting  is  his 
top  priority.  Although  Ayers  close 
factories,  mostly  in  the  U.  S.,  am 
the  payroll  5%",  to  19,000,  Trani 
more  closings  and  layoffs  are  in  s' 
His  aim:  to  turn  Stanley  not  only 
the  market  leader  in  each  product 
gory  but  also  the  low-cost  prodi 
"We're  not  playing  the  game  to  t 
the  middle  of  the  pack,"  he  says 

To  get  to  the  top,  however,  Trani 
surprised  some  on  Wall  Street 
plans  to  focus  on  the  U.  S.  Stanley 
tolled  his  global  experience  whe 
hired  him,  but  Ti-ani  downplays  for 
expansion.  "You  need  to  win  locallj 
fore  you  can  play  globally,"  he  says 
Ti-ani  plans  to  play  hardball  wit 
vals  in  a  fragmented  domestic  ma 


mi  _,S  WEEK  /  APRIL  21  1997 


We're  thinking  what  you're  thinking:  with  your  data,  there  s  no  such  thing  as 
safe  enough.  At  Imation,  we  understand.  We're  a  new  $2.2  billion  world  leader  in  information  and  imaging 
(NYSE  symbol:  IMN),  and  our  business  includes  the  former  Data  Storage  business  of  3M.  We  sell  more 
3.5"  branded  diskettes,  more  1/2"  tape  cartridges,  more  1/4"  and  Travan"  minicartridges  than  anyone 
else.  And  we  have  more  than  a  decade  of  leadership  in  optical  media  publishing.  If  you're  looking  for 
safety  in  numbers,  you  can't  do  much  better  than  that.  Call  1-888-466-3456  or  see  http://www.imation.com 
to  find  out  more  about  what  makes  Imation  a  WOrld   leader  in  data  Storage. 


We  added 
"miriivan'' 
to  the  Engjish 
language. 


Caravan 's  wide  stance 
and  independent 
front  suspension 
contribute  to 
its  car-like  feel. 


any  of  our  millions  of  owners 
have  told  us  they  chose 
Dodge  Caravan 
because  of  its  car-like  ride 
and  handling,  as  well  as 
available  comfort  features 
like  fully  reclining, 
contoured  seats. 


Caravan  not  only  offers  a  driver's  side  sliding  door 
it's  cleverly  designed  to  hold  both  sliding  doors  open, 
even  on  the  steepest  of  hills. 


44 


Car-like" 


:ame  from  you. 


We  went  to  great  lengths  to 
make  Caravan  quiet  ...all  the 
better  to  appreciate  its 
available  Infinity  Acoustic® 
ten-speaker  sound  system. 


WITHOUT  WITH 
ANTI-LOCK  ANTI-LOCK 
Hll\KES  BRAKES 


offer  separate  temperature  controls  for  both  front 
yassengers  to  help  you  avoid  heated  arguments. 


A  remarkably 
tight  turning 
circle  enhances 
maneuverability 
and  makes 
parking  easy. 


Every  Caravan  gives  you  the  safety  of  standard 
airbags  for  both  driver  and  front  passenger 


^  f\  t\  n  f\ 
I  u  u  u  u  u 


The  available  3.3L  and  3.8L  engines 
are  so  advanced,  they  can  run  100,000  miles 
before  a  scheduled  tune-up. 


Available  anti-lock  brakes 
and  traction  control 
give  you  extra  control 
when  braking 
and  steering  on 
slick  surfaces. 


nore  infonnation,  call  1 -800-4-A-DODGE 
ur  Web  site  at  http://www.4adudge.com 

^ar  your  seat  belt. 


Caravan  M  The  New  Dodge 


Congratulations  To  The  Winners 


As  the  most  successtul  business  magazine  m  the  world, 
we  know  what  it  takes  to  reach  the  top. 
That's  why  we're  extremely  pleased  to  congratulate 
Bud  Allm  on  a  tremendous  victory  at  the 
Second  Annual  American  Express  Invitational 
presented  by  Business  Week. 

We'd  also  like  to  congratulate  the 
54  Legends  ot  Baseball 

and  the 
78  Senior  Tour  Players 
who  made  the 
American  Express  hivitational 
presented  by  Business  Week 
the  crown  jewel  ot  tournaments. 


BusinessWeek 


Beyond  news.  Intelligence. 


Division  of  The  McGraw  Hill  (ymipamcs 
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i  lb  dominate, 
Viou  must,  firsl 
innouate. 


mier  Internet 
Netujorking 
cation 

enera!  Conference, 
St  Conference, 
5er  Conference,  two- 
itorials  and  Application 
ihops  all  add  up  to  the 
t  most  cost-effective 
0  arm  your  best  people 
mssion-cntical  Internet 
etworking  know-how. 
;  up-to-the-minute  infor- 
■T  you  can  use  now! 


Solutions  that  will  blow  the  doors  off  your  competition. 

Dominating  in  today's  global  marketplace  takes  more  than  just  guts  and  savvy.  It 
takes  cutting-edge  networks,  vital  intranets,  Web  solutions  and  more  to  grow 
sales  and  seoi/ice  customers.  NetWorld+lnterop,  the  world's  largest,  most  com- 
prehensive Internet  and  networking  event,  will  show  you  how  to  deploy  the  most 
advanced  Internet  and  networking  technologies.  Learn  in  just  days  exactly  how  to 
plan,  build  and  manage  the  "killer"  high-speed  networks  and  powerful  new 
Internet  and  intranet  solutions  your  business  needs.  To  dominate,  you  must  first 
innovate.  So  make  sure  you  and  your  people  get  to  NetWorld-i-lnterop  this  May. 


NETW^^RLD^NTEROP  97 

Where  the  enterprise  meets  the  Internet. 


Ma^^  5—9,  1997  •  Las  Uegas  Conuention  Center 

For  complete  event  details  visit  www.interop.com  today. 
Register  online  or  call  1-800-944-4629  or  1-415-372-7090. 


600+  Exhibitors 
and  IGGDs  of 
Kev  Products 

This  IS  your  chance  to  meet 
the  industry's  top  technology 

leaders,  test  drive  the  latest 
products,  network  with  more 

than  50,000  of  the  best  and 
brightest  pros  in  the  industry, 

and  get  real-world  answers 

to  your  toughest  questions. 
Compress  months  of  learning 
into  lust  hours,  only  at 
NetWorld-hlnterop  Las  Vegas! 


MAY  4-<^5  1997 
LAGUNA  NIGUEL,  CALIFORNIA 


rporate  crown 
wels 

in  common  -  they  leverage  information  better  than  their  competitors. 
Emerging  technologies  are  critical  to  business,  but  successful  IT 
executives  have  learned  that  information  is  the  center  of  the  enterprise. 
"Corporate  Crown  Jewels"  will  explore  how  to  position  yoiu"  company 
in  the  global  market  with  the  best  information  strategies,  the  most  ' 
powerful  technologies,  and  the  most  dynamic  applications. 

Join  Business  Week,  along  with  ClOs  and  top-tier  decision 
makers  of  the  nation's  largest  corporations,  to  discover  how 
corporate  champions  are  achieving  winning  results  by  building 
business  around  information.    '  |  • 

1    .  building 


infej 


onnation 


FOR  REGISTRATION  INFORMATION  ON 

CORPORATE  CROWN  JEWELS-BUILDING  BUSINESS  AROUND  INFORMATION 


please  call  800.821.1^29 


"mred  speakers 


SpecialAddress 

yte Address  dr.  warren  bennis  lance  b.  boxer 

.  ROBERTS,  JR.  Profissor  CIO 

mn  use  MCI 

'mimunicatiom  School  of  Business  Tekcommunicatons 
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Administration 


Corporation 


LARRY  GEISEL 

Sr.  VP,  Information 
Systems  and  CIO 
DR.  STANLEY  M.DAVIS  Netscape 
Noted  Author  and  Communications 
Business  Considtant  Corporation 


MAX  D.  HOPPER 

Max  D.  Hopper 
Assoaates 


ROBERT  D.  HUNTER 

President 

Standard  &  Poor's 
Financial  Information 
Services 

The  McGraw-Hill  Campania 


MCELHATTON 

and  President, 

Operations 

:hnology 

Card 

tional 

•rated 


DENIS  J.  O  LEARY 

Ex.  VP  and 
CIO 

The  Chase 
Manhattan 
Corporation 


MICHAEL  C.  RUETTGERS 

President  and  CEO 
EMC  Corporation 


MARK  RUSSELL 

Political  Humorist 
and  Commentator 


THOMAS  TRAINER 

VP,  Information 
Technology  and 
CIO 
Eli  Lilly 
and  Company 


WATTS  WACKER  PHIL  WHITE 

Resident  Futurist        President,  CEO  and 
SRI  International        Chairman  of  the  Board 
Infomnx 
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Personal  Business! 


EDITED  BY  EDWARD  C.  BAIG 

LIVING  IT  UP: 
THE  ELITE 
PRIVATE  CLUBS 


Ever  since  the  Du- 
tjuesne  Chib  opened  its 
duors  in  1873,  the  cap- 
tains of  industry  have  swag- 
gered thi'ough  them.  Tlu'ougli 
the  years,  the 
all-white,  all- 
male  likes  of 
Carnegie,  Frick,  Schwab,  and 
Mellon  have  been  succeeded 
by  lesser-known  chief  execu- 
tives and  entrepreneurs  of  all 
genders  and  colors.  But  still 
they  dine  and  talk  business 
in  the  handsome  brownstone 
quarters  of  the  legendaiy  city 
club  in  Pittsburgh. 

What's  remarkable,  per- 
haps, is  that  the  Duquesne 
and  many  other  pri- 
vate clubs  continue  to 
thrive  in  an  age  of 
egalitarianism  and 
fierce  competi- 
tion. Not  all,  of 
course,  have 
survived  the 
death  of  the 
three-Martini 
lunch  and  tax- 
deductibilitv  rules 


LEISURE 


that  once  favored  lavish 
business  spending.  Yet  the 
top  private  clubs  continue  to 
entice  the  rich,  the  power- 
ful, and  the  successful. 

Wliich  clubs 
are  tops?  To 
find  out,  John 
R.  Sibbald  Associates  Inc.,  a 
search  firm  specializing  in 
recniiting  club  managers,  siu'- 
veyed  5,000  general  man- 
agers, presidents,  directors, 
and  owmers  of  private  clubs. 
They  were  asked  to  rank  the 
"very  best"  clubs,  and  those 
that  are  the  "best  managed 
and  most  successful"  in  five 
categoiies:  city  clubs,  full-ser- 
vice countiy  clubs,  golf  clubs, 
athletic  clubs,  and  yacht  clubs. 
Although  some  clubs 
straddle  two  or 
three  categories, 
they  are  listed 
in  the  single 
area  in  which 
they  excel. 

Tiiith  be  told, 
it    would  be 
nearly  impossi- 


GREAT  ROOM:  The  garden  patio  at  Pittsburgh's  Duques] 


ble  to  survey  a  good  enough 
cross  section  of  the  members 
of  all  these  private  clubs.  But 
this  is  the  most  extensive  ef- 
fort. Many  presidents  or  di- 
rectors of  these  clubs  are 
members  of  other  clubs  or 
have  at  least  checked  out  the 
competition.  Many  of  the 
general  managers  have 
worked  for  several  of  them, 
as  well. 

The  grand  and  the  fa- 
mous— and  the  secretive — top 


TOP  Gin  CLUBS 


the  most-respected  lists.  1i 
Duquesne,  with  its  60  dini^ri  theii 
I'ooms  and  30  guest  rooii,s:liil)!, 
sits  atop  the  city  club  sceij»tto 
Atlanta's  opulent  Cherote  stak 
Town  &  Country  Club  wBipijto 
high  honors  as  the  best  coij-Sstil 
try  club.  Tucked  away  in  hmi 
Pine  Barrens  of  New  Jersf,;!  pre? 
the  impeccably  gi'oomed  Pi^y  sta- 
Valley  Golf  Club  earns  t^tueni. 
top  rank  among  private  gpltiow; 
clubs.  The  Atlanta  Athleit  to  j 
Club  and  the  Grosse  Poiiptteiii 
i  al  in 


NAME/LOCATION/FOUNOED 


COMMENTS 


NAME/LOCATION/FOUNDED 


COMMENTS 


I  Earl; 


1.  DUQUESNE  CLUB 

Pittsburgh  1873 

Legendary  club  where  Carnegie  dined; 
still  boasts  finest  cuisine 

6. 

CAPITAL  CITY  CLUB 
Atlanta  1883 

Pricey  $40,000  initiation  fee  includes 
country  club  membership 

2. 

CALIFORNIA  CLUB 
Los  Angeles  1888 

Strikingly  beautiful  witti  1,800  members 
and  a  $9,000  mitiation  fee 

7. 

UNION  LEAGUE  CLUB 

Chicago  1879 

Boasts  one  of  the  finest  art  collections  of 
any  private  club  in  the  world 

3. 

METROPOLITAN  CLUB 
New  York  1891 

Old  World  elegance  for  1,600  members; 
initiation  fee  of  $3,000 

8. 

CHICAGO  CLUB 

Chicago  186S 

The  meeting  place  for  Chicago's  business 
elite;  busy  for  breakfast  and  lunch 

4. 

PACIFIC  UNION  CLUB 
San  Francisco  1852 

A  bit  stuffy  and  staid;  has  the  fewest 
members — just  950 

9. 

UNIVERSITY  CLUB 
Chicago  1887 

Oxford  and  Cambridge  transplanted;  with 
$750  initiation  fee,  academics  dominate 

5. 

JONATHAN  CLUB 
Los  Angeles  1895 

Offers  3,200  members  downtown  locale 
and  a  beach  club 

1Q  MINNEAPOLIS  CLUB 
Minneapolis  1883 

Nearly  as  English  as  Boodles,  it's  the  club 
biest  of  city  clubs,  with  1,100  members 
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aunt  of  Carnegie  and  Mellon 


Club  take  the  No.  1 
in  their  categories  of 
e  clubs. 

•e  than  bragging  rights 
it  stake  here, 
^ng  to  the 
:\uh  still  ^^^'^ 
s  a  mea-  A*i^^ 
3f  pres- 
nd  sta- 
1  mem- 
;t  allows 
3  to  the 
joweiful  and 
;ted  in  a  com-  ~— — 
/—great  for  con- 
angry  lawyers,  bankers, 
)-hunters — and  it  pro- 
a  way  to  impress  out- 
m  visitors  and  clients, 
as  important,  private 
remain  a  comfy  retreat 
the  day's  pressures,  a 
to  meet  friends,  enjoy  a 
or  meal,  or  just  read — 
without  the  inconve- 
3S  of  today's  crowded 
;rvice-less  culture, 
bs  offer  exclusivity, 
codes,  and,  more  often 
not,  Old  World  ambi- 
To  enter  any  of  the  top 
ubs  is  to  step  back  into 


a  past  when  guests 
repaired  to  the 
smoking  room  to 
enjoy  a  fine  cigar 
and  a  single-malt 
Scotch. 

For  the  travel- 
ing executive,  pri- 
vate clubs  offer 
some  added  advan- 
tages. Besides  le- 
gions of  friendly 
stalfers  often  likely 
to  know  you  by 
name,  clubs  provide 
a  homier  feeling 
when  you're  on  the 
road,  as  well  as 
more  comfortable 
meeting  rooms. 
That's  why  more 
than  a  thiixl  of  the 
Duquesne's  mem- 
bership is  from 
outside  the  area. 
Better  yet,  most 
clubs  lower  their 
fees  for  nonresi- 
dents, making 
some  of  them  com- 
petitive with  full- 
service  luxury  ho- 
tels. The  Atlanta 
Athletic  Club's  $40,000  initia- 
tion fee,  for  instance,  is  just 
$6,000  for  all  members  who 
live  outside  a  75-mile  radius 
of  the  club.  Such  re- 
duced rates  make 
memberships  an 
attractive  idea 
for  out-of- 
towm  profes- 
sionals who 
regularly  vis- 
it a  city. 

Like  most 


TOP  GOLF  CLUBS 


NAME/LOCATION/FOUNOED 

1.  PINE  VALLEY 
Clementon,  N.J.  1913 

2.  AUGUSTA  NATIONAL 
Augusta,  Ga.  1933 

3.  SHINNECOCK  HILLS 
Southampton,  N.Y.  1891 

4.  BALTUSROL 
Springfield,  N.J.  1895 

5.  WINGED  FOOT 
Mamaroneck,  N.Y.  1921 


DETAILS 


No.  1-ranked  course  tucked  away  in 
Pine  Barrens  with  rustic  clubhouse 


Home  of  the  Masters,  this  72-par 
6,905-yard  course  is  the  most  famous 

Homey  clubhouse  built  in  late  1800s 
and  outstanding  70-par  course 


With  1,100  members,  club  has  three- 
year  waiting  list;  2  par-72  courses 

Boasts  not  one  but  two  courses 
among  the  world's  top  100 
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of  the  city  clubs  on  the  list, 
the  Chicago  Club  is  a  bit 
stuffy  and  staid,  with  fusty 
old  portraits  that  hang  in 
the  high-ceilinged  eating  sa- 
lons. "We  frown  on  busi- 
ness documents  in  the 
dining  room,"  allows 
Frank  Stover,  general 
manager  of  the  club, 
whose  members  include 
AT&T  President  John  Walter 
and  most  of  the  big-company 
CEOS  in  Chicago.  "It's  safe 
and  quiet,  and  you  can  hide 
there,"  says  member  Fred 
Wackerle,  a  partner  at  the 
search  firm  McFeely  Wack- 
erle Shulman. 

OAKS  AND  OCEANS.  Still, 
these  posh  clubs  are  hardly 
fossilized  remnants  from  Jay 
Gatsby's  day.  The  Duquesne, 
for  example,  boasts  a  new 
health  and  fitness  center,  with 
a  staff  of  exercise  physiolo- 
gists. Membership  in  the  tony 
and  cavernous  New  York 
Athletic  Club  allows  one  to 


TOP  ATHLETIC  CLUBS 


NAME/LOCATION/  FOUNDED 

1.  ATLANTA  ATHLETIC  CLUB 

Duluth.Ga.  ISeS 

2.  DETROIT  ATHLETIC  CLUB 
Detroit  1914 


DETAILS 


Sprawling  complex  with  own  yacht 
and  country  clubs 

With  3,200  members,  it  has  its  own 
bowling  alley,  36  guest  rooms 


3.  MULTNOMAH  ATHLETIC  CLUB 
Portland,  Ore.  1891 


Has  an  old-time  city  club  feel 
and  gross  revenues  of  $14  million 


4.  NEW  YORK  ATHLETIC  CLUB 
New  York  1868 


5.  WASHINGTON  ATHLETIC  CLUB 
Seattle  1930 


Cavernous  club  off  Central  Park 
with  facility  on  Long  Island  Sound 

With  over  10,000  members,  it's 
always  busy;  has  130  guest  rooms 
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take  advan- 
tage of  an  el- 
egant retreat  35  minutes 
from  the  city  on  Ti-avers  Is- 
land in  Long  Island  Sound. 
There,  members  can  sail, 
swim,  or  imbibe  fine  wine. 

Moreover,  members  of 
these  private  clubs  can  par- 
take in  often  grand  and 
breathtaking  environments. 
The  clubhouse  of  the  Grosse 
Pointe  Yacht  Club  is  an  Ital- 
ian Renaissance-style  build- 
ing with  a  187-foot  bell  tower 
on  Lake  St.  Clair  that  has 
become  a  historic  landmark. 
The  expansive  approach  to 
Houston's  River  Oaks  Coun- 
try Club  is  lined  with  stately 
old  oaks,  draped  with  Spanish 
moss.  The  clubhouse  looks 
like  1600  Pennsylvania  Ave. 
And  Cypress  Point  Club  in 
Pebble  Beach,  Calif.,  provides 
golfers  spectacular  seaside 
holes  along  the  roaring  Pa- 
cific Ocean. 

The  exclusiveness  of  pri- 
vate clubs  also  means  that 
they  provide  comfort  far 
away  from  crowds  and,  as 
some  confess,  the  riffi'aff.  At 
the  Bob  O'Link  Golf  Club 
outside  Chicago,  there  are  no 
tee  times  and  only  235  mem- 
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Personal  Business 


bers.  At  the  Cherokee 
Town  &  Country,  it's 
possible  you  could  get 
a  snarling  waiter  "But 
it  seldom  happens 
twice,"  insists  Presi- 
dent John  Spiegel,  who 
says  all  letters  of  com- 
plaint are  cii'culated  to 
every  member  of  the 
board  of  directors. 

To  enjoy  such 
amenities  requires 
both  the  approval  of 
peers  and  wads  of 
money.  At  the  Chero- 
kee, which  has  2,500 
members,  the  waiting 
list  to  join  is  five  years 
long.  It  takes  a  full 
year  or  more  for 
prospects  at  Duquesne  to 
earn  approval — assuming,  of 
com'se,  they  have  the  wiitten 
support  of  five  members, 
boast  a  prestigious  pedigree 
and  don't  mind  paying  the 
$7,.500  initiation  fee,  $175 
monthly  dues,  plus  $55  a 
month  for  the  fitness  center. 
"Members  don't  recommend 
someone  who  fails  to  mea- 
sure up,"  insists  General 
Managei'  Mel  Rex. 
OUT  OF  REACH.  Most  clubs 
zealously  guBix]  members'  pri- 
vacy. The  result:  Many  clubs, 
especially  the  golf  clubs, 
refuse  to  provide  even  the 
most  innocuous  details  on 
theii'  membership  or  facilities. 
"If  you  want  to  be  private, 
you  have  to  act  private," 
says  Charles  Raudenbush, 
general  manager  of  the  top- 
ranked  Pine  Valley  Golf  Club, 
declining  to  divulge  how 


many  members  there  are. 

The  exclusive  policies  of 
some  of  these  private  clubs 
leave  many  of  them  still  very 
white  and  very  male.  It  was 
only  six  years  ago  that  the 
Baitusrol*  Golf  Club  in 
Springfield,  N.J.,  agreed  to 
accept  women  and  minority 
members  for  the  first  time. 
Club  managers  assert  that 
they  do  not  exclude  anyone 
based  on  race,  religion,  or 
sex,  but  diversity  rarely 
reigns.  Indeed,  the  screening 
process  and  membership 
costs  often  put  these  clubs 
out  of  reach  for  many  out- 
side the  Establishment.  "You 
have  to  have  a  good  bit  of 
money  to  enjoy  a  private 
club,"  says  Chris  Borders, 
general  manager  of  the  At- 
lanta Athletic  Club. 

Clearly,  costs  do  mount. 
The  initiation  fee  alone  for 


the  Los  Angeles  Country 
Club  is  $80,000.  Besides  an 
initiation  fee  of  $35,000  and 
annual  dues  of  $4,900,  the 
Baitusrol  Golf  Club  requires 
entrants  to  buy  a  $10,000 
club-issued  bond.  At  about  a 
third  of  the  golf  and  coun- 
try clubs — where  fees  are 
highest — members  can  re- 
trieve initiation  fees  when 
they  resign.  Sometimes,  they 
can  even  earn  a  premium  on 
the  sale  of  their  membership. 

Before  the  government 
cracked  down  on  business 
expenses  about  four  years 
ago,  many  corporations 
footed  the  bill  for  as 
many  as  three  or  four 
clubs  for  every  top  ex- 
ecutive. Most  companie 
have  since  cut  back  to  a 
single  club,  forcing  more 
executives  to  reach  into 
their  own  pockets.  Most 


clubs  requii'e  the  h| 
initiation  fees  ton 
paid  up  front,  j 
some,  such  as  the  t 
lanta  Athletic  Cluhj 
low  members  % 
spread  the  paym(| 
over  a  one-  or  t| 
year  period. 

The  cost  of 
memberships,  ml 
over,  may  have  littliy 
do  with  which  elui 
best.  Although 
nancier  David  1 
doch's  Sherwood  Ci ' 
try  Club  outside 
Angeles  may  have 
steepest  initiation  i 
at  $150,000,  it  di| 
make  the  top  70  ini 
Sibbald  survey.  And  man.J 
the  clubs  favored  by  sonu 
the  nation's  most  powej 
corjDorate  elite  ai'e  absent.! 
nancier  Jay  Pritzker's  W  : 
Who  entry  lists  him  as 
member  of  five  posh  Chics 
clubs,  including  the  Stanci 
and  the  Commonwealth,  | 
none  of  them  made  the  | 
10  list.  Ah . . .  but  there's! 
ways  next  time.  Meanwle 
the  best  clubs,  where  eai;i 
generations  of  business  till; 
dined,  are  stOl  quite  alive  i 
well,  thank  you.  John  By 


TOP  COUNTRY  CLUBS 


NAME/LOCATION/FOUNDED 

DETAILS 

NAME/LOCATION/FOUNDED 

DETAILS  i 

1.  CHEROKEE  TOWN  &  COUNTRY  Known  for  world-class  facilities  and 
CLUB  Atlanta  1956          up  to  five-year  wait  for  membership 

6.  THE  OLYMPIC  CLUB 

San  Francisco  1860 

Oldest  and  largest  with  4,700  mem-  I 
bers;  also  boasts  a  companion  city  cli'i 

2.  LOS  ANGELES  COUNTRY 
CLUB  Los  Angeles  1838 

Priciest,  with  $80,000  initiation  fee; 
most  famous  member:  Ronald  Reagan 

7.  ONWENTSIA  CLUB 

Lake  Forest,  IN.  1895 

 ^ 

One  of  smallest  clubs  with  only  500 
members;  in  old  Gothic  stone  buildin, 

3.  THE  COUNTRY  CLUB 

Brookline,  Mass.  1882 

Sprawling  club  with  1,300  members 
known  for  hosting  U.S.  Open 

8.  WOOOMONT  COUNTRY  CLUB 

Rockville,  Md.  1913 

Contemporary  clubhouse  with  1,400  ' 
members  and  steep  $70,000  initiatioi 

4.  RiVER  OAKS  COUNTRY  CLUB 
Houston  1923 

Long  driveway  leading  to  White  House- 
looking  clubhouse 

9.  GLEN  VIEW  CLUB 
Golf,  in.  1897 

Smallest  club  with  500  members;  clu| 
house  looks  like  a  college  building  I 

5.  HOUSTON  COUNTRY  CLUB 
Houston  1S08 

Invested  $5  million  in  new  kitchen; 
ballroom  with  gold-domed  ceiling 

10.WILMINGTON  COUNTRY  CLUB  Corporate-like  clubhouse  undergoing 
Wilmington,  Del.  1901        renovation;  1,250  members 
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POHCVMOIDER&  Wt  AR£  ENGAGED  IN  A  GREAT  MUTUAL  ENTERPRISE  IT  IS  GREAT  BECAUSE  IT  SEEKS  TO  PRE  VENT  CRI PPLINC  INIURIESAND  DEATH  BY  REMOVING  THE  CAUSES  OE  HOME  ITIGHWAV  AND  WORK  ACCIDENTS 


Liberty  Mutual  is  committed  to  reducing  the  impact  ol:  low  back  pain,  so  someone 
like  Joe  won't  miss  work,  or  the  occasional  piggyback  ride  with  daughter  Lisa. 
At  our  research  center  we  analyze  how  variations  in  bending  habits  can  affect  the 
risk  of  low  back  pain.  Our  research  has  led  to  innovative  products  like  Computaskr 
a  software  program  we  use  to  evaluate  workplace  tasks  and  help  recommend  ways 
to  ensure  that  Joe  and  daughter  Lisa  live  safer,  more  secure  lives. 

^     ,    ,  ,  ,      ,  LIBERTY. 

There  J  more  intorniation  nr  J  like  to  ^ihare.  So  plea.ie  eall  John  Ryan         MUTUAL  ' 
at  (617)  57-f-5S-l2  or  vLnt  oar  treh.'ile  at  http://u'ii-u:/ihertymatual.eoni     ^jie  jfeeJorn  of  Jjiher^ 


■  WMHDIH  1N0H  JO  SSSOVD  SHi  DNIAOWTM  AH  HXViQ  G  NV  S  3  !»  Ol  N I  ON  IT  J  J  HI  3  INTAjaj  Oi  SSITJS  11  TSnVDSa  iVTSD  SI  il  3SI>IJ>H1N3  ivninw  IVTSD  V  Nl  GJOVONB  3a  V  3A^  SaSGTOHADITOJ  UnO  H1IM<^ 


FOR  AO  RATES  AND  INFORMATION 

PHONE:  (312)464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO.  IL  6061  1 


I  111) 

^  Ml 


Technology  Guides 


Communications  •  Document  Management  •  Data  Warehousing 


Got  Questions?  Lefs  WEB. 

A  series  of  educational  guides  that  put  these  technologies  into  practical 
and  understandable  terms.  These  guides  are  available  FREE  to  read, 
download,  and  print  from  our  Web  Site. 

http://www.techguide.com 


Presentation  Equipment 


"Holy*@?o/o#!" 


ImagePro  "  7010 

LCD  dat;i/\  idt'd  pnijector 

VHl'.V.  sutt-MilcJ  rarrvuiff  iM.sc  uiili  |uircha 


Cigars/Accessories 


DELUXE 


CIGAR 

HUMIDORS 

As  low  as  $94.95* 

Sold  III  Klnivs  for  iii  er  $20(1  llll' 


Large  'Presidenlml  u  :i-  /i  iiliires: 

( jpatlU  nf  4»-WI  il;.;.us 

(hfrall  M/L-    III  1/2"  \  X  V-i  '  \  -i  1/2" 

I'rui'  SI2')i)i 

Standard  Execiitii  e'  size  fealares: 
Capacity  of  2t--(()  cijjars 
Ovtrall  si/e.  4  1/2"  x  H  1/4"  x  V 
I'ruc  ')i 

Both  sizes  include  ll>ese  features: 

•  lndividu;iily  eii^ravt-d  brass  piuit-  with  up 
1(1  ^  inilials  (no  extra  i.harj;c') 

•  Climes  compk'tf  with  mainlenancf 
instructions 

•  SpaJiish  (^edar  inner  lining 

•  \cciirate  Hyf^rometer  instrument 

•  l.redii  Kondo  llumisiat 

•  (lenuine  .Solid  .American  *alnul 


1-800-570-7318 

Shumsky  Humidors 
811  E.  Fourth  Street,  Dayton.  OH  45402 
•Sales  tax  applies  in  OH.  IN  and  FL 
Visa,  MC,  AMEX,  Discover  accepted 
Plus  $7.50  S/H 


Telecommunications  Services 


America's  Leading  Stand  Alone 


'One  Low  Rate*  17,5c/minute  •24hrs/clay 
•  No  Monthly  Fee  •  No  Surcfiarges 
•  Six-Second  Billing  Worldwide 
•  Low,  Flat  Int'l  Rates 


Voice 


Simply  Convenient 

1-800-789-5753  24  hrs/day  loll  Iree 
more  inio  http://wwvw  tel-world  com 


TELECOHFERENCm  A5  1o>vA» 


Thf  Bcsi  Katis  In  I  he  (..ouiitrv 


Reserve  Your  Next  Conference  Call  By  Calling 


1-800-778-MEET 

tittp  //wwvi/  eagle  net 


LONG  DISTANCE 
BLOWOUT! 

Low  Inter-,  intra-state  rates! 
Great  International  Rates! 
In-state  Calling  cards  under  10c! 

Restrictions  apply.  Bus./Res. 
Bus.  Local  Svc.  available  in  NYC! 

TBRC  800-739-0079 


Telecommunications  Products 


rflurarec 

For  the  real  world.' 


•  Compact  plain-paper  lax/copier 
•  EasyStart"  guided  software  setup 

•  Muratec  Film  Imaging'  -  clean,  dry:  fixed 
cost-per-printout 

•  20-page  automatic  document  feeder 

•  Built-in  automatic  switch  for  using  your  telephone 
artswering  machine 

•  1 10-sheet  cassette  holds  letter  or  legal-sized  paper 


Sale  Price  $399.00 
Savings  of  $50.00 


To  Order  Call  1-800/419-5015 

ImageMale  MX5000  Olfei-070! 


Internet  Services 


web  publishing 
multimedia  consulting 
http://vyww.blueskye.com 

I  -  888  -  CoolSkye 

(1-888-266-5759) 


WEB  DESIGN/HOSTING 

Want  To  Reach  Over  30  Million 
Customers?  Be  On  The  Internet. 

•  The  internet  is  the  future  of 
business  commerce 

•  Increase  your  sales- 

Get  started  for  as  little  as  $300 

For  more  informalion  call  INFOSAURUS.  Inc 

1-888-638-0463  (loinree) 
e-mail:sales@  infosaurus.com 


DOMAIN  NAME 


Reserve  your  name  today  (i  e. 
yourcompany  com)  on  the  Internet 
Registered  names  can  be  used  (at  any 

provider)  NOW  or  in  the  FUTURE. 
Registration  complete  in  24  hrs  or  less! 

Only  $45  -i-  NIC  fee 
Call  1-800/545-3662  or  register  at 
http://vi/ww. domainregistry.com 


FAX  BROADCASTING 
only  100  a  minute! 


To  the  U  S  from  anywhere  in  the  world  i 

Rates  per  nninule  to 

France        $0  39  Japan  $0  39 1 

Germany    $0  39  U  S  $0  10  • 

Hong  Kong  $0  59  U.K  $0  29' 


faXaWVay     L\nes  ope" 
 ^  ^AVioorsl 

Toll-free:  1.800.906.4FAX 

Tel  1206  3017000    Fox  1206  3017500 


Menswear/Fashion 


We  Specialize  In  Hard-To 
FindSizes...  AAA-EEEEE 
Widths.  Up  To  Size  16. 

Choose  from  a  wide 
selection  of  Men's  Dress. 
Casual.  Work  &  Athletic 
Shoes  You'll  find  top  brands 
like  E  T  Wright.  New  Balance.  Bostonian. 
Hush  Puppies  and  Wolvenne  And.  we  have 
the  best  guarantee  in  the  business' 
Ca  1-800-240-7463  loraFREEcata  og 


Executive  Shoes  OBpt.29n 


Investment  Services 


Safely  Guar 


*  12%  Rclu 


Itxcd  Malurillcs 
Lowest  Kl.sk,  Insured  Prol 

AMV.  l-}{()0-457-5oi 


Computer  Supplies! 


pi 


P  Batteries  &  Tools  Fo  « t 
I  Mobile  Professional 

I    t -ill  now  for  vniir  ri'l  I  !  ■■■-'■oi '-fliii. 

il-SOfi  Batteries  " 

■      •    V'-^    ]  Salte«i-\  i  ivrh- ankle  Fioles' 

^  ^  "  www.800Balt6ries.(oi   


Computer  Equipment  


'r'mm 


HEWLETT-PACKAR 

Buy-Sell-Trade 

LASERJET  COLORPRO  DRAFr/MA!l 
DESKJET  DRAFTPRO  DESIGNJET 
ELECTROSTATIC  PLOTTERS     RUGGEDWI  jt  . 

HP  9000  workstations  &  Vectrai  sinjii 
Demo  &  Refurbished  Equipn-^t^jfjfjn 
Ted  Dasher  &  Associates  ■im 

41 17  Second  Ave  S  Birmingham.  AL  3'2-~- 
Phone  205/591-4747  Fax  205/591- -9 
800/638-4833  •  e-mail  sales@aashern  


Corporate  Gifts 


l600  Temporary  Tattoos  with  your  Log 
Just  $189.00  !!!  '  . 
or  2000  Tattoos,  Just  $299.00*1 . 

plus  $7  00  SSH  |CA  add  7  25%  Sales  la<):  ^ 

Customized!  Full  Color!  2"  X 


Send  your  sized:  color  logo,  or  artworti .  along 
a  check,  company  RO.  or  Visa  /  MC  »'  to 


Calico  Temporary  Tattoos 
315  Plantation  Way  •  Vacaville,  Ca  9 
Tel:  707/448-7072  •  Fax:  707/446-8 
Allow  4-6  »/eeks  for  delivery 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX;  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL  60611 


Business  Books/Audio  Tapes 


Corporate  Gifts 


^OKE  DURING  PRESENTATIONS? 


;tart  your  career  with  Speaking  Up:  A  Guide  for  Overcoming 
efrightin  Business  Meetings.  4  audiotapes  &  guidebook, 
eveloped  by  a  psychologist  with  hands-on  experience. 

Call  800-634-3973 


Publishing 


lORS  WANTED 

sidy  book  publisher  seel<s  manu- 
types:  fiction,  non-fiction,  poetry, 

ivenile  and  religious  works,  etc, 
32-page  illustrated  booklet  W-  55 

rs  welcomed  Vantage  Press, 

I  SI.,  New  York.  NY  10001 


Corporate  Gifts 


TYOUR  PILLS  AGAIN? 

(/  Fobs'"  make  sure  you  won't! 
s  conveniently  in  beautifully 
stainless  steel  Pill  Fobs™, 
ght  &  waterproof  witti  Inandy 
ey  holders  attached, 
d  $19.95  •  fv/lagnum  $24.95 
lOlds  small  nitro  bottle)  $25.95 
/info  call  1-800-332-0337 

;  s/h  (Visa/MC/Discover/checks) 


EXTERMINATOR 


T 


io%  Termination 

ist  conversation  piece 
really  works!  $X4-9S 
1  800  594  8683 


trial/Home  Products 


!iective 

LY  DURABLE 
ACIDS.  RUST,  ROT 
E  AND  INDUSTRIAL  USES 
lOOFS  AND  SEALS  .  ..^^^^ 

CHURE  AND  FREE  SAMPLES  /  COl(  j 
•2164  FAX:  908-364^109  '^^^.^ 


£tment  Publications 


COVER  HOW... 


an  beat  the  stock,  bond,  and 
res  markets  using  the  secrets 
nazing  Delta  Pkenomeiuin  " 
DESCRIPTIVE  BROCHURE 
l-lree  1-800-990-1120 


Consumer  Electronics 


Music  World 
Computer  World 

America's  Only  Catalogue  of  its  Kind! 

Receive  Our  FREE  Moil 
Order  (otologue  Now! 

212  pgs.  of  Top  Brand 
Nomes  in 

Audio  •  Video 
Computers 'Ponables 

Home  Office 
Music 'Video  &  More 
All  at  Disfount 

BN096 

Order  Toll  Free  24  Hours  A  Doy,  7  Doys  A  Week 

1-800-221-8180 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Free  catalog 'High  quality*  160  styles 


HITCHCOCK  SHOES,  INC. 

Dept  55D  Hmgtiam.  MA  02043 
1-800-992-WIDE 


Travel/Vacations 


PORSCHE  FEST '97 


Drive  Porsches  on  the  Autobahm  •  Tour 
the  Stuttgart  Porsche  factory  •  Ride  with  a 
professional  race  driver  •  Much  more! 
Octl3th-l8th  Fast  Lane  Travel  Jnc. 

Call  for  detaiK:    Telephone  301-984-1770 
Voice  Mail  301-770-4558 


Free  Resort 
Ratings  Booklet 


A  handy  reference  with 
60  straight-forward  resort  reviews. 
It's  yours  FREE  when  you  subscribe  to 

Timesharing  Today 

The  magazine  ttiat  helps  you  get  the 
most  out  of  vacation  ownership. 

Independent  viewpoint  •  Resort  reviews 
Articles  on  buying,  selling,  exchanging 
Investigative  reports  •  Industry  news 
Hundreds  of  classified  ads 
Must  reading 

Call  Toll  Free  1-888-463-7427 


THE  AMERICAN  PEWTER 

Award  Plate 

A  PRtStNTATION 

Of  Distinction  &.  Quality 

>(iur  coriMiriilc  or  (irf^^ini/iiUon  lofio 
III  «(ilil-|)lalf{l  pierced  brass. 
Iiiilividually  engraved  message.  $85 
plus  line-time  $25  loolmg  eosl.  In 
i|iKiiililies  the  price  is  as  low  as 
-4H-hour  delivery  i-?"" 
when  logo  Is  in  stock." 
l/.s'o  mciiliihlc  lor  weddings, 
anniversaries  and  special  events. 

•MUSEUM  MASTERWORKS- 
25  E,  Main  Street  •Rii'hm()nri.VA'2;!2 1 9 
800-44«-79fi«-l'a\  «04-(>48-0002 


Fine  Art 


FREDERIC  REMINGTON 

BRONZE  COLLECTION 

MOUNTAIN  MAN. ..$60 

"Lost  wax  casting" 

ALSO  SILVER  CASTINGS 
FOR  CATALOG 

Call:  1-800-521-3179 
Fax:  407-332-0531 

Henry  Bonnard  Bronze  Co 


World's  Largest  Bronze  Supplier 


DALI 

Collect  Rare,  Authentic 
Limited  Editions 
from  S  2500 
CALL  FOR  CATALOQ 

1-800-999 

or  (310)  798-1360 


Presentation  Equipment 


irS  ENOUGH  THAT 

YOU  CARRY 

The  WEIGHT  OF  AN  ENTIRE 

COMPANY 

ONrXpUR  SHOULDERS. 


For  more  information  about  the  world's  lightest,  most  portable 
laptop  projectors,  call  I '800-445-9396,  - 


LIGHT 

or  visit  our  site  at  wwui.lishtware.com. 


waTT^ 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  6061  1 


Franchising 


Neatly  Niched 


Craters  &  freighters  serves 
a  unique  market  niehe  hy 
custom  packing/crating  and 
shipping  freight  that  is  loo 
big  lor  UPS  and  too  small 
for  movers.  You  get: 
/  Loyal,  upscale  market 
/  Large  exclusive  territories 
/  Freight  discounts  &  cargo 
insurance  program  give 
you  the  competitive  edge 

-Call  Now- 
Prime  Icrrilories  still  available' 

Craters  & 
Freighters 

1-800-949-9931 


Franchise 

your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars, 
or  information  on  franchising. 

Francorp' 

Speclslists  In  Francr^lse  OeMelOpineni  BW 

^OO-FRANCmSIM^ 


Business  Opportunities 


Relax  and  Enjoy 
$350K+++  Annual  Profit 
Potential  From  Home!! 

$75K  Possible  First 
Few  Months... 

■  **Nominal  overhead 

+  *+80-87%  gross  profit  margins 

***Exciting  breakthrough  products 

***24  hour  support  system 

***No  employees   ***No  inventory 

***No  seUing  experience  required 

***Flexible  hours 

***Portable"Operate  anywhere  you 

have  fax  and  phone 
***One-time  start-up  less  than 

$10,000 

Financial  freedom  can  be  yours  within 
90  days!  Find  out  more  today: 

1-800-432-0018,  Ext.  5252 

Fax  207-767-1103 
FREEDOM  ASSOCIATES 


Business  Services 


INCORPORATION 


•  FREE  Information 

•  All  50  States  and  Offshore 

•  Reliable  Service  and  Lx)w  Prices 

Corporate  Creations^ 


rpc 

http:7/www.corpcreations.com 
800-672-9110  •  Fax  305-672-9110 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and 
Equipment  LeasesUom  $1,000  to 
$10  million.  No  co-brokering.  Work 
directly  w/National  Lenders. 
Unlimited  earnings  potential  and 
residual  income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1-800-336-3933 

^  The  Loan  Consultants,  Inc.  . 


Personal  Checks 

with  the  purchase  of  600 

,5-Ti)-A-P(ii;f  Busiiicsi  Clu'djs 

only  ^29^^+  S&H 
(Offer  good  thru  12/31/97) 

1-800-239-4087 


RESEARCH  REPORTS 


■  20,000  ACADEMIC  TOPICS  AVAILABLE! 

I  Send  $2  for  the  290  page  catalog. 

I  Cusloiv-wriiten  leporls  also  available 

.  RESEARCH  ASSISTANCE 

'  1 1322  laaho  Ave  ,  #206BF 

I  Los  Angeles,  CA  90025 

I  TOLL  FREE  HOTLINE:  800-351-0222 


http://www.research-assistance.com 


Education/lnstructioj 


University  Degfr^ 


Approved  Self  Paced  Home  i* 
Associate  Bachelors  Masters  Dion  

Emphasis  In:  Business  Admin.  Public  \f  V 
Health  Care  Admin,  Human  Resok^^^ 
Finance.  Int'l  Business,  Tech  Mgmlst— — 
Paralegal,  Psychology,  Computer  S(|'« 
http://www.scups.edu 
Email:  enroll@scups.edu| 
1-800/477-2254  (24  hrs)  , 
Southern  California  Unlversi  ■<'^ 
for  Professional  Studies 


1840  E.  17  St-BW,  Santa  Ana,  CAt« 


Jiio  inii 


INVEST  IN  YOU 


CWIIdl 


Your  VALUE  Is  Whal  You  Knov 
Approved  BS's  and  Masters  in  Busini 
Engineenng  Through  Distance 


cm 


16909  Panhenia  Street.  North  Hills.  CA  4i,||j|j  , 
For  Catalog  Call  1-800-782.2^ 
Web  Site:  http:  //www.cnuas.A 

hill  MI! 


W^SiBYDlSTMtCE 

Major  British  university  offers  accreaited  Mj 
Bacfielor's  or  GMAT  neerJed  Chosen  by  El 
Intelligence  Unit  as  one  of  worlrJ's  best  MBApri 

HERIOT-WAn  UNIVERSITY  I  (800)  MBA^i 
North  American  Oislribulor  I  «•  Ask  for  ^21s 
6921  Stoci^ton  St,  Suite  2,  El  Cerrito,  CAS'jjRJiii.ri 
For  immediate  FaxBack  literature:  froirM 
fax  mactiine's  phone,  call  (510)  k 


ADVERTISE  IN  THE 
BUSINESS  l/l/EE/C  MARKETPLACE  AND 
REACH  OVER  6  MILLION  RESPONSIVE  READERS!! 

The  next  Marketplace  section  closes  on  April  24th. 
For  rates  and  information  contact: 

Business  Week  Marketplace 
500  North  Michigan  Avenue 
Suite  2010 
Chicago,  IL  60611 
Phone  312-464-0500 
Fax  312/464-0512 


?icss  of 


'eioiies 
:  fiiintk 


siness  Week  Index 


UCTION  INDEX 


PRODUCTION  INDICATORS 


ge  trom  last  week:  0  0% 
ge  trom  last  year;  5.2% 


PRODUCTION  INDEX 

Mar.  29=122.2 
  1992=100   


Apr.  Aug.  Dec  Mar. 

1996  1996  1996  1997 

dex  IS  a  4-week  moving  average 

Dduction  index  was  fiat  for  the  week  ended  Mar.  29.  For  all  of  March, 
lex  was  unchanged  at  122.2.  The  index  has  been  revised  to  reflect  the 
lark  revision  to  the  Federal  Reserve's  index  of  industrial  production  and 
mponent  weights.  Historical  data  are  available  at  Business  Week  Online 
://www. businessweek.com  or  on  America  Online  at  keyword,  bw.  Look  for 
iduction  index  on  the  current  issue's  table  of  contents. 


clion  index  copyright  1997  by  The  r^cGraw-Hill  Companie 


ING  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

[  PRICES  (4/4)  S&P  500 

757.90 

757.12 

15.7 

IRATE  BOND  YIELD.  Aaa  (4/4) 

7.71% 

7.63% 

4.0 

TRIAL  MATERIALS  PRICES  (4/4) 

105.9 

106.2 

-3.8 

ESS  FAILURES  (3/28) 

NA 

NA 

NA 

ESTATE  LOANS  (3/26)  billions 

NA 

NA 

NA 

r  SUPPLY,  M2  (3/24)  billions 

$3,880.2  $3,877.2r 

4.4 

1  CLAIMS.  UNEMPLOYMENT  (3/29)  ttious 

314 

313 

-22.1 

;s:  Standaid  &  Poor's,  Moody's,  Journal  of  Commerce  (inde 
itreet  (failures  of  large  companies),  Federal  Reserve.  Labor 

X:  1990=100),  Dun 
Dept 

EREST  RATES 

lAL  FUNDS  (4/8) 

LATEST 
WEEK 

5.34% 

WEEK 
AGO 

6,18% 

YEAR 
AGO 

5.07% 

lERCIAL  PAPER  (4/9)  3-nnonth 

5.69 

5.71 

5.41 

FICATES  OF  DEPOSIT  (4/9)  3  month 

5.70 

5.70 

5.37 

MORTGAGE  (4/4)  30-year 

8.30 

8.21 

7.99 

STABLE  MORTGAGE  (4/4)  one  year 

6.04 

6.02 

5.76 

:  (4/4) 

8.50 

8.50 

8.25 

!S:   Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (4/5)  thous.  of  net  tons 

2,150 

2,149# 

4.3 

AUTOS  (4/5)  units 

111,089 

108,675r# 

0.5 

TRUCKS  (4/5)  units 

112,933 

100,428r# 

11.4 

ELECTRIC  POWER  (4/5)  millions  of  kilowatt-hrs. 

55,754 

56,950# 

0.7 

CRUDE-OIL  REFINING  (4/5)  thous  of  bbl  /day 

14,338 

14,290# 

3.4 

COAL  (3/29)  thous.  of  net  tons 

21,395# 

21,344 

2.7 

LUMBER  (3/29)  millions  of  ft. 

486.4# 

509.9 

3.1 

RAIL  FREIGHT  (3/29)  billions  of  ton-miles 

27.4# 

27.9 

1.1 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept  ,  WWPAi,  SFPA2,  Association  of 
American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (4/9)  $/troy  oz. 

347.800 

351.050 

-11.8 

STEEL  SCRAP  (4/4)  #1  heavy,  $/ton 

136.50 

136.50 

-2.2 

COPPER  (4/4)  e/ib. 

115.0 

119.8 

-1.8 

ALUMINUM  (4/4)  e/ib 

78.5 

79.3 

1.9 

COTTON  (4/5)  strict  low  middling  1-1/16  in.,  e/lb 

68.82 

69.67 

-18.3 

OIL  (4/8)  $/bbl. 

19.05 

19.95 

-17.2 

CRB  FOODSTUFFS  (4/8)  1967=100 

243.65 

245.32 

0.7 

CRB  RAW  INDUSTRIALS  (4/8)  1967=100 

333.88 

337.92 

0.7 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metal. 
market,  NYMEX,  Commodity  Research  Bureau 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (4/9) 

126.74 

122.72 

108.46 

GERMAN  MARK  (4/9) 

1.72 

1.67 

1.50 

BRITISH  POUND  (4/9) 

1.62 

1.64 

1.51 

FRENCH  FRANC  (4/9) 

5.80 

5.63 

5.09 

ITALIAN  LIRA  (4/9) 

1699.3 

1659.0 

1571.0 

CANADIAN  DOLLAR  (4/9) 

1.39 

1.39 

1.36 

MEXICAN  PESO  (4/9) 

7.884 

7.939 

7.483 

TRADE-WEIGHTED  DOLLAR  INDEX  (4/9) 

106.6 

104.6 

97.5 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U  S  dollar, 
except  for  British  pound  in  dollars.  Trade-weighted  dollar  via  J.P  f^organ 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
ent.   l=Western  Wood  Products  Assn,       2=Southern  Forest  Products  Assn,         3=Free  market  value       NA^Not  available       r-revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


UWER  PRICE  INDEX 

ay,  Apr.  15,  8:30  a.m. edt^  Con- 
prices  of  goods  and  services  proba- 
:reased  a  small  0.2%  in  March,  says 
Bdian  forecast  of  economists  surveyed 
5  International,  one  of  The  McGraw- 
jmpanies.  Prices  rose  0.3%  in  Febru- 
xluding  food  and  energy,  the  core 
Tier  price  index  w/as  likely  up  0.3%  in 
,  on  top  of  a  0.2%  gain  in  February. 

lESS  INVENTORIES 

ay,  Apr.  15,  8:30  a.m. edt>-  Invento- 
5ld  by  manufacturers,  w/holesalers, 
:tailers  likely  increased  0.3%  in  Feb- 
Factories  already  have  reported  a 
gain  in  their  stock  levels,  but  the 


sharp  increase  in  consumer  demand  last 
quarter  suggests  that  retail  inventories  v^rere 
drawn  down  in  February.  In  January,  busi- 
ness inventories  were  up  just  0.1%. 

HOUSING  STARTS 

Wednesday,  Apr.  16,  8:30  a.m. edt>-  The 
MMS  survey  projects  that  housing  starts 
slipped  to  an  annual  rate  of  1.46  million  in 
March,  after  surging  12.2%  in  February,  to 
a  1.53  million  pace. 

INDUSTRIAL  PRODUCTION 

Wednesday,  Apr.  16,  9:15  a.m.EDT^  Output 
at  factories,  mines,  and  utilities  probably 
increased  0.5%  in  March,  the  same  solid 
increase  posted  in  February,  says  the  mms 


report.  The  March  advance  is  suggested  by 
the  increase  in  hours  worked  in  the  factory 
sector.  Consequently,  the  average  operatmg 
rate  for  all  industry  likely  edged  up  to 
83.5%  in  March,  from  83.3%  in  February. 

INTERNATIONAL  TRADE 

Thursday,  Apr.  17,  8:30  a.m.EDT^  The 
trade  deficit  for  goods  and  services  proba- 
bly narrowed  to  $11  billion  in  February, 
after  jumping  to  $12.7  billion  in  January. 
Exports  probably  increased  slightly  after 
falling  for  two  consecutive  months.  And 
imports  likely  fell  after  advancing  2.2%  in 
January.  The  foreign-trade  sector  of  the 
economy  probably  subtracted  heavily  from 
growth  in  the  first  quarter. 


BUSINESS  WEEK  /  APRIL  21,  1997  159 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 


I 
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Sunday 

Is  executive  pay  out  of 
control?  Talk  with 
shareholder  activist  Nell 
Minow  and  BW's  Jennifer 
Reingold  on  whether  the 
performance  of  top  brass 
merits  their  millions.  Apr.  13 
9  p.m.  EDT  in  the  Globe 

Monday 

How  to  prevent  bankruptcy — 

and  what  to  do  if  it  comes — 

courtesy  of  Kent  Snyder  of 

the  American  Bankruptcy 

Institute.  Apr.  14 

8  p.m.  EOT  in  the 

BW  Enterprise  Chat  Room 

Thursday 

A  global  MBA  right  here  at 
home:  Students  from 
Thunderbird  answer  your 
questions  on  what  their 
school  is  like.  Apr.  17 
8  p.m.  EDT  in  the 
BW  Online  Chat  Room 


Jtanscnpts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  50  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 
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vestment  Figures  of  the  Week 
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U.S.  MARKETS 


Latest 


%  change 
Week  Year 


BEST-PERFORMING 
GROUPS 


Last 
month  % 


Last  12 
months  % 


ik change  1 -week  change 
1%  ■^1.4% 


lENTARY 

!saw  week  in  the  mar- 
with  stocks  climbing  for 

straight  days  before 
ig  sour.  The  Dow  Jones 
trie!  average  fell  45 
,  on  Apr.  9,  after  a  three- 
ally  in  which  the  market 
9cl  132  points.  The  ^pr.  9 
ff  was  sparked  by  Merck 
3ther  drugmakers.  Bond 

climbed  and  so  did  the 
r,  which  rose  to  a  55- 
\\  high  against  the  yen 
1  three-year  high  against 
lark.  Comments  by  Trea- 
Secretary  Robert  Rubin 
ed  the  dollar  rally. 


REST  RATES 


:asury  bond  index 

Oct.     Apr.  Apr.  3-9 


iek  change 


■  1445 
- 1435.20 


1-week  change 
-0.3% 


loomberg  Financial  Markets 


UAL  FUNDS 


otal  return 


I 


US  Diversified  M^.  All  Equitv 
52-week  total  return 


Dow  Jones  Industrials 

6563.8 

0.7 

19.6 

NASDAQ  Combined  Composite 

1249.4 

4.0 

12.6 

S&P  MidCap  400 

255.3 

2.5 

11.2 

S&P  SmallCap  600 

139.8 

3.4 

8.6 

S&P  SuperComposite  1500 

163.2 

1.6 

17.2 

SECTORS 

Latest 

%  change 
Week  Year 

Bloomberg  Information  Age 

231.4 

3.3 

17.7 

S&P  Financials 

86.6 

2.8 

32.5 

S&P  Utilities 

185.6 

-1.6 

-0.6 

250.8 

5.4 

23.3 

FOREIGN  MARKETS 

Latest 

%  change 
Week  Year 

London  (FT-SE  100) 

4292.3 

1.3 

14.2 

Frankfurt  (DAX) 

3359.5 

1.7 

34.2 

Tokyo  (NIKKEI  225) 

17,703.4 

-1.9 

-18.6 

Hong  Kong  (Hang  Seng) 

12,426.7 

2.4 

11.9 

Toronto (TSE  300) 

5798.7 

-0.9 

15.8 

Mexico  City  (IPC) 

3797.3 

2.2 

26.2 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1.92% 

1.94% 

2.19% 

S&P  500  P/E  Ratio  (Last  12  mos. 

20.1 

19.9 

18.7 

S&P  500  P/E  Ratio  (Next  1 2  mos.)*    1 6.0 

15.9 

NA 

First  Call  Earnings  Surprise* 

5.25% 

2.41  % 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

722.3 

720.0 

Positive 

Stocks  above  200-day  average 

56.0% 

56.0% 

Neutral 

Options:  Put/call  ratio 

0.6 

0.69 

Neutral 

Insiders:  Vickers  Sell/buy  ratio 

1.98 

2.04 

Positive 

Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 

Trucking  13.3  Semiconductors  79.5 

Restaurants  9.8  Savings  &  Loans  52.2 

Airlines  4.1  Invest.  Banking/Brkrge.  46.5 

Specialty  Printing  3.5  Oil  &  Gas  Drilling  44.4 


Genl.  Merchandise  Chains  1.5  Shoes 
WORST-PERFORMING  Last 


GROUPS 


month  % 


42.9 


Last  12 
months  % 


Hospital  Management 

Photography/Imaging 

Personal  Loans 

Tobacco 

Shoes 


-23.4  Gold  Mining  -31.2 

-16.3  Machine  Tools  -25.5 

-15.9  Broadcasting  -20.8 

-15.8  Engineering  &  Constr.  -19.3 

-15.3  Steel  -17.8 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

IBM 

136^/8 

-9V2 

MCI  Communications 

36^16 

-^16 

Mobil 

126V4 

Applied  Materials 

53  V2 

-V4 

Citicorp 

114^4 

-11^8 

3M 

84^8 

-7'/8 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Cisco  Systems 

55^/8 

2 

Intel 

146^^64 

1*/64 

Oracle 

39  V2 

3V2 

Atmel 

27  V2 

1% 

Cascade  Communications 

32  Vs 

4''/l6 

Gateway  2000 

58 '3/16 

1  "/16 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


MONEY  MARKET  FUNDS 

5.02 

5.01 

4.85 

90-DAY  TREASURY  BILLS 

5.22 

5.30 

5.10 

6-MONTH  BANK  CDS 

5.13 

5.13 

4.88 

1-YEAR  TREASURY  BILLS 

5.95 

5.98 

5.60 

10-YEAR  TREASURY  NOTES 

6.89 

6.88 

6.56 

30-YEAR  TREASURY  BONDS 

7.10 

7.08 

6.84 

LONG-TERM  AA  INDUSTRIALS 

7.61 

7.56 

7.41 

LONG-TERM  BBB  INDUSTRIALS 

7.96 

7.94 

7.84 

LONG-TERM  AA  TELEPHONES 

7.82 

7.77 

7.68 

BLOOMBERG  MUNI  YIELD  EQUIVALENTS 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 


assuming  a  31%  federal  tax  rate. 

10-yr.  bond 
Latest  Last 
week  week 

30-yr.  bond 
Latest  Last 
week  week 

GENERAL  OBLIGATIONS 

5.07% 

5.07% 

5.63% 

5.63% 

PERCENT  OF  TREASURIES 

73.59 

73.94 

79.29 

79.63 

TAXABLE  EQUIVALENT 

7.35 

7.35 

8.16 

8.16 

INSURED  REVENUE  BONDS 

■  5.24 

5.24 

5.89 

5.89 

PERCENT  OF  TREASURIES 

76.06 

76.42 

82.95 

83.31 

TAXABLE  EQUIVALENT 

7.59 

7.59 

8.54 

8.54 

EQUITY  FUNDS 


EQUITY  FUND  CATEGORIES 


^orningstar,  Inc. 


Leaders 

Laggards 

Leaders 

Laggards 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Merrill  Technology  A 

7.1 

IDS  Precious  Metals  B 

-18.2 

Latin  America 

-0.2 

Precious  Metals 

-11.7 

Rydex  Ursa 

6.2 

Invesco  Strategic  Gold 

-17.0 

Technology 

-0.2 

Health 

-8.2 

Amerlndo  Technology  D 

5.3 

Morgan  Stanley  Inst.  Gold  A 

-16.5 

Japan 

-0.4 

Financial 

-7.1 

GAM  lapan  Capital  A 

4.5 

Midas 

-16.4 

International  Hybrid 

-2.5 

Small-cap  Growth 

-7.0 

Morgan  Stan.  Inst.  Jap.  Eq.  A 

3.5 

Bull  &  Bear  Gold  Investors 

-14.9 

Diversified  Emerging  Markets 

-2.6 

Natural  Resources 

-5.9 

Leaders 

Laggards 

Leaders 

Laggards 

52-week  total  return 

% 

52-week  total  return 

% 

52-week  total  return 

% 

S2-week  total  return 

% 

Morgan  Stan  Inst.  Lat.  Am.  A 

58.5 

DFA  Japanese  Small  Co. 

^.3 

Latin  America 

36.8 

Precious  Metals 

-21.7 

Morgan  Stanley  Latin  Amer  A  57.2 

Steadman  Technology  Grth.  -^2.0 

Real  Estate 

33.0 

Japan 

-19.7 

Vontobel  Eastern  Europ.  Eq. 

50.4 

United  Svcs.  Gold  Shares 

^0.1 

Financial 

29.2 

Diversified  Pacific/Asia 

^.8 

Delaware  Pooled  Real  Estate 

46.0 

Fidelity  Japan  Small  Co. 

-38.1 

Large-cap  Blend 

17.5 

Pacific/Asia  ex-Japan 

-2.7 

Federated  Latin  Amer  Gr.  A 

43.6 

Matthews  Korea 

-33.6 

Technology 

17.5 

Small-cap  Growth 

-2.4 

■re  as  of  market  close  Wednesday,  Apr.  9,  1997,  unless  otherwise  indicated.  Industry  groups 
'&P  500  companies  only.  Fundamentals,  tectinical  indicators,  Bloomberg  money  flow  analy- 


sis, and  mutual  fund  returns  are  as  of  Apr.  8.  For  a  more  detailed  explanation,  write  to  us  or  E- 
mail  figures@businessweek.com.  NA=Not  available  *  "Vanguard  Index  500  Fund 
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Editorials 


CALL  IT  EXECUTIVE  OVERCOMPENSATION 


Few  Americans  consider  themselves  overpaid — not 
plimnbers,  baseball  players,  building  contractors,  or  movie 
stars.  CEOS  are  no  exception.  After  all,  they  led  Corporate 
America  in  1996  to  double-digit  gains  in  company  profits  and 
in  share  prices.  They  helped  create  2}/i  miUion  jobs  and  raise 
real  wages.  They  boosted  U.  S.  competitiveness  in  global 
markets.  So  what  if  many  CEOs  took  home  upwards  of  $30 
million,  while  others  took  in  $60  million — ^and  one  garnered 
more  than  $100  million?  It's  all  pay  foi-  performance,  isn't  it? 

Well  —  For  many,  it  may  be  pay  for  stock  market  per- 
formance, not  business  performance.  No  one  begrudges  the 
top  CEOS,  who  deliver  fantastic  returns  on  equity  (roe)  to 
theii-  shareholders,  their  due.  Manpower  Inc.'s  Mitchell  S. 
Fromstein,  for  example,  took  in  $10  million  for  dehvering 
an  ROE  of  32%.  But  last  year,  average — ^repeat  average — total 
ceo  compensation  rose  an  astonishing  53%,  nearly  five  times 
the  11%  average  gain  in  corporate  profits,  according  to 
BUSINESS  week's  annual  Executive  Pay  Survey  (page  58). 
Most  of  that  compensation  came  in  the  form  of  stock  options, 
which  rose  along  with  the  rest  of  the  market.  In  the  classic 
error  of  confusing  a  bull  market  for  genius,  dozens  of  ceos 
were  rewarded  not  for  their  own  achievements  but  for  those 
of  Federal  Reserve  Chairman  Alan  Greenspan  and  congres- 
sional budget  cutters,  who  set  the  equities  market  on  fire  with 
policies  that  promoted  low  inflation  and  moderate  economic 
growth.  These  chief  executives  simply  hitched  a  ride  on  the 
performance  of  others,  including  other  ceos  who  churned 
out  the  earnings  that  set  the  market  moving  at  warp  speed. 

Even  so,  who  got  hurt?  Since  most  of  the  compensation 
was  in  options,  which  are  not  charged  against  earnings, 
who  loses?  Answer:  the  shareholders,  who  are  beginning  to 
whisper  the  word  "dilution."  Thanks  to  option  mania,  earn- 
ings per  share  are  inci'easingly  watered  down.  What's  more, 
the  cost  of  options  has  been  easy  to  hide,  because  they 
don't  have  to  be  listed  on  the  income  statement.  But  as 
of  yearend  1996,  companies  must  quantify,  in  a  footnote 
in  the  annual  report,  what  the  options'  cost  would 
have  been.  Guess  what?  Shareholders  can  now  read, 
for  example,  that  option  gi-ants  last  year,  if  accounted  for, 


would  have  cost  PepsiCo  Inc.  6%  of  earnings,  or  $68  mil]  l 

The  law  of  unforeseen  consequences  is  clearly  at  v)j 
with  option  mania.  Pressure  fi"om  institutional  investors  in 
late  1980s  to  reform  ceo  pay  and  shift  it  away  from  autoi 
cash  increases  to  options  was  viewed  as  a  way  to  tie  pa;'[  . 
performance.  But  few  foresaw  the  granting  of  enormous  i- 
tion  packages — many  in  the  hundreds  of  thousands,  annuall- 
or  the  skyrocketing  market  that  would  cairy  the  comper 
tion  of  many  very  average  executives  to  such  heights. 

What's  to  be  done?  First,  the  true  cost  of  options  musi 
made  clear.  Footnotes  are  not  visible  enough.  Income  st; 
ments  must  dehneate  the  size  and  cost  of  stock  options, 
their  value  probably  should  be  deducted  in  calculating  ei 
ings.  ceos  should  also  curb  their  own  hubris.  They  are 
leaders,  not  celebrities  or  one-man  bands.  There  are  m 
turnaround  situations  where  a  new  ceo  dramatically 
proves  earnings  and  the  stock  price.  Here,  outsize  corap' 
sation  makes  sense.  But  usually,  a  chief  executive  wos 
with  a  team  of  people  who  manage  thousands  of  employe 
each  contributing  to  the  success  or  failure  of  the  companji 
team  leader  requires  respect  to  function.  Making  200  til? 
the  average  paycheck,  simply  because  the  market  has  a  gi  i 
year,  doesn't  generate  respect.  Factory  wages  rose  3%  j;! 
year.  White-collar  workers  received  3.2%.  Enough  said.  |^ 

Boards  of  directors'  compensation  committees  are  respji 
sible  for  seeing  to  it  that  ceo  pay  is  truly  linked  to  periiv 
mance,  and  many  have  been  derelict  in  then*  duty.  One  boi 
has  handed  out  so  many  options  to  a  chief  exec  that  he  tt 
home  his  $60  million  despite  a  company  stock  rise  of 
11%— as  the  Standard  &  Poor's  500-index  jumped  23%.  CJ 
ers  committed  the  financial  sin  of  repricing  options  downwi 
when  earnings  couldn't  generate  enough  equity  growth  to  | 
the  ceo's  options  "in  the  money." 

It  is  time  for  shareholders  to  insist  that  ceos  get  paid  s 
cording  to  their  output.  Exceptional  performance — and  O; 
exceptional  performance — demands  exceptional  pay.  Tossag' 
out  .$50  million  packages  just  for  hitching  a  ride  doesn't  cul^  I 
Compensation  inflation  is  nmning  riot  in  many  comer 
flees  of  Corporate  America.  This  has  simply  got  to  stop. 


4 


THE  SAD  IRONY  OF  FED  POLICY 


You  don't  have  to  be  a  populist  of  either  the  conservative 
or  liberal  persuasion  to  see  the  irony  in  the  Federal 
Reserve's  raising  rates  to  curb  growth  just  as  the  working 
stiff  is  getting  a  better  paycheck  after  20  years  of  stagnation. 
Executives — and  others  with  stocks  and.  options — have  being 
doing  splendidly  in  this  economic  expansion.  Now,  with  labor 
markets  tightening  and  wages  rising,  a  3%  wage  gain  is  per- 
ceived as  an  inflation  threat.  How  sad. 

Capitalism  is  supposed  to  bring  higher  living  standards  for 


everyone.  Growth  can  dehver  it,  given  a  chance.  Growth  \ 
even  generate  jobs  for  millions  on  welfare.  Moreover,  oxA&i 
of  high  tech,  real  weekly  wages  for  nonsupervisory  work| 
are  up  only  0.7%  in  the  past  two  years.  High-tech  wages  J 
up  more,  but  they  are  in  industries  with  falhng  prices. 

Perhaps  the  Fed  was  right  to  prick  the  balloon  of  - 
mai"ket's  "irrational  exuberance."  But  it  must  not  appear  toi^ 
an  enemy  of  growth  or  higher  living  standards.  Growtl?; 
good,  Mr.  Greenspan.  i| 
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WebFORCH"  servers  for 
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site.  Our  WebFORCE 
servers  combine  64-bit  MIPS"  RISC] 
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data  throughput  m  the  market.  The 
revolutionary  system  architecture,  with 
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SOFTWARE  HARDBALL 

MORE  ANTITRUST 
WOES  FOR  GATES? 

TRUST BUSTERS    ARE  ON 

Microsoft's  case  again.  This 
time,  the  attorneys  general 
of  Texas  and  Massachusetts 
are  looking  into  its  tactics  in 
the  brutal  Internet  browser 
war.  Compaq  says  it  recent- 
ly received  information 
requests  from  both  states 
indicating  such  a  probe. 
Microsoft  and  rival  Netscape 
Communications  confirm 
they  received  civil  subpoenas 
from  Texas,  and  Lotus  got 
one  from  Massachusetts. 
Next  year,  Microsoft  plans 


TARGET  to  release  a  ver- 
ufttvo  sion  of  Windows 
states  that  includes  its 
Internet  Explorer 
for  free.  Rivals  concerned 
about  Microsoft's  power  in  the 
software  industry  have  told 
antitiust  officials  the  bundled 
Net  browser  may  stifle 
competition. 

Netscape,  which  has  75%  of 
the  market,  is  upgi'ading  its 
offering,  too.  Its  browser,  due 
out  later  this  year,  vdll  include 
such  features  as  E-mail.  But 
some  in  the  industry  fear  the 
new  Windows,  by  automatical- 
ly using  Explorer,  will  freeze 
Netscape  out  of  the  market. 

The  products  are  similar, 
but  Microsoft  will  have  an 
edge  because  the  Netscape 
browser  will  cost  $59  and  re- 
quii"e  more  key  strokes  to  ac- 
tivate. Microsoft  sees  no  le- 
gal problem:  "We  are 
confident  the  states  will  agree 
that  competition  is  hot  and 
heavy  in  Internet  software 
and  that  consumers  are  the 
biggest  wimiers  in  the  brows- 
er battle,"  says  a  spokesman. 
Catherine  Yang  and  Gari) 
McWilliams 


THE  LIST  PICK  OF  THE  CLUBS 


Motorola  has  replaced  Mc- 
Donald's as  the  most  popu- 
lar stock  held  by  invest- 
ment clubs,  ending  Micky 
D's  six-year  reign  on  top. 


panies.  Kenneth  Janke,  ceo 
of  the  National  Association 
of  Investors  Corp.,  says  that 
shows  the  clubs  invest  for 
the  long  haul. 


And  Wal-Mart  fell  from 
No.  8  to  No.  20.  But  the 
biggest  change  in  the  1997 
list  of  top  stocks  held  by 
the  clubs  is  the  increased 
presence  of  high-tech  com- 


1997  RANK 

COMPANY 

NO.  OF  CLUBS 

1 

MOTOROLA 

9,334 

2 

PEPSICO 

8,812 

3 

MERCK 

8,106 

4 

MCDONALD'S 

7,712 

5 

INTEL 

6,667 

6 

AFLAC 

5,923 

7 

COCA-COLA 

5,577 

8 

LUCENT 

TECHNOLOGIES 

4,545 

9 

RPM 

4,311 

10 

AT&T 

4,017 

DATA:  NATIONAL  ASSOCIATION  OF  INVESTORS  CORP 


TALK  SHOW  Ul  wouldn't  go  to  the  bank  on  that.55 

— Convicted  Wliitewater  thrift  owner  James  McDougal,  on  his 
earlier  statemen  t  that  President  Clinton  and  the  First  Lady 
would  be  absolved  of  any  wrongdoing 


LOOPHOLES  101 


A  STUDENT-LOAN  OFFER  YOU  GAN7  REFUSI 


STILL  STRUGGLING  TO  REPAY 

your  college  loan?  Here's  a 
tip:  Refinance  it  under  Uncle 
Sam's  direct-loan  program. 
You  can  make  small  pay- 
ments and  after  25  years, 
default  on  the  balance — legal- 
ly. That's  the  advice  of  David 
Klein,  a  Nevada  chiropractor 
whose  $79  book  on  exploit 
ing  the  1994  student- 
loan  reforms  has  law- 
makers steamed.  He 
expects  to  save 
.$300,000  by  fol 
lowing  his  own 
advice. 

The  plan 
lets  gi'ads  en- 
tering low- 
paying  fields 
make    modest  ^ 
initial  payments  that 
rise  with  their  incomes — but 
not  always  in  lockstep.  And 
the  monthly  outlays  can  be 
so  low  they  don't  cover  ac- 


ciued  interest.  As  the 
interest  compounds  ai 
added  to  the  loan  prinJ 
the  balance  balloons.  Ye| 
government  foi'gives  anj 
paid  balance  after  25  ye^ 

The  Education  Dept. 
mates  20%  of  the  $900 ; 
lion  in  loans  may  defsl 


Most  of  the  deadbeats  wil 
low-income  grads  with  I 
debt — the  program's  inte 
ed  beneficiaries.  Dean  Ft 


THE  DEAL  MILL 

ANEW  UNIVERSE  FOR 
MILKEN  TO  MASTER 

LONGTIME  PALS  MIKE  MILKEN 
and  Lawi'ence  Ellison  ai'e  qui- 
etly creating  a  new  venture: 
Knowledge  Universe  Co. 
They're  pro- 
viding the 
bulk  of  $500 
million  foi- 
the  Los  An- 
geles holding 
company, 
which  blends 
EUison's  com- 
puter exper- 
t  i  s  e  with  PALS:  Ellison 
Milken's  finan- 


on" 


cial  acumen  anfl  their  shared 
passion  for  improving  educa- 
tion. Their  goal:  10%  of  the 
$100  billion  global  market  for 
continuing  education,  at-home 
coiu-ses,  and  similai'  products. 

Company  operations  will  be 
iim  by  Tom  Kalinske,  the  ex- 
Sega    USA    chief.  Ellison, 


Milken,  and  his  younger  br 
er,  co-investor  Lowell, 
provide  strategic  thinking, 
The  company  has  anr 
sales  of  $400  million  fi 
a  50.5%  stake  in  CRT  GnP' 
a  British  computer-train 
and  temp  outfit,  and  a  soor 
be-annoimced  U.  S.  acquisit 
On  the  V, 
an  info: 
t  i  0  n  - te 
consultai 
headed 
ex-Rena 
sance  So 
tions  v< 
G  r  e  s  h 
B  r  e  b  a  ( 
and  Milken  Eventua 
Knowlec 
Universe  will  also  offer  sti 
side  training  services  and 
software  and  books. 

Will  the  duo  score?  " 
gut  feeling  is  that  this 
a  growth  market,"  St 
Richai'd  Hickinbotham,  an 
alyst  at  SBC  Warburg.  L 
Sanders  and  Kathleen  Moi 
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With  today's  healthy  credit  cycle  and  proliferation  of  credit-intensive 
business,  institutions  around  the  world  are  taking  on  more  -  and  more 
complex  -  credit  risks.  But  until  now,  they  haven't  had  a  standard 
way  to  measure  them. 

CreditMetrics  -  and  its  desktop  implementation,  CreditManager™  - 
were  developed  by  J.R  Morgan  to  provide  transparent  methodology, 
data,  and  software  to  let  you  evaluate  risks  associated  with  instruments 
such  as  bonds,  loans,  swaps,  and  receivables  individually  or  across  an 
entire  portfolio.  So  you  can  compare  apples  and  oranges. 

CreditMetrics  measures  changes  in  portfolio  value  due  to  upgrades 
and  downgrades,  not  just  defaults.  It  also  incorporates  correlations 
among  credit  quality  changes,  allowing  you  to  quantify  the  risks  of 
overconcentration  and  benefits  of  diversification  within  a  portfolio. 

The  result  is  a  comprehensive  statement  of  value-at-risk  that  gives  you 
the  quantitative  tool  to  manage  portfolios  more  actively  and  accurately. 
CreditMetrics  facilitates  risk-based  capital  allocation,  risk-mitigating 
actions,  and  well-reasoned  investment  decisions. 

Bom  of  J.R  Morgan's  heritage  of  risk  management  and  continuing  in  the 
footsteps  of  RiskMetrics^M,  CreditMetrics  sets  an  industry  benchmark. 
So  you'll  find  it  available  through  product  sponsors  globally  -  as  well 
as  from  J.R  Morgan.  For  more  information,  call  your  J.R  Morgan  banker, 
access  us  on  the  Internet  at  www.jpmorgan.com,  or  contact  us  at: 


Americas 

1-212-648-3461 

cmx_aiTier@jpmorgan.com 


Europe 

44-171-325  8007 
cmx_eiiro@jpmorgan.com 


Asia-Pacific 

852-2973-5646 

cmx_asia@jpmorgan.com 


J  P  Morgan 
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POP  CULTURE 


JEEPERS,  ARCH,  THAT'S  A  LOT  OF  DOUGH 


THE       COMIC  CHARACTER 

Archie  has  always  tried  to 
impress  haughty  Veronica 
Lodge.  Maybe  the  $100,000 
that  Baltimore-area  collector 
Steve  GepjM  i)aid  on  Apr  5 
for  a  pair  of 
Archie  comics 
will  do  it.  It's 
the  highest  piice 
ever  for  a  non- 
superhero  comic 
book,  and  the 
purchase  may 
lieat  up  the  mar- 
ket for  humor 
and  comics  for 
and  about  teens. 

Superhero 
comics  tradition- 
ally have  driven 
the  collectors' 
market.  While  prices  often 
iiin  to  several  hundred  dol- 
lars, Geppi  in  1995  paid  a 
record  $176,000  for  the  VMO 
debut  issue  of  Captain  Mar- 
vel. Now,  Archie  may  be 
coming  of  financial  age.  "The 
importance  of  Archie  has 


ISSUE  NO.l:  Dou't  toss 


been  overlooked  in  the  mar- 
ket," says  Bob  Overstreet, 
publisher  of  The  Overstreet 
Comic  Book  Price  Guide. 
Noting  that  Archie's  contin- 
ued popularity  is  rare  in  his 
genre,  he  adds: 
"I  see  a  lot  of 
gi'owth  there." 

The  47-year- 
old  Geppi,  whose 
Diamond  Comic 
Distributors  is 
the  largest  dis- 
tributor of  new 
English-language 
comics,  paid  a 
premium  for  the 
early  1940s 
Archies  because 
they  came  from 

  the"  "Mile  High 

collection"  of  18,000  mint-con- 
dition books  found  in  a 
pantry  in  Denver  in  the 
1970s.  Geppi  says  he  has  al- 
ready been  offered  $150,000 
for  the  pair  When  it  comes 
to  investing  in  comics,  he's 
no  Jughead.    Rot/  Furchgott 


WILD  BLUE  YONDER 

CALL  IT 

A  PACKAGE  TOUR 

THERE    ARE    FIRST  CLASS, 

business  class,  and  coach. 
Now,  thanks  to  United  Parcel 
Service,  there's  cargo  class. 
In  March,  the  Atlanta  freight 
hauler  start- 
ed offering 
some  of  its 
727s  to  torn- 
operators 
for  charter 
flights  to 
popular  va- 
cation desti- 
nations such  as  Aru- 
ba,  Canciin,  and  San 
Juan. 

The  two-plane  ups  pi- 
lot project  has  hauled  an 
e.stimated  6,000  passengers 
on  60  flights  since  Mar.  7.  The 
company  won't  disclose  sales 
or  projections.  But  it  figures 


that  the  roughly  $10  million 
cost  of  outfitting  five  aircraft 
for  weekend  conversions  will 
produce  a  windfall  from 
planes  that  othei-wise  would 
sit  idle  from  Friday  morning 
to  Monday  night. 

Installing  such  items  as 
seats   and  overhead 
bins    each  week, 
which    takes  S'A 
^  '      hours,  produces  a 
113-seat  passen- 
ger cabin  with  as 
much   leg   room  as 
business  class,  accord- 
ing to  UPS  spokesman 
Kenneth  Shap- 
ero.  "On  these 
planes,  you 
can  cross  yoiu' 
legs  without 
doing  yoga,"  he 
says.  UPS  officials 
hope  that  the  initial 
flights  will  someday  lead  to 
gr-eatly  expanded  passenger 
service.    Christina  Del  Valle 


DRAWN  &  QUARTERED 


/       RUNNING  POG 

I  ARE.  CaUG  DOWN 
I     THE  TUBES.  MAN' 


TOE.  $A.IPP1N& 
OUT  OF  S16HTI  OONT  THE. 
CAPITALISIS  WWHldG  THUS 
WWE  THE-UXXSTDSTOPIT? 
Wy  IRMS  GOING  OOVlN 
THt  TUBES,  m\\ 


HUNTING  HEADS 

U.S.  AIRLINES 
FACE  A  BRAIN  DRAIN 

AIRLINE    DEREGULATION  IN 

Europe  has  overseas  earners 
scrambling  for  U.  S.  manage- 
rial talent.  When  Swissair 
was  recruiting  a  president 
and  coo,  it  wooed  Frederick 
Reid,  a  former  American  Air- 
lines exec,  who  turned  it 
down  for  a  similar  post  at 
Lufthansa.  Another  contender 
for  the  Swissair  job,  industry 
sources  say,  was  John  Gai'el,  a 
senior  veep  of  marketing  and 
sales  at  America  West  Air- 
lines, who  opted  to  head  a 
new  leisure-travel  company. 
JefB'ey  Katz,  foirner  president 
of  the  SABRE  Ti'avel  InfoiTna- 
tion  Network,  ultimately  got 
the  nod.  Why  the  ail-Ameri- 
can field?  Eiu'opean  managers 
lack  experience  in  unregulat- 
ed markets,  so  "we  had  to  go 


outside,"  says  Zurich  recni 
Bjorn  Johansson,  who  he] 
ed  the  search.  i 
Demand  is  especij 
strong  for  executives  sai 
about  fare  management 
I'ai'e  trait  at  the  fomner  sb 
owned  earners.  So  Luftha 
and  others  are  courting  I 
Baldanza,  an  ex-Continer 
Airlines  official,  and  Noi 


FARE  WARS:  Euros  niimii 


west  Airlines'  fare-sett 
giuTi  Laura  Liu  was  up 
a  top  Swissair  post.  Both 
clined  to  comment.  L 
Sanders  and  Wendy  Zellr 


THE  BIG  PICTURE 


A  PRETTY  PACKAGE  FOR  LOANS 

During  the  early  1990s  real  estate  crunch,  lending 
for  commercial  buildings  was  an  iffy  propo- 
sition. To  spread  the  risk,  lenders  sold 
mortgages  to  Wall  Street,  which  issued 
securities  backed  by  packages 
of  mortgages.  Such  mortgages 
accounted  for  9%  of  all  com- 
mercial mortgages  last 
year,  up  from  1%  in  1991 


DATA  E&V  KENNETH  LEVENIHAL  REAL  ESTATE  GROUP 


93   '94   '95   '96   '97  EST. 
BILLIONS  OF  DOLLARS  A 


FOOTNOTES  Worldwide  sales  of  perfume  and  cologne,  1992:  $1 5.5  billion;  1996:  $1 8.1  billion 
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Less  thanIO  seconds 


Tomorrow's  brush  wars  will  be  instant  and  unpredictable. 

The  U.S.  Army  needs  a  bat-out-of-hell,  turn-on-a-dime  reconnaissance/attack  helicopter 
with  a  skin  of  space-age  composites,  an  array  of  stealth  technologies,  and  a  suite  of  electronic 
3quipment  that  can  memorize  an  entire  battlefield  in  a  matter  of  seconds. 

And,  of  course,  the  requisite  firepower. 

The  machine  is  Comanche  —  the  U.S.  Army's  21st-century  helicopter,  developed  by 
Sikorsky  and  Boeing. 

Soon  Sikorsky  and  its  partner  will  take  great  pride  in  saying,  "Mission  accomplished." 


United 

Technologies 


Carrier   Pratt  &  Whitney   Sikorsky    Hamilton  Standard    UT  Automotive 


What  ^  ^  I 
we  do  to 

g  e  t  I  n 
the  d  o  o  r'i 


^five  a  truck  through  it 


re  delivering  daily  for  FedEx.  Justaswe  can  for  you.  "Sun  really  understands  how 
iver  results  on  projects  the  size  of  ours,"  according  to  Kevin  Humphries,  Vice  President  of  FedEx's  Line 
Systems  Development,  which  supports  the  largest  cargo  airline  fleet  in  the  world.  "We  share  the  same 
1  of  network  computing."  With  2,7  milUon  packages  in  transit  every  business  day  that  Vision  is  critical, 
ped  us  switch  FedEx  from  mainframes  to  a  global,  mission-critical,  open  systems 

uter  network.  Which  shows  FedEx  the  status  of  any  shipment,  anywhere,  anytime.  ^^^^  ^t/i/t1/' 
lelps  the  entire  company  get  where  it  wants  to  go.  THE  NETWORK  IS  THE  COMPUTER™  microsystems  | 

1  (vlicrosysxen-s,  int.  Ail  rights  rsseired.  S'iin,.Su!i  i'^licrosystenW.  tiie  Sun  Logo,  sncf  Tne  i^etwor!<  Is  The  Con-pu;sr  are  trsdsmj/ics  or  registered  trademarks  of  Sun  IViicrosysrems,  inc.  :  ■   ; ; 

d  Slates  and  other  courtries.  l->dEx  is  3  registered 'servke  marit  of  Federal  Express  Corporatioii.  ■  . 
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THE  BOOMER 
BOTTLENECK 


After  reading  "The  coming  job  bottle- 
neck" (The  Workplace,  Mar.  24),  I  felt 
relieved:  Good,  I'm  not  crazy — it  really 
is  that  bad,  I  thought.  And  then  I  was 
frustrated:  When  will  my  generation 
get  a  break? 

As  a  twentysomething  college-de- 
gi-eed  professional  employed  in  the  auto 
industry,  I  have  been  driven  to  tears 
by  the  lack  of  opportunity  for  ad- 
vancement due  to  the  "graybeard  ceil- 
ing." I  have  been  in  my  current  posi- 
tion for  six  years,  and  my  only 
advancement  came  when  I  asked  for 
new  responsibilities,  without  leaving 
present  responsibilities,  at  the  same 
pay.  That's  advancement? 

Men  my  father's  age  seem  to  have  a 
fierce  determination  not  to  retu'e.  I  feel 
as  though  my  most  productive,  ci-eative 
years  are  being  wasted,  as  I  bide  my 
time  until  the  old  guy  in  the  job  slot 
above  me  either  retires  or,  more  likely, 
dies  at  his  desk.  Don't  these  people 
want  to  enjoy  then-  golden  years?  When 
I  hear  baby  boomers  say  they  had  to 
straggle  to  get  ahead,  I  want  to  scream. 
At  least  they  were  moving  ahead. 

Mary  S.  Snell 
Harper  Woods,  Mich. 

Your  story  about  Cummins  Engine 
Co.  gave  the  impression  that  workere  at 
Cummins  were  responsible  for  the  lack 
of  younger  workers  at  our  facility.  The 
fact  of  the  matter  is  that  we,  the  Diesel 
Workers  Union,  ratified  an  11-year  con- 
tract because  the  company  threatened 
to  take  our  work  out  of  Columbus  and 
shut  down  our  plant  if  we  did  not. 

It  was  our  understanding  that  as  our 
workers  retu'ed,  they  would  be  I'eplaced 
by  younger  applicants  (our  children). 
Instead,  the  company  has  adopted  the 
policy  of  hiring  temporary  workers, 
keeping  them  for  89  days,  and  laying 
them  off.  This  allows  the  company  to 
maintain  a  semi-permanent  workforce, 
pay  them  substandard  wages,  and  avoid 
offering  them  benefits.  If  this  arrange- 
ment had  been  explained  at  the  time 


CORRECTIONS  &  CURIFiCATIOII 

"Incredible  boon  for  the  self-empk 
(Enterprise,  Mar.  3,  in  some  editions) 
stated  the  terms  of  a  Mutual  of  0( 
Insurance  Co.  major  medical  policy 
family  of  four.  The  maximum  f 
deductible  is  $5,000,  not  $10,00i 
reported.  And  the  policy  pays  100%  of  ■ 
tional  expenses,  not  80%.  A  feature  c 
ing  a  "common  accident,"  such  as  i 
crash,  limits  the  family  deductibi 
$2,500,  not  $10,000. 

In  "How  Kaiser's  cost-slashing  nicke 
image,"  (News:  Analysis  &  Commer 
Apr.  21),  Terry  D.  Almany's  first  name 
mistakenly  given  as  "Trevor." 


we  voted  on  our  11-year  contrai 
never  would  have  ratified  it. 

Samuel  Uns 
Nashvill 

DON'T  RUSH 

TO  WRITE  OFF  LIMBAUGH 


EFM,  which  syndicates  The 
Limbaugh  Show,  has  reached  suco 
fee  negotiations  with  99.5%  of  our 
iates,  as  we  have  for  the  past  nine 
("Rush  faces  a  rebellion,"  Up  J 
Apr.  7).  Indeed,  hundreds  of  st£ 
across  the  country  would  like  to 
Rush's  show,  if  only  we  would  agi 
move  it  to  them — and  at  higher  f& 
els  than  we  have  negotiated  wit) 
current  affiliates.  The  source  for 
article  has  misled  you.  The  stor 
fleets  one  sour  foimer  customer. 

John  ^ 
Pres 

EFM  Media  Manage 
New 


WE'RE  TAXPAYERS, 

NOT  SERFS.  MR.  ROBERTS 


In  Paul  Craig  Roberts'  article 
nomic  freedom:  How  does  the 
stack  up?"  (Economic  Viewjaoint. 
7),  he  says  Americans  are  no  betti 
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Dear  Mr.  Responsible: 

You  never  nnissed  the  7:12. 
You  got  a  haircut  every  other 
Tuesday.  You  never  left  a  wet 
bathing  suit  on  the  bed.  Guess 
what,  friend.  You're  done  dottin' 
i's.  This  is  the  Buick  Riviera.  You 
can  get  a  supercharged  engine,>;; 
a  CD  player  with  six  speakers, 
and  an  ashtray  big  enough  for 
two  cigars.  I  don't  recommend 
it  for  carpooling.  But  I  don't 
recommend  carpooling  either. 

The  Buick  Riviera  — 
You're  due. 
Definitely  due. 


Readers  Report 


than  serfs  in  the  Middle  Ages,  and  he 
talks  about  the  relationship  between 
taxes  and  economic  freedom. 

Serfs  often  had  their  earnings  seized 
by  bi'utal  monarchs,  princes,  and  war- 
lords. America  has  certainly  advanced 
beyond  that.  And  while  eveiyone  giipes 
about  taxes,  in  a  democratic  country 
taxes  are  not  theft  but  the  price  we 
pay  for  society's  collective  demand  for 
services.  At  the  federal  level,  these  are 
primarily  transfer  payments  to  individ- 
uals— Social  Security,  Medicare,  Medic- 
aid— and  a  lai'ge  military.  At  the  local 
level,  these  are  schools,  public  safety, 
and  infrastiaicture. 

If,  as  Mr  Roberts  suggests,  the  most 
important  indicator  of  economic  free- 
dom is  the  tax  burden,  then  countries 
such  as  Zambia  (where  the  ratio  of  tax 
revenue  to  gi'oss  domestic  ratio  is  10%), 
Burkina  Faso  (tax-cDP  ratio  of  9%), 
Cameroon  (11%),  and  Bolixia  (12%  )  must 
be  economic  paradises. 

Harvey  Bronstein 
Washington 

Roberts'  latest  column  continues  his 
vendetta  against  taxes.  He  compares 
successful  Americans — presumably  in- 
cluding most  BUSINESS  WEEK  readers — 
with  medieval  serfs,  and  the  serfs  come 
out  ahead.  But  Americans,  unlike  serfs, 
have  political  freedom,  without  which 
economic  ft-eedom  is  meaningless.  The 
serfs  had  no  say  in  how  the  taxes  were 
spent;  the  American  people  have  control 
through  their  votes. 

Bruce  Rollier 
Merrick  School  of  Business 
University  of  Baltimore 
Baltimore 

In  Paul  Craig  Roberts'  latest  diatribe 
against  taxation,  he  says:  "In  the  U.  S., 
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successful,  hardworking  people  face  a 
combined  state,  local,  and  federal  mar- 
ginal tax  rate  of  50%  or  more."  He 
doesn't  bother  to  mention  that  these 
"hardworking  people"  must  have  an  in- 
come of  more  than  $272,500  to  reach 
this  marginal  tax  rate.  I  would  argue 
that  to  pay  such  a  high  marginal  rate, 
most  taxpayers'  gross  incomes  would 
be  considerably  in  excess  of  $272,500. 
So  how  many  "hardworking  people"  are 
we  actually  talking  about  here? 

James  Wirth 
Pittsburgh 

CAREFUL  WHEN  YOU  SAY 
SPECIAL  INTEREST.'  GUYS 

You  referred  to  a  meeting  of  Alexis 
HeiTnan  with  "women's  gi'oups  and  oth- 
er special  interests"  ("Herman's  bag- 
gage grows  heavier,"  Up  Front,  Mar. 
24).  Women  are  the  majority  in  the 
U.  S.,  and  by  oiu-  lights,  that  makes  men 
the  special-interest  gi'oup! 

Melissa  Bishop-Morgan 
Vice-President 
National  Organization  for 
Women — New  York  State  Inc. 

Speonk,  N.  Y. 

MEET  THE  SOCIALLY 

CONSCIOUS  MBA  

People  who  still  believe  that  mbas 
ai'e  little  more  than  "self-centered,  mon- 
ey-grubbing" disciples  of  Machiavelli 
should  know  about  Stanford  Business 
School's  Alumni  Consulting  Team 
("Bleeding  hearts  at  B-schools?"  Up 
Front,  Apr  7).  ACT  is  a  gi'oup  of  alumni 
and  alumnae  who  provide  pro  bono 
management-consulting  sei-vices  to  San 
Francisco  Bay  Ai'ea  nonprofit  and  social- 
service  organizations. 

Now  celebrating  its  10th  anniversaiy, 
ACT  comprises  more  than  350  volunteers 
from  MBA  classes  spanning  (iO  years — 
1939  through  1999.  In  this  time,  it  has 
undertaken  almost  200  projects  and  is 
estimated  to  be  the  largest  pro  bono 
service  provider  in  the  Bay  Area,  vol- 
unteering over  $1  million  in  consulting 
services  annually  to  its  "chents." 

Samuel  M.  Frank 
President 
Brand  Builders  Inc. 
Alameda,  Calif. 

IS  THIS  THE  LAST  GASP 

FOR  METHYL  BROMIDE?  

Yom'  article  on  the  pesticide  methyl 
bromide  ("Can  farmers  live  vrithout  tliis 
deadly  gas?"  Environment,  Apr  7)  pre- 
sents only  one  side  of  the  story.  The 


dangers  of  this  chemical  are  i-fWDN! 
known — the  Environmental  Proteji 
Agency  classifies  methyl  bromide^  -„ 
Category  I  acute  toxin,  and  at  leal 
people  in  California  (where  the  \i 
cide  is  widely  used)  have  died  froii 
posure  since  1982. 

Because  it  depletes  the  earth's 
tective  ozone  layer,  methyl  bro: 
will  be  phased  out  in  the  U.  S.  by 
The  Clinton  Administration  has 
licly  committed  itself  to  the  2001 
In  1995,  a  U.  N.  scientific  panel  id 
fied  feasible  alternatives  for  more 
90%'  of  methyl  bromide  use.  Far 
across  California  are  already  d 
these  substitutes. 

In  the  interest  of  public  health 
environment,  and  the  ozone  layer, 
hope  that  this  hazardous  pesticide 
not  survive  into  the  next  century. 

Anne  Schoi 
Pesticide  Action  Net 
San  Fran 


IF  THAT'S  A  MOUNTAIN, 
I'M  SAM  HOUSTON 
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My  interest  in  the  report  on  the 
est  developments  in  Michael  E 
dorm-room-to-riches  saga  ("Whirl 
on  the  Web,"  Information  Procesi] 
Apr.  7)  was  overtaken  by  skepti 
that  he  could  be  living  in  a  "moun 
top  estate." 

"Hilltop"  would  seem  to  be  the  \ 
est  available  superlative,  given  the 
Country  topogi-aphy  of  that  part  ol 
Lone  Star  State,  where  I  used  to 
Admittedly,  everything  is  biggej 
Texas,  but  the  media  must  painstalj 
ly  avoid  the  appearance  of  ma 
mountains  out  of  molehills. 

Mark  Gozoi 
Los  An^ 
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HE  MADNESS 

s  Own  Prison  Memoir 

/achtler 

House  •  369pp  •  $24 


lRD  time-and 

BARD  LOOK  AT  JUSTICE 


has  been  a  boon  to  literature. 
'  •om  Jack  Henry  Abbott  to  Miguel 
fiero,  cons  have  found  a  subject 
in  prison  life  that  stiired  them  to 
)thers,  whose  time  behind  bai's  is 
3stly  forgotten,  began  their  scrib- 
lere.  Nelson  Algren,  for  example, 
hor  of  The  Man  with  the  Golden 
;ot  started  wilting  in  a  Texas  jail 
he  was  serving  four  months  for 
ift  of  a  typewritvjr. 
'  comes  After  the  Madness:  A 
s  Own  Prison  Memoir  by  Sol 
er,  once  the  chief  justice  of  the 
t  court  in  New  York  State.  It 
achtler,  you  will  remember,  who 
bbed  by  the  FBI  for  conducting  a 
campaign  of  harassment  against 
"mer  mistress,  Joy  Silverman, 
were  phone  calls  and  anonymous 
jning  letters.  One  note  also  con- 
a  condom — and  was  addressed 
erman's  14-year-old  daughter.  As 
f  his  harassment,  Wachtler  as- 
various  guises,  including  that  of 

David  Pui'dy,  who  offered  to  go 
f  Silverman  paid  him  $20,000. 
af  this,  the  ex-judge  says  he  rea- 
in  his  manic-depressed,  piU-addled 
should  have  prompted  Silverman 
and  beg  for  his  help.  Instead, 
lew  fi'om  the  first  who  her  tor- 
r  was — and  called  the  feds,  who 
)red  Wachtler's  every  move  and 
;d  him.  In  1993,  he  was  convicted 
issment  and  sent  to  prison. 
After  the  Madness  isn't  primaiily 
empt  to  justify  or  apologize  for 
veird  series  of  events.  Instead, 
iary  of  Wachtler's  11-month  im- 
ment  (which  followed  a  year  of 
confinement)  focuses  on  his  peni- 
•y  pals,  jailhouse  experiences,  and 
ions  concerning  the  law,  crime, 
iment,  and  rehabilitation.  Most  of 
legal  iiuninations  ai'e  unsmprising, 
ming  to  liberal  orthodoxies.  All 
ime,  even  readers  who  suspect 


Wachtler  of  trying  to  cash  in  on  his  no- 
toriety are  likely  to  find  much  of  the 
book  engrossing. 

Most  interesting  are  Wachtler's  de- 
scriptions of  prison  life  and  his  encoun- 
ters with  other  inmates.  Fu'st  sent  to  a 
high-security  prison  in  Butner,  N.  C, 
and  later  to  a  similar  facility  in 
Rochester,  Minn.,  Wachtler's  experi- 
ence— he  particularly  wants  us  to 
know — bore  no  resemblance  to  a  day 
at  the  countiy  club.  He  often  finds  him- 
self in  "seclusion,"  or  sohtaiy  confine- 
ment, is  frequently  strip-  ■mmiii 
searched  and  subjected  to 
urine  tests,  is  denied  pos- 
sessions, gets  shackled  and 
handcuffed  regularly,  and 
then  is  stabbed  by  an  un- 
known assailant.  The  worst 
moment  of  his  ordeal,  he 
says,  came  shortly  after  his 
transfer  to  Minnesota:  "I 
had  just  been  released  from 
one  month  in  the  hole. . . . 
My  nearly  five  hours  of  be- 
ing chained  in  transit  had 
caused  every  muscle  and 

bone  to  ache  I  had  not  slept  for  two 

days.  My  stab  wounds  still  throbbed  

And  now  I  was  being  told  that  I  was  to 
be  interred,  once  again,  in  the  airless 
vault  of  seclusion." 

In  stir,  of  course,  it's  the  people  you 
meet  who  make  up  for  any  unpleasant- 
ness. Early  on,  Wachtler  met  Elvis,  Sam 
Cooke,  and  Adolf  Hitler — all  fellow  in- 
mates in  the  Butner  psychiatric  wing. 
Later,  he  encountered  spies  such  as 
Jonathan  Pollard  and  alleged  mobsters 
Joe  Aiuppa  and  Venero  "Benny  Eggs" 
Mangano.  There's  the  art  thief  who  de- 
scribed loot  he  had  taken  fi-om  Boston's 
Isabella  Stewart  Gardner  Museum  and 
the  book  bandit  whose  stash  of  19,000 
rare  volumes  included  the  1480  Coburg- 
er  Bible  and  a  first  edition  of  Walt 
Whitman's  Leaves  of  Grass.  And,  it  goes 


AFTER-TBi^ 
MADNESS  J 

A  JUDGE  S  OWN,' 
PRISON  MEMqitf 


SOL  WACHTLER 


vdthout  saying,  there  were  the  drug- 
gies— dealers  in  quantities  large  and, 
more  often,  small. 

It's  this  latter  category  of  prisoner 
that  most  frequently  inspires  Wachtler 
to  chmb  onto  his  soapbox.  Observing 
that  80%  of  new  federal  prisoners  since 
1987  have  been  di-ug  offenders,  he  in- 
veighs against  the  guidelines  that  have 
taken  sentencing  discretion  away  from 
judges.  "Under  the  Reagan-era  approach 
of  'zero  tolerance,'  the  punishment  for 
possession  of  100  grams  of  marijuana 
is  the  same  as  for  the  possession  of  100 
gi'ams  of  heroin:  a  mandatory  5-  to  40- 
yeai"  sentence  with  no  chance  of  parole," 
Wachtler  tells  us.  By  contrast,  "the  av- 
erage time  spent  by  a  murderer  in 
American  prisons  is  nine  years." 
Wachtler  concludes  that  there  should 
be  punishment  alternatives  for  victim- 
less crimes,  that  society  should  focus 
on  locking  up  the  violent,  and  that  real 
emphasis  must  be  placed  on  drug  re- 
habilitation. Elsewhere,  he  denounces 

■ capital  punishment,  conspir- 
acy laws  that  have  the  ef- 
fect of  nabbing  more  little 
fish  than  big  ones,  and 
gi-and  juries. 

There's  little  that's  star- 
tling in  the  legal  analysis — 
or  in  Wachtler's  statements 
about  his  own  case.  He  ad- 
mits he  did  it  all  but  won- 
ders why  SilveiTnan  called 
the  law  rather  than  just 
teUing  him  to  stop. 

It's  all  quite  sad  and 
tawdry.  Wachtler  was  a 
self-made  man  who  rose  to  the  top  of 
his  profession.  Today,  his  prison  time 
behind  him,  he  is  shunned — but  is  hus- 
tling for  work  as  a  mediator.  Does  a 
day  go  by  in  which  Wachtler  fails  to  re- 
flect on  his  prison  experiences?  It 
seems  unlikely.  There  may  even  be 
times  he  will  wish  he  had  followed  the 
advice  given  by  his  Rochester  chums  to 
a  famous  fugitive  from  justice.  Glued  to 
the  TV  screen,  on  which  flickers  the 
image  of  pohce  in  pursuit  of  0.  J.  Simp- 
son's Bronco,  the  inmates  hear  an  an- 
nouncer say  that  Simpson  is  holding  a 
gun  to  his  head.  They  urge  him  to  use 
it.  Says  one:  "Do  it,  man,  or  else  you 
going  to  die  the  way  they  want  you 
to  die." 

BY  HARDY  GREEN 
Green  is  business  week's  Books  Editor. 


WHAT  REALLY  GETS  THE  EX-JUDGE  WORKED  UP: 
lAGAN-ERA  MANDATORY  SENTENCING  GUIDELINES 
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ead  of  merely  managing  chaos,  why  not  capitalize  on  it?  For  some, 
n g e  is  a  threat,  something  that  n  s  t  be  managed  or  great  harm  will 
J e .  Nonsense.  For  the  stout  of  heart,  change  is  an  opportunity.  As 
world's  premier  provider  of  scalable,  manageable  and  secure  Internet 
. tions,  along  with  leading  Internet  consulting  services,  we  can  extend 
r  enterprise  to  the  world  and  propel  your  business  forward.  D o n't  get 
ered  by  change.  Harness  it  at  www.hp.com/go/computing  Capitalize  on  chaos. 
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3  BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusiness  •  $14)  How  3M,  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 

4  THE  ERNST  &  YOUNG  TAX  GUIDE  1997  by  the  Tax  Parti 
and  Professionals  of  Ernst  &  Young  LLP  (Wiley  •  $14.95) 
Yikes,  time's  up! 

5  THE  1997  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $16.95)  The 
enduring  job-search  bible — with  a  new  resource  guide. 

6  J.K.  LASSER'S  YOUR  INCOME  TAX  1997  by  the  J.K.  Lass 
Institute  (Macmillan  •  $14.95)  How  much  did  you  say? 

7  THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies'  Investmeij 
Club  with  Leslie  Whitaker  (Hyperion  •  $10.95)  Recipes  fc 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns. 

8  YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dominguez  and  Vickl 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen- 
dence, restructure  your  life. 

9  THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  PhD 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three  manai 
ment  techniques,  conveyed  in  brief  story  form. 

10  THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treac 
and  Fred  Wiersema  (Addison-Wesley  •  $12)  Consultants 
diagnose  what  successful  companies  do. 
PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (IDG 
Books  •  $16.95)  Lighthearted  primer 
BARRON'S  DICTIONARY  OF  FINANCE  AND  INVESTMENT 
TERMS  by  John  Downes  and  Jordan  Elliot  Goodman 
(Barron's  •  $1 1.95)  What  is  an  oligopsony  anyway? 
GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 

THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDING 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan  I 
Siegel  (Fireside  •  $13.95)  Still  more  advice  on  money. 
INVESTING  FOR  DUMMIES  by  Eric  Tyson,  MBA  (IDG  Book: 
$19.95)  From  stocks  to  small  business — with  cartoons,  tot 
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BUSINESS  week's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  econom 
management,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  rep 
sented.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  March. 

Reviews  and  more  are  available  on  www.businessweek.com.  Click  on  BW  Plus 


HOT  TYPE 


RUSH  LIMBAUGH  RECOMMENDS  IT.  SCADS  OF 

people  are  reading  it,  seeking  advice 
on  how  to  get  rich.  But  will  The  IVIillionatre  Next  Door,  the 
No.  1  hardback  on  this  month's  best-seller  list,  give  them 
what  they  want? 

After  surveying  thousands  of  wealthy  Americans,  Thomas  J. 
Stanley  and  VVilliam  D.  Danko  have  produced  an  interesting  so- 
ciological work — an  effort  as  much  akin  to  C.  Wright  Mills's 
White  Collar  as  it  is  to  Peter  Lynch's  Learn  to  Earn.  Their  key 
insight:  The  folks  you  see  driving  Porsches  toward  their  Green- 
wich (Conn.)  houses  probably  aren't  the  moneybags  they  seem. 

Instead,  the  authors  say,  most  millionaires  are  compulsive 
scrimpers  and  savers  who  live  unostentatiously,  well  below 


their  means.  They  work  hard,  mostly  running  their  own  b 
nesses.  They  invest  nearly  20%  of  their  income  but  are  pil 
when  it  comes  to  charity.  And  while  these  millionaires'  kids 
expect  ample  educational  subsidies,  males  in  particular  she 
expect  little  "economic  outpatient  care"  after  age  21. 

Does  such  a  lifestyle  appeal  to  you?  If  so,  the  authors 
some  counsel:  Choose  a  line  of  work  that  caters  to  the  r 
such  as  estate  law  or  plastic  surgery.  Budget  all  your  expei 
tures,  and  apply  time  and  energy  to  investing.  And  fa 
about  that  custom-tailored  suit  and  the  Porsche  you've  b 
lusting  after.  After  all,  if  you  want  to  be  a  millionaire,  yoi 
gotta  make  sacrifices. 

BY  HARDY  GRE 
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technology. 


to 


for  a  new|:;v':;.i:-'''::a..-x 

generation  of 
human  acMevements 


What  a  child  sees  and  hears  feeds  his 
imagination.  Now  you  can  give  your  child  a 
feast  of  sights  and  sounds  unlike  any  before. 
The  AMD-K6  processor  delivers  a  new 
generation  of  multimedia  sound,  video, 
color  and  graphics.  And  it's  faster  than  a 
Pentium  Pro.  Which  makes  it  the  most  awe- 
some engine  ever  built  for  running  Microsoft 
Windows®-based  PCs.  Of  course  that's  the 
kind  of  achievement  you'd  expect  from  a 
company  that's  shipped  over  50  million 
processors  in  just  the  past  five  years.  Now, 
think  what  your  child,  and  you,  can  achieve. 
Visit  our  website  or  call  1-800-222-9323. 

AMDH 

www.amd.com 


IDnINTERRUPTIBLE  power  SOLUTIO'N^  You  may  never  think 
about  power.  But  you  do  understand  downtinne.  Destroying  productivity, 
eroding  consunner  confidence,  and  threatening  profit.  We  offer 
integrated  solutions  for  those  who  can't  afford  to  be  vulnerable.  In 
fact,  we  protect  the  power  for  nine  out  of  ten  of  the  world's  largest 
banks.  Not  with  just  a  lot  of  boxes  that  handle  surges  and  spikes. 
But  with  Strategic  Power  Management.™  Protection  that  keeps  you 
from  ever  being  out  of  data.  Out  of  control.  Or,  just  plain  s.o. 
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3.  ext.  761,  or  +1-919-870-3403,  Fax:  +1-919-8^ 
yv.exidexom.  E-mail:  infoi3exide.com 
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iPHEN  H.  WILDSTROM 


GITAL  PHOTOS 
ST  GOT  SMARTER 


3tt-Packard's 
canner  and 
IV  take  a 
ep  forward 

been  excited  about  PC 
tography  ever  since 
tal  cameras,  desktop 
•s,  and  simple  editing 
•e  hit  consumer  mar- 
)cut  18  months  ago. 
jle  the  process  is  fun, 
ults  have  been  disap- 
g.  The  systems  are 
:  creating  images  for  a 
te  or  pictures  of  the 
to  be  E-mailed  to  rel- 
but  results  on  paper 
short  of  the  humblest 
tional  snapshot, 
low-cost  scanners 
meras  just  can't 
B  enough  of  the 
)ts,  or  pixels,  to 
;he  smooth  blend- 
the  even  tinier 
n  a  photograph, 
^ults  are  pictures 
3k  fine  on  the  screen, 
the  resolution  never 
)0  dots  per  inch,  but 
coarse  and  mottled 
•rinted. 

ON.  That's  about  to 
dramatically.  Hewlett- 
d  wiW  make  it  possible 
iteurs  to  achieve  near- 
donal  results  when  it 
n  mid-May,  its  Photo- 
scanner  and  printer  for 
ws  95  at  about  $500 
(The  companion  $400 
jmart  digital  camera 
n  sale  in  March.) 
getting  high-quality 
images  into  the  com- 
the  scanner  solves  the 
t  single  problem  con- 
:g  photo  enthusiasts 
ant  to  go  digital.  The 
>  camera,  while  attrac- 
priced,  offers  top  reso- 


lution of  only  640x480  pixels, 
or  roughly  80  dots  per  inch 
on  an  8x10  picture.  While 
typical  of  digital  cameras 
costing  less  than  $1,000,  that's 
not  enough  for  good  prints. 
To  make  things  worse,  the 
image  quality  of  digital  cam- 
eras is  also  hurt  by  the  meth- 
ods for  compressing  the  data 
for  storage.  And  these  digital 
cameras  ai*e  simple  point-and- 
shoot  models,  lacking  the  flex- 
ibility of  even  the  most  mod- 
est single-lens  reflex. 


PRINTER 


•  True  photo-quality  output  on  spe- 
cial glossy  paper 

•  Prints  cost  around  $2  for  an  8x10 

$500 

The  trick  is  to  use  a  scan- 
ner to  captui-e  the  image  pro- 
duced by  a  conventional  cam- 
era. The  PhotoSmart  scanner 
vdll  handle  prints  up  to  5x7 
inches.  But  what  sets  it  apait 
is  the  ability  to  scan  slides 
and  negatives,  a  feature  until 
now  available  only  in  profes- 
sional units  costing  at  least 
twice  as  much.  It  scans  film 
at  2,400  dots  per  inch.  After 
trying  out  the  setup,  I  have 
found  that  the  images  hold 
then-  quaUty  in  enlargements 
up  to  at  least  8x10  inches. 

Using  the  scanner  could 
hardly  be  simpler.  It  comes 
with  Microsoft  Pictm-e  It!  im- 
age-editing software,  or  you 
can  use  more  sophisticated 
software,  such  as  Micrografx 
Picture  Pubhsher  or  Adobe 
PhotoShop.  You  insert  the 


material  to  be  scanned  into 
a  slot,  click  an  on-screen  but- 
ton, and  the  scanner  does  a 
quick  preliminary  scan  of  a 
print,  a  shde,  or  in  the  case 
of  negatives,  an  entire  strip. 
You  can  crop  and  correct 
brightness,  contrast,  and  col- 
or balance  before  the  final 
scan,  which  dehvers  the  im- 
age to  your  editing  program. 

Once  you're  finished  edit- 
ing your  images,  you  are 
ready  for  the  PhotoSmart 
printer.  Unlike  Inkjet  print- 
ers that  allow  you  to  use  spe- 
cial ink  cartridges  for  better 
photo  results,  the 
PhotoSmart  is 

SCANNER 


•  Handles  prints 
to  5x7,  mounted 
slides,  or  negatives 

•  Resolution  to  2400 
dots  per  inch 


computer  output  but  cheap 
for  photogi-aphy.  If  you  work 
from  negatives,  the  system 
saves  you  the  considerable 
cost  of  having  a  photofinisher 
make  prints  of  every  shot 
you  take. 

TOPS.   At  best  quality,  it 
takes  the  PhotoSmart  about 
eight  minutes  to  print  out  a 
full-page   image.    But  it's 
worth  the  wait.  The  results 
look  for  all  the  world  like 
photographs.  Even  with  an 
8x10  enlargement  from  a 
35mm  Kodacolor  negative,  I 
had  to  use  a  magnifying  glass 
to  find  evidence  that  the  im- 
age came  ft-om  a  computer 
printer  rather  than  a 
darki'oom. 

One  important  dif- 
ference between  con- 
ventional photogra- 
phy and  this  new 
printer  could  be  how  they 
fade  over  time,  hp  claims  its 
images  will  last  indefinitely 
in  an  album  or  otherwise 


CAMERA 


designed  exclu.sively 
for  photographic 
output.  It  is  both 
mediocre  and  ex- 
cruciatingly slow 
at  printing  text. 
And  while  it  will 
print  on  a  variety  of 
surfaces  including 
plain  copier  paper, 
it's  a  waste  of  this 
printer's  abilities  to 
use   anything  less 
than  special  photo 
paper. 

This  papei',  which 
is  sold  by  hp,  East- 
man Kodak,  and  others,  looks 
very  much  Uke  the  resin-coat- 
ed paper  used  to  make  photo 
prints.  HP  estimates  that  the 
combined  cost  of  photo  paper 
and  ink  will  come  to  about 
$2  for  an  8x10,  expensive  for 


•  640x480  pixel 
resolution 

•  Stores  up  to 
32  pictures  on 
removable  2  ME 
memory  card 


stored  in  the  dark. 
Light  will  fade  any 
color  print,  slowly 
turning  it  paler 
and  bluer,  and  HP 
says  inkjet  images 
will  suffer  light 
damage  faster  than 
conventional  photos. 

If  you're  taking 
pictures  to  frame 
and  hang  on  the 
wall,  the  gi'eater  sta- 
bility of  convention- 
al photo  prints  still 
make  them  your  best 
bet.  But  that's  not 
the  fate  of  most  pictures.  For 
$1,000,  an  amount  a  photo 
hobbyist  might  drop  on  a 
fii'st-rate  lens,  the  hp  Photo- 
Smart scanner  and  printer 
can  get  you  into  serious  digi- 
tal photography. 


OUESTIONS?  COMMENTS?  E-m\\  tech&you@businessweek.com  or  fax  (202)  383-2125 


Economic  Viewpoint^ 


BY  ROBERT  KUTTNER 


OWNING  UP  TO  THE  COSTS 
OF  FREE  TRADE 


FALLOUT: 
Globalization 
is  good  in  the 
long  run,  but  a 
new  book 
shows  it  also 
severely 
erodes  the 
social  contract 
between  labor 
and  capital 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


One  of  the  most  important  economics 
books  of  the  decade  is  a  slim,  85-page 
volume  by  Harvard  University  econ- 
omist Dani  Rodrik,  published  in  March,  ti- 
tled Has  Globalization  Gone  Too  Far?  by  the 
pro-fi-ee-trade  Institute  for  International  Eco- 
nomics. It  concludes  that  fi'eer  trade  is  ulti- 
mately beneficial.  But  along  the  way,  Rodrik 
asks  his  fellow  economists  for  more  humility 
and  less  condescension  on  the  question  of 
trade's  domestic  side  effects. 

Nearly  all  mainstream  economists  insist 
that  freer  trade  is  a  win-win  proposition. 
Rodrik  is  in  the  economic  mainstream,  but 
he  takes  his  fellow  economists  to  task  for 
trivializing  the  costs  of  trade  to  domestic 
social  peace.  Tr-ade,  he  writes,  widens  the 
disi)arity  of  bargaining  power  between  own- 
ers of  capital  and  ordinary  employees.  The 
fact  that  workers  in  different  countries  can 
more  easily  be  substituted  for  each  other, 
he  concludes,  undei-mines  the  postwar  social 
bargain  that  allowed  workers  a  steady  in- 
crease in  wages  and  benefits  in  exchange 
for  labor  peace.  We  should  not  turn  to  pro- 
tectionist remedies,  he  writes,  "but  neither 
should  we  treat  trade  liberalization  as  an 
end  in  itself,  without  regard  to  how  it  affects 
broadly  shared  values  at  home." 

As  Rodrik  observes,  we  as  a  nation  have 
domestic  norms,  the  products  of  painstaking- 
ly evolved  social  compromise.  For  example, 
we  proliibit  child  laboi'.  But  when  a  company 
is  free  to  hire  children  overseas,  this  is  fimc- 
tionally  identical  to  bringing  child  workers 
into  the  U.  S.  The  public  view,  says  Rodrik, 
which  condemns  both  the  outsourcing  and 
the  immigration,  has  "greater  coherence," 
than  the  views  of  iriost  trade  economists. 
SOCIAL  CUSHIONS.  Rodrik,  comparing  social 
outlays  and  economic  openness  in  different 
nations,  calculates  that  government  expendi- 
tures expanded  in  the  postwar  era  almost 
precisely  in  proportion  to  the  "external  risk" 
posed  to  a  particular  economy  by  trade.  Aus- 
tria, Sweden,  Belgium,  and  the  Netherlands, 
with  small  economies  and  large  dependence  on 
trade,  developed  extensive  welfare  states  to 
cushion  trade's  domestic  effects.  Countries 
with  larger  economies  and  little  import  expo- 
sure, such  as  the  U.  S.  and  Japan,  had  small- 
er social  cushions  because  they  had  less  need 
for  them.  "[T]he  social  welfai'e  state  is  the  flip 
side  of  the  open  economy,"  Rodrik  concludes. 
But  in  the  past  two  decades,  Rodrik  ob- 


serves, this  logic  went  into  reverse.  I; 
short  run,  economic  globahzation  may 
to  domestic  cushions.  In  the  long  run, 
ever,  it  undemnines  domestic  pohtical  su] 
for  public  outlays.  That's  because  global 
extends  the  political  power  of  business 
with  its  economic  reach.  Corporations] 
ft'ee  to  move  to  venues  viith  lower  cosl 
labor  and  lower  taxes;  the  burden  of 
transitions  ai"e  increasingly  borae  by  worj 
Rodrik's  plea  is  that  his  fellow  econo: 
work  to  repair  the  social  cushions,  r; 
than  ridicuHng  tnose  who  worry  aboul 
dislocations. 

If  we  fail  to  act,  Rodrik  warns,  we 
an  ugly  political  backlash  against  trade,] 
Buchanan-style.  "And  there  is  a  second 
pei'haps  even  moi-e  serious  danger:  that 
alization  will  contribute  to  social  disint 

tion  [A]  victory  for  globalization 

comes  at  the  price  of  social  disintegra 
will  be  a  very  hollow  victory  indeed  

Rodrik's  book  is  welcome  for  several 
sons.  Too  many  of  his  academic  colleaj 
have  indeed  been  breezily  contemptuou 
anyone  warning  that  trade  causes  dorm 
dislocations.  His  particular  contribution  hej 
to  recognize  the  complex  causality  of 
process.  It's  not  just  that  trade  dislocati 
few  losers.  Ti-ade  undermines  the  entire} 
mestic  mixed  economy,  by  eroding  its  poli 
and  moral  foundations. 

Perhaps  these  insights,  coming  fi'om  a  n 
stream  economist,  will  also  give  pause  t( 
commentators.  No  issue  displays  more  f 
unanimity  among  editorial  winters  than 
viitues  of  trade  and  the  selfish  ignoram 
"protectionists."  To  pick  just  one  example 
of  a  lai-ge  clippings  file,  Thomas  L.  P^riedm 
The  Neiv  York  Times,  usually  a  voice  of 
sense,  betrays  the  tyjjical  blind  spots  in  a 
umn  titled  "Gephaitlt  vs.  Gore."  "The  antij 
alization  movement,  led  by  Pat  Buchanan, 
writes,  "is  still  with  us."  Democrats  like  ] 
Gephart,  Friedman  contends,  pander  t 
Freer  global  commerce,  he  concludes,  01 
to  be  "a  no-brainer" 

But  too  often,  this  debate  is  a  no-brain( 
a  different  sense.  Editorialists  embrac( 
oversimplified  version  of  standaixl  ecom 
wisdom  (wliich  is  itself  oversimplified)  wit 
thinking  through  the  complex  side  effi 
The  next  time  a  columnist  is  tempted  t( 
peat  the  usual  homilies,  he  should  read 
Rodrik's  thoughtful  book  first. 
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bur  next  assignment  could 
ike  you  from  just  about 
hywhere  in  the  US.  to  just 
bout  anywhere  in  the  world. 
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Anyone  can  promi 
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lew  things  possible, 
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Economic  Trends 


BY  GENE  KORETZ 

THE  DOWNSIDE 
OF  DOWNSIZING 

New  evidence  of  layoffs'  damage 

Curiouser  and  curiouser.  The  U.  S. 
expansion  is  entering  its  seventh 
year,  with  no  end  in  sight.  The  unem- 
ployment rate,  at  5.2%,  is  flirting  with  a 
seven-year  low,  and  labor  shortages  are 
gi-owing.  Yet  the  downsizing  ti'end  con- 
tinues unabated. 

Challenger,  Gray  &  Christmas  Inc., 
an  outplacement  finn  that  monitors  lay- 
off plans,  reports  that  50,182  job  cuts 
were  announced  in  March,  a  15-month 
high.  Meanwhile,  notes  a  spokesman, 
"companies  are  turning  more  and  more 
to  outsourcing  and  contingent  workers 
to  meet  demand  increases." 

The  mystery  to  many  observers,  in 
light  of  the  devastating  impact  on  em- 
ployee morale,  is  why  companies  con- 
tinue to  downsize  when  the  benefits  of- 
ten prove  elusive.  A  new  Wharton 
School  analysis  of  52  studies  of  corpo- 
rate restructuring,  involving  several 
thousand  companies,  found  that  finan- 
cial restructuring  (leveraged  buyouts, 
recapitalizations,  etc.)  had  the  highest 
payoff  in  subsequent  years,  followed  by 
portfolio  restructuring,  such  as  sjMn-offs 

U.S.  COMPANIES  ARE 
STILL  SHEDDING  WORKERS 
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▲  THOUSANDS  OF  JOBS,  TWO-MONTH  MOVING  AVERAGES 
DATA:  CHALLENGER,  GRAY  8,  CHRISTMAS 

and  sell-offs.  On  average,  organizational 
restructuring,  mainly  downsizing,  had 
little  if  any  positive  impact  on  earnings 
or  stock  market  perfonnance. 

Indeed,  it's  the  negative  effects  of 
downsizing  that  are  becoming  more  and 
more  apparent.  In  a  just  released  sur- 
vey of  62  major  U.  S.  companies,  more 
than  70%  reported  they  were  gi-ajipling 
with  serious  problems  of  low  morale 
and  mistrust  of  management  caused  by 
years  of  upheaval  and  restructuring. 
And  an  American  Management  Assn. 
survey  of  some  292  companies  found 


that  those  that  had  downsized  since 
1990  had  seen  a'  gi'eater  rise  in  disabili- 
ty claims  than  had  nondownsizers. 

Job-cutting  may  be  coming  back  to 
haunt  companies  in  other  ways.  Ac; 
cording  to  a  I'ecent  article  in  Across  the 
Board,  a  Conference  Board  magazine, 
many  managers  are  suing  for  wrongful 
dischai'ge — and  collecting.  Well  over  half 
of  executive  and  middle  managers  fil- 
ing wTongful  termination  suits  win  set- 
tlements, the  article  reports. 


A  RED  FLAG 

FOR  WALL  STREET 

Are  big  investors  overconfident? 

Investment  advisers  often  provide  a 
reverse  cue  to  the  stock  market's  di- 
rection— especially  when  the  cycle  is 
about  to  turn.  That's  because  they  tend 
to  be  most  upbeat  at  market  peaks  just 
before  prices  take  a  dive,  and  most  mo- 
rose just  as  stocks  are  hitting  bottom. 

From  that  standpoint,  the  news  that 
advisory  sentiment  (as  reported  by  In- 
vestor's Intelligence)  has  faltered  in  the 
past  month  bodes  well  for  a  market  re- 
covery. But  Robert  Scott  and  Gerard 
MacDonell  of  The  Bank  Credit  Analyst 
aren't  so  sure.  Noting  that  investment 
advisers  often  change  their  tune  in  re- 
sponse to  small  market  moves,  they 
have  devised  an  indicator  that  reflects 
the  less  volatile  views  of  major  investors 
such  as  mutual  fluids  and  pension  fimds. 

The  new  bca  yardstick  is  based  on 
the  relative  costs  of  put  and  call  op- 
tions on  the  Standard  &  Poor's  500- 
stock  index.  Puts,  the  rights  to  sell  in- 
dex options  at  a  certain  price,  give 
investors  protection  on  the  downside, 
so  theii-  costs  go  up  when  investors  are 
pessimistic.  By  contrast,  calls  are  rights 
to  buy  stock  index  options  at  a  set 
price,  so  investors  will  bid  uj)  calls  when 
they  expect  stock  prices  to  move  liigher. 

The  researchers  report  that  the  rela- 
tive prices  of  calls  behaved  in  tine  con- 
trarian fashion  in  1987,  soaring  to  new 
heights  just  before  the  market  crash 
and  falling  like  stones  in  its  wake.  Then, 
after  trending  up  for  several  years,  the 
prices  of  index  calls  relative  to  puts 
moved  sharj^ly  higher  late  in  199(5 — and, 
most  ominously,  have  continued  to  rise 
even  after  the  latest  market  coirection. 

"Institutional  investors,"  concludes 
MacDonell,  "have  apparently  become 
deeply  complacent  about  the  long-run 
outlook  for  stocks.  To  those  who  re- 
member the  '87  debacle,  that  could  be  a 
sign  of  more  trouble  ahead." 


FOREICNERS  LOAD 
ON  TREASURIES 
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U.S  TREASURY 
SECURITIES  HELD  BY 
FOREIGN  INVESTORS  , 


BUYING  MORE  OF 
AMERICA'S  DEBT 

Some  see  risks  in  overseas  holdin  i 

Are  America's  financial  markets 
interest  rates  hostage  to  the  whi] 
of  foreign  investors?  Judging  by 
amount  of  Tr^easury  securities  bou[ 
by  overseas  central  banks  and  investi 
last  year,  you  might  think  so. 

On  a  net  basis,  foreign  buyers  snap] 
up  $225  billion  worth  of  Ti-easury  bi 
notes,  and  bonds —  -  .  ■  -  ;s«r 
twice  as  much  as 
the  federal  deficit. 
Foreigners  own 
about  a  third  of 
mai'ketable  federal 
debt,  up  from  20% 
three  years  ago. 

Despite  this 
trend,  Joe  Rooney, 
Lehman  Brothers' 
global  strategist  in 
London,  isn't  wor- 
ried. He  notes  that 
foreign  ownership 
of  all  U.  S.  financial 
assets,  equities 
plus  corporate  and  government  dej 
came  to  just  8.5%  in  the  thii'd  quarterl 
1996,  compared  with  4.8%  in  early  19| 
After  such  an  extended  period  1 
U.  S.  trade  deficits,  the  sui-jjrising  thij 
says  Rooney,  is  that  the  foreign  exij 
sure  to  U.  S.  securities  is  still  so  smir 
Given  the  global  trend  toward  increasj 
trade  and  financial  interdependence, 
thinks  the  chance  of  a  big  exit  fn 
U.  S.  financial  assets  is  negligible 


MORE  OOMPH 

IN  THE  JOB  mm 

Growth  in  '96  outpaced  estimates 
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AS  it  has  throughout  the  expansi( 
the  Labor  Dept.  underestimat 
employment  gi'owth  last  year.  Its  re 
sions  of  regional  data  based  on  payr 
records  show  that  job  rolls  overall  rc 
by  2.5%,  vs.  the  2.2%  originally  repo: 
ed — a  difference  of  350,000  jobs. 

Only  Hawaii  and  the  District  of  C 
lumbia  suffered  job  declines  last  year, 
though  four  states — Alaska,  Indiai 
Maine,  and  Wyoming — posted  increi 
es  of  less  than  1%..  The  leading  job 
ers:  Nevada  (7.7%),  Arizona  (5.49 
Utah  (4.6%),  Oregon  (3.8%),  and  Was 
ington  and  New  Hampshire  (both  3.4? 
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Nothing  stacks 
up  to  getting 
Fridays  Free  til 
the  year  2000. 

More  and  more  businesses 
are  getting  the  most  out  of 
Fridays  Free. 

Thanks  to  Sprint  Business,  successful  small  businesses 
everywhere  are  reaping  the  benefits  of  free  long  dis- 
tance every  Friday...  from  now  until  the  year  2000. 


That's  156  Fridays  of  free  domestic  long  distance, 
hicluding  faxing,  calling  card  calls,  and  in-bound 
toll-free  service. 

And  while  making  the  most  of  your  Fridays 
Free,  you're  still  getting  a  great  deal  the  rest  of 
the  week.  In  fact,  you'll  be  paying  Sprint's  regu- 
lar low,  flat  rates. 

What's  more,  even  though  you  can  get  Fridays 
Free  until  the  year  2000,  you  won't  have  to 
sign  a  term  commitment. 


So  don't  let  another  free  Friday  pass  you  by. 


Call  Sprint  Business 

1-800-827-4100 

wvvvv  hprint  com/fridays-frcc 


Sprint 


We  help  business  do  more  business  " 


nthly  minimum  required  Maximum  of  $1,000  in  free  long  distance  calling  per  month  Domestic  calls  and  commercial  use  only  Not  valid  with  any  other  offer, 
time  offer  Certain  restnctions  apply  ©1997  Spnnt  Communications  Company  L  P 


what's  the  difference 


A  Caliber  System  Company 


One  letter. 
Plus  a  wdiole  new  way  of  doing  busi 


As  the  fastest-growing  small-package  carrier  in  history, 
RPS  gives  you  choices. 
Like  cieliveiy  to  eveiy  business  in  North  America, 
hee  en  route  tracing  (even  on  the  Internet!), 
and  shipping  senices  that  really  do  save  time  and  money. 
So  whether  you  ship  packages 
or  receive  them  —  10  a  day  or  1(),0()0  — 
one  letter  does  make  a  world  of  difference. 


RPS.  Delivering  more  than  your  package. 

l-S(){)-ROAI)PAK  ( 762-3725 ) 
www.shiprps.com 
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iN'T  LOSE  ANY  SLEEP  OVER 
lOM-AND-BUST  JUST  YET 

if  the  data  on  spending  and  output  stay  this  strong,  all  bets  are  off 


,8.  ECONOMY 


With  her  classic  audacity,  Mae 
West  once  said:  "Too  much  of 
thing  can  be  wonderful."  Of  course,  she  wasn't 
nomist.  Most  analysts  still  believe  that  the  econ- 
excessively  robust  pace  over  the  past  two  quar- 
ill  taper  off  sooner  rather  than  later  with  only  a 
tap  on  the  brakes  by  the  Federal  Reserve, 
/er,  this  startling  strength — and  its  possible  rip- 
fect  through  this  quarter — is  starting  to  raise 
ivorrisome  questions  about  the  outlook, 
'articular,  a  new  possibility  is  flashing  its  first  blip 
!  radar  screens  of  many  forecasters.  Call  it  the 
bust  scenario,  in  which  explosive  gi-owth  is  met 
haiper-than-expected  hike  in  interest  rates  by  the 
i  1997,  resulting  in  extreme  weakness  or  even  re- 
1  in  1998.  The  prospect  of  higher  rates  and  sour 
;  would  hit  Wall  Street  hard. 

Don't  panic.  For  now,  that 
outlook  is  still  as  unlikely  as  a 
Tiger  Woods  bogey.  However, 
it  is  going  to  get  increased  at- 
tention as  long  as  the  economy 
continues  to  outperform  ex- 
pectations. The  scenario  goes 
something  like  this:  Unabated 
demand  amid  low  inventories 
would  feed  a  bui'st  of  invento- 
ry rebuilding,  generating 
strong  gains  in  output  and  em- 
lent  well  into  the  second  half.  Continued  growth 
the  economy's  noninflationary  speed  limit,  gen- 
thought  to  be  no  higher  than  2^A%,  would  come  at 
3  of  already  rising  concern  that  an  overly  strong 
my  could  fuel  inflation. 

;  latest  data  are  starting  to  fit  the  boom  part.  Re- 
iles  show  that  consumers  are  fueling  the  fastest 
[uarter  growth  in  overall  demand  since  1987 
At  the  same  time,  inventory-sales  ratios  are  at 
i  lows,  with  stock  levels  especially  thin  at  retail- 
id  wholesalers.  And  March  industrial  production 
i  up  briskly,  as  did  operating  rates. 

MOST  LIKELY  OUTLOOK  right  now  is  that  the 
vill  not  have  to  slam  on  the  brakes,  partly  because 
)olicy  is  already  somewhat  restrictive,  based  on  the 
on-adjusted  fedei*al  funds  rate.  Also,  consumers  are 
to  take  a  breather  after  their  recent  spending 
,  and  capital  spending  outside  of  high  tech  has 
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ROBUST  DEMAND  IS 
OUTPACING  INVENTORIES 


INVENTORIES 
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been  slowing.  Housing  starts,  down  6%  in  March,  re- 
main at  a  high  level,  but  rising  mortgage  rates  could 
limit  growth.  Moreover,  despite  some  unruliness  in 
Mai'ch  producer  prices,  consimier  prices  remain  well-be- 
haved. There  is  still  plenty  of  capacity  around  the 
world,  and  the  strong  dollar  is  restraining  prices. 

But  if  the  data  continue  to 
look  as  strong  as  those  in  re- 
cent weeks,  all  bets  are  off.  To 
begin  with,  consumers  are  on  a 
tear,  fueled  by  the  strongest 
labor  markets  in  years  and  ris- 
ing real  wages.  Retail  sales  in 
March  rose  0.2%,  but  the  sur- 
prise in  the  government's  re- 
port was  the  upward  revision 
to  February  buying,  which 
was  refigured  to  show  a  1.5% 
jump,  nearly  twice  the  originally  reported  gain.  And  that 
rise  came  on  top  of  a  1.7%  surge  in  January. 

For  the  first  quarter,  retail  sales  rose  at  an  annual 
rate  of  13.1%  from  the  fourth  quai-ter,  the  largest  gain 
in  10  years.  March  car-buying  in  the  retail  report  ac- 
tually fell,  but  those  numbers  are  misleading.  Unit 
sales,  which  are  used  in  the  calculation  of  gross  do- 
mestic product,  rose  strongly.  As  a  result,  real  con- 
sumer spending  on  goods  and  sei-vices  appears  to  have 
grown  in  the  neighborhood  of  6%,  at  an  annual  rate, 
and  that's  two-thu'ds  of  real  gdp. 

It  would  be  unusual,  indeed,  for  spending  to  continue 
at  that  pace  this  quarter.  For  one  thing,  a  mild  winter 
in  some  regions  brought  out  more  shoppers,  and  early 
tax  refunds  provided  a  lift.  In  fact,  weekly  retail  sur- 
veys show  less  zip  in  early- April  buying.  But  with  the 
labor  markets  so  strong,  first-quarter  income  easily 
matched  that  outsize  pace  of  spending.  Indeed,  what 
could  derail  the  conventional  forecast  is  that  the  labor 
markets  remain  strong,  generating  plenty  of  income'  for 
households  to  spend. 

VIBRANT  GROWTH  IN  DEMAND  is  already  outstrip 

ping  the  recent  pace  of  business  inventories  (chart). 
Stock  levels  in  manufacturing,  wholesale,  and  retail 
trade  rose  0.3%  in  February,  but  sales  jumped  1.4%.  In 
January,  stock  levels  were  up  0.4%,  with  sales  advanc- 
ing 1.2%. 

Even  before  the  first  quarter,  sales  had  outpaced 
inventories  for  most  of  1996,  as  businesses  continued  to 
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adjust  their  stockpiles  after  the  1995  round  of  over- 
building. But  now,  the  sudden  surge  in  demand  ap- 
pears to  have  reduced  stock  levels  too  much.  The  ratio 
of  inventory  to  sales  in  both  wholesaling  and  nonauto 
retailing  are  at  levels  not  seen  since  the  recovery  of  the 
early  1980s.  Restoring  those  stocks  back  to  normal 
will  generate  orders  and  fuel  production  gains  for 
manufacturers  in  coming  months. 

To  be  sure,  some  of  these  inventory  needs  will  be 
supplied  by  imports,  but  not  all.  Already,  factory  output 
is  gaining  steam  (chart).  Overall  industrial  production 
rose  0.9%  in  March,  after  a  0.6%  increase  in  February, 
and  manufacturing  output  was  up  0.9%  in  both  Febru- 
ary and  March.  The  gains  have  been  broad,  including 
strong  growth  in  cars,  home  appliances,  and  business 
equipment,  especially  high-tech  items. 

MOREOVER,  FACTORY  OUTPUT  continues  to  grow 
faster  than  new  capacity  is  being  put  into  place.  The 
factory  operating  rate  rose  to  83.3%  in  March,  the 
highest  in  two  years.  That,  plus  slower  delivery  times, 
means  that  strong  demand  is  starting  to  tighten  up  the 
production  and  distribution  of  factory  goods,  a  situation 
that  often  precedes  price  pressures,  and  further  output 
gains  in  coming  months  wiU  intensify  whatever  strains 
are  already  growing. 

To  date,  there  is  little  evidence  of  accelerating  in- 
flation. Indeed,  a  recent  study  by  the  Dallas  Fed  sug- 


ARGENTINA 


OUTPUT  IS 
ACCELERATING 

INDUSTRIAL 
PRODUCTION 


gests  that  the  hnk  between  high  industrial  opera] 
rates  and  future  inflation  has  lessened  over  the 
decade  because  of  increased  global  capacity  and 
emptive  monetary  policy.  But  will  demand  slow  q- 
ly  enough  to  avoid  a  further  buildup  in  inflatio 
pressures?  Consumer  prices  remained  tame  in  M 
rising  only  0.1%,  with  the  core  index,  which  excl 
energy  and  food,  up  a  benign  0.2% 

However,  the  producer  price 
index  raised  some  eyebrows. 
The  overall  PPI  fell  0.1%, 
pulled  down  by  lower  energy 
prices,  but  the  core  index  rose 
0.4%,  the  largest  gain  in  about 
V/i  years.  Moreover,  further 
back  in  the  production 
process,  inflation  for  interme- 
diate and  crude  goods  exclud- 
ing energy  and  food  is  start- 
ing to  turn  up.  A  strong 
economy  will  only  fuel  those  pressures. 

What  all  economists  agree  on  right  now  is  that 
economy  is  going  to  slow,  either  with  a  gradual  do 
shift  or  a  slam  on  the  brakes.  Whatever  the  likelih 
of  the  boom-bust  scenario,  its  key  point  is  that 
Fed  will  not  stop  hiking  rates  until  the  economy  slo 
And  the  bearish  mood  on  Wall  Street  won't  go  a\ 
until  the  Fed  stops  tightening. 
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FEELING  WALL  STREET'S  CHILL 


Argentina  continues  to  pull  out 
of  its  1995  recession,  but 
higher  rates  in  the  U.  S.  and 
trade  grumbles  in  Brazil  could 
slow  growth  in  the  second  half. 

Private  economists  expect  real 
gross  domestic  product 
to  grow  about  4.5%  in 
1997,  after  a  4.4%  gain 
in  1996,  and  a  4.6% 
drop  in  1995  after 
Mexico's  peso  devalua- 
tion plunged  much  of 
Latin  America  into  re- 
cession. Faster  growth 
may  ease  some  of  the 
unrest  caused  by  high 
unemployment  as  well 
as  help  to  hold  down  the  govern- 
ment deficit.  Inflation  is  expected 
to  rise,  but  only  to  1%  to  2%,  af- 
ter consumer  prices  showed  al- 
most no  change  in  1996. 

Business  investment  should  lead 


THE  TRADE  PICTURE 
FALLS  INTO  THE  RED 
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1997  growth,  but  it  will  widen  the 
trade  deficit,  since  most  of  the 
capital  goods  will  be  imported. 
The  trade  deficit  for  the  first  two 
months  of  1997  rose  to  $606  mil- 
lion, vs.  $336  milHon  in  the  same 
period  of  1996.  On  a 
12-month  moving  av- 
erage, which  smooths 
out  volatility,  the 
trade  balance  is  in 
deficit  for  the  first 
time  in  V/>  years 
(chart).  January  and 
February  imports 
jumped  35%  above 
their  year-ago  levels, 
with  gains  in  a  broad 
range  of  goods. 

Exports  are  up  29%  so  far  this 
year  and  will  continue  to  rise  giv- 
en Latin  America's  expected  up- 
turn. Brazil,  however,  has  begun 
to  restrict  its  imports  by  curbing 


financing.  That  move  raises  ques 
tions  about  the  Mercosur  Bloc 
trading  group,  and  Argentina's 
ability  to  sell  to  Brazil,  its  bigges 
trading  partner  Any  slowdown  ii 
exports  will  hurt  industrial  pro- 
duction, up  7.9%  over  the  year 
ended  in  February,  as  well  as 
worsen  the  trade  deficit. 

The  wider  trade  gap  is  partly 
why  growth  in  the  first  half  will 
look  stronger  than  in  the  second 
half.  Another  reason  is  that  fiscal 
policy  will  be  easier  ahead  of  the 
midyear  elections,  but  spending 
will  slow  afterwards.  Also,  the  jit 
ters  in  U.S.  financial  markets  are 
rippling  through  other  bourses, 
hurting  Argentine  stocks  and  lift- 
ing bond  yields.  The  worry,  of 
course,  is  that  a  higher  cost  of 
capital  will  kick  in  just  as  busi- 
ness spending  is  expected  to  add 
momentum  to  the  recovery. 
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"n  It's  here.  The  power  you've 
been  waiting  for  in  a  mobile 
PC.  The  Pentium®  processor 
with  MMX™  technology  is 
now  available  for  the  mobile  platform. 
Combine  our  new  processor  with  software 
written  for  Intel  MMX  media  enhancement 
technology,  and  you  get  great  multimedia. 


communications  and  imaging,  improving 
video  conferences  and  presentations  while 
you're  on  the  road.*  You'll  have  the  power  to 
run  today's  business  applications,  as  well  as 
future  multimedia  applications  that  can  be 
maximized  with  Intel  MMX  technology.  The 
mobile  Pentium  processor  with  MMX  tech- 


nology. Pack  up  and  go.  www.intel.com/mobile 


Intel. 

The  Computer  Inside; 


©  1997  Intel  Corporation.  *As  compared  to  a  Pentium*  processor  without  Intel  MMX™  technology  at  the  same  speed 
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Has  any  athlete,  anywhere,  anytime 
come  this  fai'  this  fast?  In  the  space 
of  a  httle  more  than  seven  months, 
Eldrick  "Tiger"  Woods  has  become 
a  sports  legend  whose  name  is  spo- 
ken in  the  same  breath  as  Babe 
Ruth,  Jackie  Robinson,  Pele,  Mu- 
hammad AU,  and  Michael  Jordan. 
At  21,  he  has  tiuTied  the  whitebread  world  of  golf  on 
its  ear,  captured  the  imaginations  of  millions  who 
know  nothing  about  the  game,  and  positioned  himself 
as  ai'guably  the  most  sought-after  pitchman  in  Amer- 
ica. And  his  fu'st  year  as  a  pro  is  far  ft-om  over 

Are  we  all  getting  a  little  hy]3erbolic  here?  Proba- 
bly. But  it's  hard  not  to  be  infected  by  the  phenome- 
non that  is  Tiger  Woods.  Certainly,  his  rocket  trip  to 
fame  and  fortune  has  a  good  deal  to  do  with  the 
Electronic  Age.  In  a  nanosecond  or  two,  his  blowout 
win  at  the  Masters — ^besting  his  closest  opponent  by 
12  strokes — was  news  all  over  the  globe.  But  in  a 
world  going  nuts  for  golf,  there  is  more  to  the  instant 
mysticjue  than  a  kid  with  a  club  who  can  make  those 
little  white  balls  do  anything  he  wants. 

For  one  thing,  he  is  an  underdog.  Maybe  not  to 
the  other  playere  on  the  Toui'.  But  to  the  world  outside  of 
golf,  he  is  an  African  American/Asian  American  in  a  white 
man's  game.  He  is  a  Generation-Y'er  in  what  is  widely 
thought  of  as  an  older  man's  sport.  And  he's  handsome,  fo- 
cused, poised,  thoughtful — and  maybe  even  socially  responsi- 
ble. Did  somebody  say  they  were  looking  for  a  hero? 
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LESS  IS  MORE? 


For  now,  Woods's 
agent  wants  just  a 
few  very  big  deals 


Success,  however,  is  coming  at  Tiger  Woods  with  a  r-ush 
that  could  topple  a  redwood.  The  President  is  on  the  horn. 
Corporate  America  is  begging  to  give  him  millions  to  sell  its 
wares.  The  golf  business  can  suddenly  divide  its  history  into 
B.T.  (before  Tiger)  and  A.T.  (after 'Tiger).  And  his  father. 
Earl,  among  others,  is  talking  of  Tiger  as  a  bridge  between 
races,  between  nations — as  a  bridge  to  God  knows  where. 
General  Powell  in  a  Nike  hat. 

So  hot  is  the  hype  that  David  A.  Davis 
of  Los  Angeles  investment  bank  Houli- 
han, Lokey,  Howard  &  Zukin  figures 
that  if  Woods  decided  to  sell  Tiger- 
backed  bonds,  he  could  easily  raise 
$100  million. 

Make  no  mistake.  Tiger  is — as  he 
is  invariably  d'  scribed — "cool."  But 
you'd  expect  !li;;t  from  someone  who 
knows  the  limelight  like  the  back  nine  at 
Augusta  National.  Born  to  Kultida 
"Tida"  and  Earl  Woods  in  Cypress, 
Calif.,  in  1975,  Tiger  was  deemed  a  goLf 
prodigy  before  he  took  his  first  steps. 


In  seven  months,  he  has 
taken  the  golf  world  by  stori 
and  made  millions.  Can  he 
handle  the  crush  of  success?: 


The  Myth  now  has  it  that  Tiger  was  on  the  practice  green 
18  months,  though  the  world  got  its  first  peek  at  him  when! 
a  2-year-old  he  putted  impressively  against  Bob  Hope  on  tl 
Mike  Douglas  TV  show.  That  caught  the  attention  of  Hug 
Norton  of  International  Management  Group,  the  power| 
agency  and  sports  marketing  fii7n  that  now  represents  Tii 
So  did  stories  that  this  toddler  was  shooting  a  48  for  nine  holj 
MADDING  CROWD.  Still,  it  wasn't  until  Tiger  began  his 
markable  winning  streak  as  a  teenage  amateur  golfer— | 
all,  he  won  three  straight  U.  S.  Golf  Assn.  Junior  Titles  a| 
thi'ee  consecutive  U.  S.  Amateur  championships — that  Nort| 
began  seriously  courting  him.  As  a  freshman  at  StanfoJ 
University,  Tiger's  star  burned  brighter  than  ever:  He  wi 
the  1996  National  Collegiate  Athletic  Assn.  champion 
before  signing  with  imc  and  turning  pro  in  August. 

All  that  having  been  said,  Tiger  is  not  Houdini.  Can 
keep  his  eye  on  the  golf  ball?  Build  a  bigger  roster  of  Gr; 

A  endorsement  deals?  Satisfy  the  sure- 
increase  demands  of  the  pga  Tour, 
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handlers  at  International  Mana^ 
ment  Group,  and  TV?  Stave  off  ov 
exposui'e?  Siu'vive  intense  scrutin 
And  serve  as  the  role  model  that 
thinks  it  is  his  duty  to  be? 
At  I  mi  ;,  the  strategy  put  togeth 
by  Norton  is  already  under  assau 
For  the  short  haul,  Norton  figiu*ed,  Hei 
should  just  sign  a  few  fat  multiyear  ccj 
tracts  with  top-shelf  companies.  Say,  $40  million  fi-om  Nike,  $! 
milhon  from  Titleist/Cobra,  and  stock  in  Planet  Hollywo 
International,  parent  of  the  Official  All  Star  Cafe,  now  wor| 
about  $7  million.  But  Norton's  minimalist  game  plan  is  be: 
rocked  by  the  madding  coqiorate  crowd  at  the  gate. 

McDonald's  Corp.,  for  instance,  months  ago  dismissed  t 
idea  of  signing  Tiger  despite  Norton's  pleading  that  Mick 
D's  and  his  guy  were  made  for  each  other  Like  a  lot  of 
year-olds,  the  kid  is  known  to  scarf  down  a  Big  Mac  and| 
large  order  of  salty  fries  several  times  a  week.  Norton  sa 
McDonald's  execs  wonied  that  Nike  Inc.  had  already  ruinJ 
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Tiger's  image  with  its  first  edgy  ads  in  which  he  said  there 
were  still  golf  courses  in  America  that  wouldn't  let  him  play. 
But  guess  who  Norton  says  was  calling  the  Monday  after  the 
Masters  to  try  and  cut  a  deal?  P^'or  now  at  least,  Norton  says 
Tiger  will  confine  his  interest  in  McDonald's  to  its  menu. 
(McDonald's  claims  that  it  hasn't  approached  him.) 

You'd  expect  that  the  rush  and  the  clamor  of  instant  star- 
dom would  be  a  blur  in  Tiger's  eye  and  a  din  in  his  ear  But 
just  as  he  became  his  own  man  on  the  gi-eens — breaking 
away  from  his  dad,  the  ex-Green 
Beret  lieutenant  colonel  who  taught 
him  golf — Woods  seems  to  be  re- 
sponding to  the  business  pressiu'es 
thinast  upon  him  by  taking  control. 
He's  incorporated  as  etw  Inc.  to 
shield  his  assets,  moved  to  Florida 
(where  there's  no  income  tax),  and, 
overwhelmed  by  fans  on  commercial 
flights,  invested  in  a  private  jet.  Not 
bad  for  a  guy  who's  filing  an  income 
tax  retmn  for  the  fii-st  time  this  yeai'. 

"This  is  my  life,"  Tiger  said  in  a 
phone  intei-view  two  days  after  the 
Mastei-s,  "and  anything  that  involves  my  time 
have  a  say-so.  Other  peoj^le  making  decisions  for  me — 
if  they  think  that's  for  me,  then  we're  going  to  have  a 
clash.  And  that's  what  you  don't  want  to  happen." 

On  a  sunny  moi'ning  in  Florida  in  early  March, 
Tiger  was  sitting  in  a  conference  room  at  the  Isle- 
worth  Country  Club,  not  far  fi'om  his  thi'ee-bedroom 
villa — a  moi-e  modest  affair  than  the  mansions  of  neigh- 
bors Ken  Griffey  Jn  and  img's  Mr  Big,  Mark  H.  Mc- 
Comiack.  Sipping  juice  and  munching  fi-om  the  spread 
of  fi-uit  and  pastries,  he  listened  intently  to  a  mar- 
keting skull  session  between  his  ma  handlers  and  a 
half-dozen  creative  types  fi'om  Nike.  Unimpressed  with 
the  yammering  about  the  shape  of  his  next  ad  cam- 
paign, he  told  the  room:  "I'm  still  a  kid.  And  I  really 
think  people  forget  that.  I  want  my  next  spot  to  show 
me  as  still  being  a  kid." 

THROWING  CASH.  Being  a  kid  may  be  a  clue  to  a  fu- 
tui'e  endorsement  contract.  IM(;  is  in  talks  with  auto- 
mobile and  credit-card  companies,  but  a  beverage  deal 
might  well  be  the  logical  move  because  it  would  help  Tiger 
broaden  appeal  to  young  people.  After  all,  golf  isn't  hoops — 
yet.  "We  want  him  to  connect  with  the  grimges — and  the 
gi'andmothers,"  says  Norton. 

"Coke,  Gatorade,  or  Pepsi,  you  know  that  they  are  ali'eady 
making  the  calls,"  says  Lon  Rosen,  Magic  Johnson's  agent  and 
pi-esident  of  Los  Angeles-based  Fii-st  Team  Mai'keting.  "He's  a 

natiu'al  for  them.  Tliis  kid  is  the  real  tiling  Tliere  ai'e  going 

to  be  people  tlu'owing  all  kinds  of  money  at  liim.  Five  hunch'ed 
grand  here,  a  hundred  gi'and  there.  But  your  public  sees  you 
for  the  kinds  of  things  you  endorse.  You  endoi'se  second-rate 
products,  and  they  start  to  think 
you're  second-rate,  too." 

Richard  Zien,  a  partner  in  the 
Los  Angeles  firm  Mendelsohn/Zien 
Advertising  Inc.,  believes  Tiger  has 
a  crucial  quality — getting  the  crowd 
to  identify  with  him.  "Larry  Bird 
was  just  as  gi-eat  a  basketball  play- 
er as  Magic  Johnson,"  he  says,  "but 
Bird  got  virtually  no  endorsements 
and  Magic  got  so  many  because 
[Johnson]  had  the  ability  to  reach 
out  and  gi-ab  the  crowd."  Tiger  has 


wants  to  make  his  opponents  fear  him.  The  crowd  fejs 
that,  they're  drawn  to  that  pure  aggression."  ' 

A  beverage  deal  would  move  Tiger  beyond  the  less-'i- 
more  endorsement  strategy  originally  conceived  by  Norta, 
as  would  a  watch  endorsement  now  being  wi-apped  up.  "I  It 
certain  that  the  coi'e  contracts — that  is  the  clothes,  shoes,  aj 
hat  he  wears,  the  clubs  he  plays  with,  the  golf  ball  he  his, 
the  bag  he  canies — would  bring  unprecedented  amounts  if 
money  for  Tiger  I  felt  those  core  agi-eements  would  ess(r 
tially  set  him  up  for  life,"  says  Norton.  ■  *i 

The  approach  struck  a  chord  with  Woods  and  his  fam:j^^  aSf 

LEADEJRS  _ 


YES!  Tiger  exults  at  the  Masters.  Norton  ha 


who  worried  that  loading  him  up  with  endorsement  det 
while  he  was  still  new  to  the  pga  Tour  might  lead  to  bur- 
out.  "We  agi'eed  to  set  up  a  moratorium  not  to  do  any  e 
dorsements  until  he  could  get  six  months  under  his  belt  as 
professional,"  Norton  explains.  Adds  his  mother,  Kultidf' 
"We  are  not  a  greedy  family.  We're  not  the  type  of  family  i, 
sell  out  our  son  to  get  a  lot  of  money." 

"The  real  issue,"  says  Tiger,  "is  that  if  I'm  spread 
thin  with  a  lot  of  endorsements,  then  my  golf  is  going  to  si; 
fer.  That  is  what  I  don't  want  to  happen." 

Of  course,  no  one  wants  his  game  to  suffer — least  of  aU  til 
golfing  Establishment,  which  ain 
to  ride  Tiger's  increasingly  hroi 
coattails  right  into  the  next  centui. 
"Short  term,  [his]  impact  ha; 
ready  been  gi'eat.  We've  seen  tel 
vision  ratings  and  attendance  up  f( 
tournaments  where  he  didn't  pi 
just  because  of  the  attention  he 
bringing  to  the  game,"  says  pg 
Tour  Commissioner  Timothv 
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the  same  thing,  says  Zien. 
wants  to  win  every  time  out,  he 
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Super  Bowl  status  yet,  but  Nielsf 
gave  CBS  a  14.1  rating  and  a  c 
shai-e  for  the  final  round  of  the  Ma 
ters.  That  means  roughly  14  millic 


[at- 
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iople  saw  Tiger  do  his  thing  in  the  most  closely  watched  golf 
lurnament  in  history. 

But  wait,  there  is  an  even  more  amazing  number  attrib- 
;able  to  the  buzz  about  Tiger:  For  the  25  minutes  that  the 
lurnament  slopped  over  into  prime  time  in  the  East,  it 
isted  a  20.2  rating  and  a  39  share,  cbs  has  no  shows  that 
ick  up  those  kinds  of  numbers.  Indeed,  only  er  has  a  39 
lare.  You  can  be  sui'e  that  they  are  stats  the  pga  Tour 
ill  be  pulling  out  later  this  year  when  a  couple  of  its  key 
lumaments  come  up  for  bidding.  Fox,  for  one,  has  been 
asperate  to  get  into  golf  since  1994,  when  Rupeit  Murdoch 
id  Greg  Norman  unsuccessfully 
tempted  to  launch  a  golf  league. 

The  upside  for  the  game  from 
le  mania  for  young  Woods  cer- 
inly  outweighs  the  drawbacks — 
it  golf  has  to  pet  this  Tiger 
;ntly.  Because  of  his  drawing 
)wer  and  right  to  choose  where 
;  plays.  Woods  can  turn  a  ho- 
im  tournament  into  an  overnight 
manza. 

■W  PHONE  SYSTEM.  At  the  Mo- 

rola  Western  Open  in  Lamont, 
L,  where  Woods  has  said  he  will 
ay  in  early  July,  Barry  Cronin, 
rector  of  sports  marketing,  says 
crowd  of  250,000  is  expected — up 
om  170,000  last  year.  "The  phone 
isn't  stopped  ringing  since  Mon- 
ty morning,"  says  Mary  Eliza- 
ith  Griffin,  a  receptionist  at  the 
estem  Golf  Assn.,  which  coordi- 
ites  the  event.  "We  put  in  a  new 
lone  system  that  increased  the 
les  fr'om  6  to  11.  People  want  to 
low  if  Tiger  is  coming.  I've  never 
■en  anything  like  this." 
Jim  L.  Awtrey,  ceo  of  pga  of 
merica,  figures  that  if  Tiger  de- 
des  to  play  a  lot,  he  could  show 
)  for  18  or  20  of  the  45  pga 
'ents  scheduled  for  this  year.  But 

!  can  play  overseas  if  he  gets  an  exemption  from  pga  Com- 
ish  Finchem  (how  could  he  say  no?),  and  img  controls  or  has 
iationships  with  a  number  of  foreign  tournaments.  Since 
any  overseas  tournaments  pay  appearance  fees,  that  only  in- 
eases  the  power  of  Woods  and  img. 
Woods's  influence  on  the  golf  equipment 
isiness  promises  to  be  equally  intense, 
obra  Golf  founder  and  Vice-Chairman 
tiomas  L.  Crow  predicts  that  the  Tiger 
de  will  raise  a  lot  of  boats.  "All  the  man- 
acturers  have  an  opportunity  to  feed  off 
ger,"  he  says. 

Retailers  probably  won't  do  too  badly 
ther.  Corinne  Pinsof-Kaplan,  owner  of 
hicago  Golf  &  Tennis  Co.,  says  that  since 
pr.  9,  the  day  before  the  Masters  began, 
lies  have  tripled.  "There  has  been  a 
■emendous  impact,  considering  that  it 
lowed  in  Chicago  all  last  weekend,"  says 
insof-Kaplan.  "Woods  is  going  to  help  my 
onth  significantly.  People  have  been  com- 
g  in  for  Titleist  balls  and  Nike  shoes.  It's 
>e  best  Nike  has  done  in  my  store." 
That  sort  of  immediate  impact  raises  a 
lestion  in  the  world  of  ads  and  endorse- 
ents:  Does  Tiger  have  Nike,  or  does  Nike 
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The  number  of  golfers 
is  growing, but  nowhere 
near  as  fast  as  the 
amount  of  money 
they're  spendin 


have  Tiger?  Says  adman  Zien:  "The  question  is  whether  he  is 
so  closely  identified  with  Nike  that  anyone  w\\\  ever  take  him 
seriously  as  a  spokesman  for  a  car  or  anything  else.  Nike 
owns  him." 

It  certainly  felt  that 
way  as  Nike  troops 
retiuTied  to  Beaveiton, 
Ore.,  fi-om  the  taking  of  the  Masters  in  Augusta,  Ga.  Veterans 
and  newcomers  ahke — elated  by  their  man's  stunning  per- 
fonnance — were  liigh-fiving  all  across  the  company's  rambling 
campus,  with  its  statues  of  many  of  modern  histoiy's  gi-eatest 

athletes.  That  was  in  shai-p  con- 
trast to  the  initial  responses  of 
some  insiders  last  year  to  Nike's 
$40  million  deal  with  Tiger. 

Back  then,  some  employees 
openly  questioned  the  wisdom 
of  spending  so  much  money  on  a 
relatively  unknown  athlete  in  a 
sport  Nike  had  all  but  ignored 
before.  But,  says  Nelson  Far- 
ris,  a  24-year  Nike  veteran  who 
is  director  of  corporate  educa- 
tion, CEO  Pliilip  H.  Knight  stuck 
with  his  gut.  "Knight  saw  that 
this  kid  represents  the  core 
stuff  we  al- 
ways  talk 
about  around 
here.  He  has 
this  unique 
character  that 
transcends 
everything. 
Knight  select- 
ed this  kid  to 
be    a  Nike 
guy  because 
he  saw  that 
the  pieces 
were  there  for  gi'eatness." 

The  morning  after  the  Mas- 
ters, Nike  was  looking  like  the 
big  genius  in  Corporate  America.  But  as  Fanis  so  rightly 
points  out.  Knight  and  Nike  were  bulhsh  from  the  beginning. 
Just  days  after  signing  Woods  on  Aug.  28,  Nike  took  the  un- 
precedented step  of  pulling  some  20  TV  ads  it  had  scheduled  to 
mn  during  the  Labor  Day  weekend  and  replacing  tin  in  with 
spots  featiuing  l^ger  At  tlv  time, 
golf- related  products  mad  •  up  just  ; 
1%  of  Nike's  overall  re\'eni'.'s. 

Now,  Nike  expects  its  (ledgUng 
golf  biz  to  reach  $180  mili'un  in  rev- 
enues by  the  end  of  fiscal  S998.  That 
would  represent  a  60%  increa^  over  fiscal 
'97.  Next  spring,  Nike  will  lai.nch  a  Tiger 
Woods  apparel  line,  and  sho^'  lv  thereafter, 
a  line  of  golf  footwear.  "It  i  '.  be  the  end 
of  loud  pants  and  loud  shii^."  says  Sean 
Brenner,  editor  of  newslel  ■  '■r  Team  Mar- 
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keting  Repoii.  "His  fast'; 
redefine  what  people  ' 
course  the  way  Michae 
basketball  shorts  influei: 
players  wanted  to  we; 

More  immediately, 
man,  director  of  mai 
the  company  is  spf  ; 
congi-atulatoiy  tv  a- 


clothing  might 
■  f  on  the  golf 
axlan's  taste  in 
;  what  basketball 
11  the  courts." 
^  Rodney  J.  Tall- 
(g  for  Nike  Golf, 
$2  million  on  a 
iipaign  that  was  ex- 
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EARL  WOODS 

..O.O..  TIGER  WOODS 


EARL'S  BOOK,  just  out,  is 
in  its  second  priyiting 


^mtm.  pected  to  hit  the  airwaves  on 

JHR.  Apr.  16.  "On  [Masters]  Sunday," 

8^™,  says  Tallman,  'the  Hger  era  be- 

gan in  golf.  His  visibility  right 
now  is  second  to  none." 

But  is  Tiger  already  too  visi- 
ble? "The  last  thing  you  want 
to  see  is  for  img  to  run  him  so 
hard  around  the  world  that  he 
tires  his  ass  out,"  says  Crow  of 
Cobra.    Adds    Lewis  Jones, 
deputy  media  director  at  J.  Wal- 
ter Thompson  in  New  York: 
"There  is  a  lot  of  risk  in  people 
trying  to  strike  while  the  iron  is 
hot.  If  you  miss  it,  it  will  never 
happen  again.  But  the  question 
is  when  to  strike  and  when  to 
wait  and  when  to  pull  back. 
It's  a  complicated  business,  and 
not  a  lot  of  people  know  when  to  make  those  choices." 

And  in  this  era  in  which  the  bigger  your  celebrity,  the 
more  your  private  life  seems  to  get  dissected,  one  agent  wor- 
ries that  the  Tiger  media  frenzy  is  certain  to  attract  more 
than  gentle  sports  writei-s.  Already,  there  is  talk  about  the  chil- 
dren from  a  first  mairiage  that  Earl  Woods  left  behind  and 
trouble  in  his  current  marriage  to  Tiger's  Thai-bom  mother. 
"That's  ridiculous,"  says  Kultida.  "This  really  bugs  me.  White 
people  have  three  or  four  houses,  and  it's  0.  K.  for  them,  but 
when  minorities  do  that,  somehow  it  means  we're  spht."  Says 
Jones:  "You  don't  know  what  [yoimg  stars]  are  going  to  say 
once  the  press  gets  to  them.  He  looks  Mke  he  can  handle  it,  but 
I  am  not  sm"e  that  he  has  had  as  much  as  he  is  going  to  get." 
FRESH  AIR.  For  now,  though,  the  media  can't  stop  cooing 
over  Tiger  One  reason  is  that  to  a  public  tired  of  trash- 
talking,  spit-hurling,  head-butting  sports  millionaires.  Tiger  is 
a  breath  of  fresh  air  "Quite  frankly,"  says  Tiger,  "I  think  it's 
an  honor  to  be  a  role  model  to  one  person  or  maybe  more 
than  that.  If  you  are  ever  given  a  chance  to  be  a  role  model, 
I  think  you  should  always  take  it  because  you  can  influence  a 
person's  life  in  a  positive  light,  and  that's  what  I  want  to  do. 
That's  what  it's  all  about." 

No  ont-  tlisputes  that  Tiger  has  awakened  a  lot  of  people 
who  found  watching  a  golf  tournament  just  sUghtly  more 
energizing  than  laying  yoiu-  head  on  a  flufiy  pillow.  But  can  he 
really  bridge  the  divide  between  African  Americans  and 
Asian  Amei  icans,  between  black  America  and  white  America, 
between  the  jirivileged  and  the  disadvantaged? 

"1  think  Tu^er  has  been  able  to  do  what  very  few  golfers 
have  been  aiiU'  to  do  in  the  past — he  made  golf  'cool,' "ob- 
serves John  .Mncrison,  director  of  the  Los  Angeles  lpga  Ur- 


ban Golf  Program.  He  says  the  number  of  kids  in  his  progrji 
has  ballooned  since  Woods  went  pro.  S 
Says  David  Falkner,  author  of  Great  Time  Coming:  IM 
Life  of  Jackie  Robiyison  From  Baseball  to  Birmingham 
"What  Tiger  has  done  is  less  significant  than  what  Jace 
Robinson  did.  Robinson  was  a  person  up  against  a  natio  u 
color  ban-ier  rather  than  a  color  barrier  in  one  section  of  - 
ciety.  Jackie . . .  helped  to  trigger  the  civil-rights  movement,  s 
spectacular  as  Tiger  Woods's  accompUshments  are,  I  dot 
think  they  have  the  same  social  significance." 

Alan  C.  Page,  a  pro  football  Hall  of  Famer  and  sir 
1993  an  associate  justice  of  the  Minnesota  Supreme  Cou. 
believes  Tiger  Woods  


TOP  OF  THE  HEAP  IN 
ENDORSEMENTS 


has  a  real  contribution 
to  make — but  he  may 
not  make  it  tomorrow. 
"We  as  a  society  like  to 
look  at  the  short  term 
for  long-term  answers," 
says  Page,  who  founded 
the  Page  Education 
Foundation,  which 
awards  grants  to  minor- 
ity students  willing  to 
work  with  disadvan- 
taged children  in  their 
communities.  "This  is  a 
very  young  man  who 
has  a  lot  to  contribute 
and  will  face  a  lot  of 
challenges  along  the 
way.  That's  what  life  is 
about.  Hopefully,  he  will 
grow   and   mature  in 


Rick  Bradley,  who  heads  William  Morris  Agency  Ind 
sport  unit,  isn't  so  sure  that  Tiger  will  have  a  major  imp^ 
on  black  America:  "He  translates  to  the  mtv  generation  a  ' 
more  than  he  does  to  the  inner  city." 

The  fact  is,  with  so  much  pressure  on  his  young  shouldei^ 
Tiger  may  soon  find  that  he  can't  be  all  things  to  all  pe(  i| : 
and  still  stay  focused  on  golf.  Lon  Rosen.  Magic  Johnsoi; 
agent,  says  that  recently  Tiger  came  to  \isit  Magic  on  the  s; 
of  a  photo  shoot.  Rosen  says  Magic  sat  down  with  Tig- 
and  told  him:  "There's  going  to  be  a  lot  of  people  who  a- 
pulUng  at  you.  You  just  have  to  be  yourself — not  who  thi' 
want  you  to  be."  Even  for  a  Tiger,  that's  going  to  be  toug 

By  Ron  Stodghill  II  in.  Cleveland,  Ronald  Grover  in  L- 
Angeles,  Gail  DeGeorge  in  Miami,  Linda  Himelstein  in  Sc. 
Francisco,  Richard  A.  Melcher  ami  A.  T.  Palmer  in  Chicai,, 
and  Mark  Hyman  in  Baltimore 


Total  annua 

Athlete 

contract' 

L  MICHAEL  JORDAN 

$40  Million 

2.  SHAQUILLE  O'NEAL 

17 

3.  ARNOLD  PALMER 

15 

4.  ANDRE  AGASSI 

13 

5.  TIGER  WOODS 

10 

6.  DALE  EARNHARDT 

8.5 

7.  DENNIS  RODMAN 

8.5 

8.  MICHAEL  SCHUMACHER  8 

9.  PETE  SAMPRAS 

8 

io.  JACK  NICKLAUS 

DATA;  lEG  SPONSORSHIP  REPORT,  CHICAGO 

see  today  even  better." 

ON  GOLF  AND  KIDS 

44  In  order  for  ihe  game  to  become 
hip  and  appealiii  ■  to  young  people, 
they  have  to  undc  stand  the  history 
of  the  game.  The  !,  story  of  the 
game  is  that  it's  al  ,  lys  been  an 
elitist  type  of  sport  i  which  only  a 
person  with  a  subst;  tial  economic 
base  could  play.  And  bviously,  not 
all  families  have  that.  Vnd  I  think 
that  golf  needs  a  pers(  i  who  is 
young  enough  and  a  loi  ike  the 
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masses  of  kids  to  present  this  game 
to  them  as  a  sport  that  they,  too, 
can  play.  And  right  now,  I  seem  to 
be  the  one  who  is  in  that  position, 
but  a  lot  of  other  people  are  right 
behind  me.?? 

ON  GOLF  AND  RACE 

44  Race  might  be  an  overblown 
issue  in  such  fully  integrated  sports 
as  basketball  or  baseball.  But  golf  is 
still  difficult  to  penetrate.  Some  of 
the  clubs  are  still  closed.  So  I  guess 
that  is  why  a  lot  of  minorities  don't 


play  the  game.  So  if  you  classify  iw 
as  African  American  or  Asian  Ame 
ican,  that's  O.K.  for  now  because 
golf  has  been  predominantly  a  Cau 
casian  sport.  I  think  as  more  mino? 
ties  enter  the  game  and  the  influx 
of  golfers  increases,... that  issue  is 
sure  to  become  a  dead  issue.?? 

ON  HOW  HE'S  PERCEIVED 

4  4  From  my  view,  I  don't  think  I've 
transcended  the  issue  of  race,  but 
might  have.  It's  just  kind  of  hard  tc 
see  from  my  side  sometimes.?? 


h 
no 


I 


TIGER  MAY  DRIVE  ASIA'S  GOLF  NUTS  EVEN  WILDER 


Nike  and  Titleist  aren't  just  bet- 
ting a  combined  $60  million  that 
Tiger  Woods  will  take  them  to 
new  heights  in  America — they  are 
venturing  that  he  will  be  their  tick- 
et to  the  vast  golf  markets  of  Asia. 

Winning  the  Masters  will  only 
widen  the  popularity  Woods  enjoys 
as  an  Asian  American  vdth  a  Thai 
mother  and  a  Buddhist  heritage. 
Says  his  agent,  Hughes  Norton  of 
International  Management  Group: 
"He  can  make  a  much  bigger  impact 
in  the  Pacific  Rim  than  he  has  in  the 
U.  S."  In  November,  Nike  Golf  plans 
to  host  a  major  event  in  Japan — vdth 
Tiger  as  its  main  attraction.  Cobra 
Golf  is  considering  marketing  over- 
seas a  limited  edition  of  the  driver 
Tiger  used  in  the  Masters. 


close  to  100  courses  by  2004,  accord- 
ing to  the  Republic  of  China  Golf 
Assn. 

Some  in  the  industry,  such  as  Cap- 
po,  say  Tiger  will  do  for  golf  in  Asia 
what  Michael  Chang  has  done  for 
tennis.  Others  are  less  sanguine. 
What  Tiger  really  vdll  do,  says 
Callaway  Golf  Co.  President  and  CEO 
Donald  H.  Dye,  is  bring  the  already 
enormous  popularity  of  golf  in  Asia 
to  the  attention  of  Americans. 

Since  the  late  1980s,  improving 
economies  in  Asia  have  translated 
into  more  disposable  income  and  an 
appetite  for  the  status  symbols  that 
accompany  it.  Tommy  Armour  Golf 
Co.,  already  in  every  Asian  market, 
anticipates  that  its  strongest  growth 
will  come  from  Korea,  says  President 


Yet  golf  in  Asia  isn't  just  about 
playing  the  game.  In  most  of  Asia, 
golf  memberships  can  be  bought  and 
sold  like  stocks.  At  the  peak  of 
Japan's  period  of  wild  asset  inflation 
in  1988-89,  the  combined  value  of 
memberships  represented  some  10% 
of  Japan's  gross  domestic  product. 
Post-bubble,  prices  have  come  down 
substantially. 

WAITING  LISTS.  But  golf  shares  in 
other  Asian  markets  such  as  the 
Philippines  and  Singapore  are  still 
strong.  Brokers  often  use  the  shares 
as  a  gauge  of  economic  strength.  In 
the  Philippines,  some  bankers  prefer 
the  securities  over  real  estate  as 
collateral  for  loans.  At  the  tony 
Manila  Club  in  the  Philippines,  few- 
er than  half  of  the  members  or 


TEEING  UP:  At  many  of  the  multitiered 
ranges  in  Tokyo  (left),  starting  times 
a  re  required.  Golf  courses  are  even 
springing  up  in  Ho  Chi  Minh  City 


Tiger  may  give  golf  the  same  sort 
of  boost  overseas  that  he  is  deliver- 
ing in  the  U.  S.,  but  golf  mania  hit 
Asia  long  ago.  Limited  space  means 
many  Asian  countries  have  built  an 
entire  golf  culture  around  the  driving 
range.  "Go  to  any  driving  range  [in 
Taiwan],  and  it  is  standing-room 
only,"  says  John  Cappo,  assistant 
vice-president  for  marketing  at 
Sports  International,  the  leading  golf 
tournament  promoter  in  Taiwan. 
"Not  only  men  but  younger  college 
kids  and  women."  And  at  the  multi- 
tiered  ranges  in  Japan,  starting 
times  are  required. 

STATUS  SYMBOL.  With  the  opening  of 
Sai  Kung,  the  first  pubUc  course  in 
the  working-class  Hong  Kong  suburb 
of  T\in  Mun  two  years  ago,  some 
10,000  new  golfers  have  taken  up  the 
game,  says  Don  Allison,  director  of 
golf  development  for  the  Hong  Kong 
Golfing  Assn.  Even  China  will  have 


and  CEO  Michael  Magerman.  Unoffi- 
cial estimates  say  there  are  more 
than  25  million  golfers  and  4,300  golf 
courses  in  the  Asia-Pacific  region.  In 
the  U.  S.,  there  are  some  25  million 
golfers  and  15,390  courses,  according 
to  the  National  Golf  Foundation. 

Japan,  the  second-largest  golf  mar- 
ket after  the  U.  S.,  has  been  a 
driving  force  in  bringing  golf  to  the 
rest  of  Asia,  but  it  is  rapidly  becom- 
ing a  case  of  limited  supply  and  in- 
creasing demand.  The  high  cost  of 
golfing  at  home — a  round  of  golf  can 
easily  top  $200  per  person — spurred 
a  rash  of  course  development  across 
Asia.  Many  are  designed  by  high- 
profile  players  such  as  Greg  Norman, 
Jack  Nicklaus,  and  Arnold  Palmer. 
Now,  many  Japanese  "find  it  much 
cheaper — even  vdth  airfare — to  play 
elsewhere  in  Asia,"  says  Tad  Fuji- 
matsu,  chairman  of  .jal  Intemational 
Services  Inc.  in  New  York. 


shareholders  are  active  golfers.  In- 
deed, even  nongolfers  may  find  the 
$1  million  membership  at  the  exclu- 
sive Hong  Kong  Golf  Club — where 
the  waiting  list  currently  runs  19 
years — a  bargain. 

Still,  for  all  the  hype  and  high  cost 
of  golfing  memberships  in  Asia,  Pe- 
ter Yee,  marketing  director  for  the 
Hong  Kong  Debentures  Exchange, 
which  specializes  in  matching  buyers 
with  sellers,  says  the  market  is  not 
as  speculative  as  it  once  was.  "Golf  is 
a  prestige  thing  here,"  he  says, 
adding  that  judging  from  the  handi- 
caps he  has  seen,  the  golfers  at  the 
private  clubs  are  only  "so-so." 

Come  to  think  of  it,  that  doesn't 
sound  all  that  much  different  from  a 
lot  of  country  clubs  in  America. 

By  Kerry  Capell  in  New  York, 
with  Dave  Lindorff  in  Hong  Kong, 
Jonathan  Moore  in  Taipei,  arid 
Tomoko  Takahashi  in  Tokyo 
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Enjoy  the  first 
quarter's  profits- 
it  may  be  downhill 
from  here 


Shareholders,  enjoy  it  while  it 
lasts.  The  surging  economy  of 
1997  is  lifting  Corporate  Amer- 
ica's bottom  line  to  new  highs. 
The  70  companies  in  BUSINESS 
week's  flash  report  on  first-quarter  prof- 
its cranked  out  a  30%  increase  in  earn- 
ings over  the  same  period  in  1996  on 
just  a  9%  gain  in  sales.  Profit  reports 
that  exceeded  analysts'  midquarter  ex- 
pectations outnumbered  disappointments 
by  two  to  one.  When  the  final  results 
ai"e  in  from  all  companies,  the  overall  in- 
crease will  wind  up  below  that  of  the 
flash  sample.  But  there  should  still  be  a 
healthy  double-digit  increase — enough 
to  give  investors  a  respite  fi"om  the  bar- 
rage of  bad  news  that  has  dogged  Wall 
Street  in  recent  weeks. 

A  breather,  but  a  brief  one.  The  first 
quarter  may  be  the  last  this  year  to 
deliver  such  robust  earnings  gains.  Ris- 
ing labor  costs,  slowing  productivity 
growth,  and  the  strong  dollar's  hit  on 
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INDUSTRIALS 

206,953  1 
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14,1787 

+27 

0.81 

0.86 
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2,999.8 

+12 

534.8 

+11 
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3,223.1 

+2 
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-15.2 

NM 
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JOHNSON  &  JOHNSON 

5,715.0 

+7 

909.0 

+15 

0.68 

0.68 

MERCK 

5,567.9 

+23 

1,020.3 

+18 

0.83 

0.84 

NIKE  It 

2,423.6 

+53 

237.1 

+77 

0.71 

0.80 

NORTHROP  GRUMMAN 

1,964.0 

+23 

75.0 

+23 

1.27 

1.30 

OWENS  CORNING 

875.0 

+3 

42.0 

+8 

0.75 

0.76 

PFIZER 

3,002.0 

+  12 

602.0 

+16 

0.93 

0.93 

PHELPS  DODGE 

1,021.7 

+2 

137.5 

-10 

1.79 

2.12 

PHILIP  MORRIS 

18,217.0 

+4 

1,773.0 

+13 

0.74 

0.73 

REYNOLDS  METALS 

1,615.0 

-3 

43.0 

+153 

0.19 

0.27 

RUBBERMAID 

601.7 

+13 

34.0 

-18 

0.23 

0.23 

SHERWIN-WILUAMS 

1,069.8 

+25 

23.1 

+18 

0.13 

0.13 

TEXTRON 

2,551.0 

+  15 

125.0 

+15 

1.46 

1.47 

TRW 

2,659.6 

0 

119.2 

+2 

0.92 

0.92 

SERVICES 

42,996,4 

+21 

6,657.5 

+33 

1.09 

1.21 

AMR 

4,426.0 

+3 

152.0 

-3 

2.00 

1.65 

BANKAMERICA 

NA 

NA 

780.0 

+8 

1.96 

2.05 

CHASE  MANHATTAN 

NA 

NA 

927.0 

NM 

1.98 

2.01 

CITICORP 

NA 

NA 

995.0 

+9 

1.98 

2.01 

DOW  JONES 

606.0 

+4 

25.4 

-33 

0.27 

0.27 

overseas  earnings  all  signal  a  profit 
squeeze  ahead.  And  the  surprisingly 
strong  earnings  reports  suggest  an  over- 
heating economy — some  economists  es- 
timate that  growrth  hit  a  bhstering  5% 
annual  pace  from  January  through 
March. 

That's  likely  to  reinforce  the  Federal 
Reserve's  determination  to  rein  in  the 
economy  before  inflation  hits.  Benign 
news  on  inflation — the  consumer  price 


index  rose  only  0.1%  in  March — K 
the  Dow  Jones  industrial  average|jr,f 
228  points  on  Apr.  15  and  16.  But 
won't  keep  the  Fed  from  pulling 
lever  for  a  second  rate  hike  on  May 
That  expected  increase,  says  Allen  S 
chief  economist  of  Primark  Deci; 
Economics,  will  guarantee  that  'the 
quarter  was  the  last  hurrah  for  ex|| 
ordinary  growth."  Profits  will  k  i\ 
grovvdng,  but  gains  will  slow  to  6.7% 
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5,928.0 

+31 

642.1 

+23 

0.90 

0.96 

+0.06 

lOLOGY 

32.206.6 

+  / 

c.f  fiiv 

+o«? 

U.oo 

+  U.U  J 

.D  MICRO  DEVICES 

552.0 

+  1 

13.0 

-49 

-0.02 

0.09 

+0.11 

3MPUTER  t 

1,601.0 

-27 

-708.0 

NM 

-0.70 

-1.48* 

-0.78 

AfORKS  t1 

512.9 

-2 

0.3 

-99 

0.12 

0.00 

-0.12 

COMPUTER 

4,805.0 

+  14 

387.0 

+65 

1.30 

1.36 

+0.06 

CH 

240.9 

+6 

31.6 

-17 

0.17 

0.25 

+0.08 

ELECTRONICS 

4,128.2 

+14 

235.2 

-25 

0.62 

0.59 

-0.03 

6,448.0 

+39 

1,983.0 

+122 

2.05 

2.20 

+0.15 

LA 

6,642.0 

-5 

325.0 

-15 

0.48 

0.53 

+0.05 

IN 

2,899.0 

+5 

183.4 

-2 

0.79 

0.78 

-0.01 

lOSYSTEMS  1 1 

2,114.6 

+15 

223.5 

+56 

0.47 

0.58 

+0.11 

ISTRUMENTS 

2,263.0 

-15 

102.0 

-23 

0.57 

0.52 

-0.05 

lES  &  TELECOM 

14.89!.4 

+9 

1,729.7 

+6 

0.79 

0.81 

+0.02 

CH 

3,859.0 

+8 

536.0 

+12 

0.96 

0.97 

+0.01 

A  GAS  SYSTEM 

1,527.7 

+27 

162.7 

+8 

2.93 

2.94 

+0.01 

5,281.0 

+7 

665.0 

+8 

0.70 

0.69 

-0.01 

SON 

604.8 

-1 

76.0 

+4 

0.49 

0.51 

+0.02 

3,618.9 

+7 

290.0 

-7 

0.62 

0.67 

+0.05 

uarter  results  tt  Third-quarter  results      NM  =  not  meaningful       NA  =  not  available      *EPS  adiusted  for  special  items 
A;  STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  Of  THE  McGRAW-HILL  COMPANIES  EARNINGS  ESTIMATE  DATA  PROVIDED  BY  l/B/E/S 
INTERNATIONAL  INC.,  NEW  YORK,  NY  l/B/E/S  IS  A  REGISTERED  TRADEMARK  OF  l/B/E/S  INTERNATIONAL  INC. 


of  1997— and  5.8%  in  1998— according 
a  survey  of  investment  strategists 
First  Call  Corp. 

Vhat  does  this  mean  for  Wall  Street? 
;h  earnings  up  and  the  Standard  & 
)r's  500  index  down — off  7.5%  from 
Feb.  16  peak — stocks  now  trade  at 
'  times  expected  earnings,  down  from 
j  J.  But  that's  not  necessarily  a  buy 
I  lal.  "People  are  selling  the  companies 
I  h  good  earnings  because  they  figure 


profits  aren't  going  to  get  better,"  says 
Ronald  C.  Ognar,  portfolio  manager  for 
the  Strong  Grovidh  Fund. 

Wall  Street's  forward  spin  on  earn- 
ings was  clear  in  the  market's  treat- 
ment of  Intel  Corp.  With  technology 
driving  both  the  boom  economy  and  the 
bull  market,  the  chipmaker  that's  inside 
90%  of  all  personal  computers  has  been 
a  bellwether.  Intel  boosted  first-quarter 
profits  by  122%  on  a  sales  gain  of  39%, 


thanks  to  a  shift  toward  pricier  Pen- 
tium MMX  microprocessors.  Earnings  per 
share,  at  $2.20,  exceeded  analysts'  mid- 
quarter  expectations  by  7%,  according 
to  Wall  Street-watcher  i/b/e/s  Interna- 
tional Inc. 

TECH  SUDE?  But  more  telling  was  what 
Intel  said  about  the  future:  Second- 
quarter  revenues  will  be  flat,  execu- 
tives say,  and  gross  margins  will  shrink 
under  pricing  pressures  and  the  costs 
of  rolling  out  the  Pentium  II  chip  on 
May  7.  Compaq  Computer  Corp.  told  a 
similar  story.  Its  first-quarter  profits 
rose  65%  on  a  revenue  gain  of  14%  as 
it  sold  more  high-margin  servers  and 
workstations.  But  second-quarter  prof- 
its vdll  be  flat,  says  CFO  Earl  Mason. 
Beleaguered  Apple  Computer  Inc.  lost 
$708  million,  including  $530  million  of 
charges.  Little  wonder  that  despite  the 
uptick  in  the  Dow,  high-tech  stocks 
continue  their  slide.  The  nasdaq  Com- 
posite Index  dropped  3.1%  from  Apr.  8 
to  Apr  16. 

Another  key  bull-market  sector — 
financial  services — enjoyed  a  solid  first 
quarter  Profits  rose  at  double-digit  rates 
for  brokers  such  as  Merrill  Lynch  &  Co. 
(up  13%)  as  well  as  banks  such  as  First 
Chicago  NBD  (up  12%).  One  worrisome 
note:  Credit-card  chargeoffs  rose,  hitting 
5.9%  of  outstanding  card  loans  at  Citi- 
corp and  7.4%  at  First  Chicago.  And 
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In  business,  the  lone  wolf  is  a  vanishing  species.  No  single  company  has  all  the  answers. 
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higher  rates  latei-  on  can  only  hiul  bank 
profits. 

Detroit  burned  rubber  in  the  first 
quarter.  General  Motors  Coi-]).,  bouncing 
back  fi-om  a  strike-afflicted  fii'st  quarter- 
of  1996,  posted  a  125%  gain  in  profits 
from  continuing  operations.  <;m's  North 
American  operations  contributed  $764 
million  to  the  bottom  line — the  best  re- 
turn in  more  than  a  decade.  Ford  Motor 
Co.  boosted  net  profits  125% — beating 
analysts'  expectations  by  33%  with 
strong  sales  and  $800  million  in  cost 
cuts.  Still,  carmakers  doubt  that  they'll 
maintain  what  has  been  a  15.5  million- 
unit  annual  pace.  "The  first  quarter  is 
probably  the  strongest  we're  going  to 
see,"  says  Ford  CFO  John  Devine. 

Some  spots  ah-eady  show  signs  of  a 
profit  slowdown.  Multinationals  fi'et  about 
the  dollar,  up  9%  against  the  yen  and 
12%'  against  the  mai'k  so  far  this  year 
Dinginaker  Pfizer  Inc.  posted  a  solid  16% 
gain  in  fii-st-cjuaiter  profits — but  investor's 
sold  off  its  shar'es  on  management's  warn- 
ings that  the  dollar  would  dampen 
gr-owth  in  sales  and  earnings.  For  East- 
man Kodak  Co.,  the  buck  is  ab-eady  bit- 
ing: CiuTency  adjustments  cost  the  bot- 
tom line  more  than  $22  milhon, 
contributing  to  a  46%  dr'op  in  earnings. 

Meanwhile,  costs  are  raising  at  home 
for-  many  businesses.  With  unemploy- 
ment at  a  low  5.2%,  unit  labor  costs 
are  starting  to  climb  faster  than  pr-ices. 
"As  employer-s  dig  deeper-  in  the  labor 
pool,  they  have  a  har-der  time  finding 
pr-oduc-tive  worker's,"  says  Mar-k  M.  Zan- 
di,  chief  economist  for  Regional  Finan- 
cial Associates  Inc.  Nor  can  companies 
count  on  low  medical  inflation  to  offset 
wage  gains:  Employer's'  health-car'e  costs 
will  rise  4%  this  year  and  could  soar 
10%'  or-  more  in  1998. 
RATE  HIKE?  Companies  hoping  to  pass 
on  these  r-ising  costs  to  ever-r-icher  cus- 
tomers may  be  let  down.  Fed  Chair- 
man Alan  Greenspan  "has  guaranteed 
us  he's  going  to  slow  the  economy,"  says 
investment  strategist  Charles  J.  Pr-adil- 
la  of  Cowen  &  Co.  That  portends  slow- 
er revenue  growth  and  little  tolerance 
for  pr'ice  hikes. 

Disappointing?  Well,  if  the  pr-ognosti- 
cators  are  right  about  single-digit  prof- 
it gi'owth  ahead,  we'll  not  likely  see  the 
bull  of  '96  retur-n.  But  if  the  Fed  can 
pr'olong  the  low-inflation  economy,  eai-n- 
ings  should  be  strong  enough  to  keep 
the  bear  at  bay.  And  that,  in  an  expan- 
sion heading  toward  its  seventh  year, 
ought  to  be  success  enough. 

By  Mike  McNamee  in  Washington, 
with  Jeffrey  M.  Laderman  and 
Frederick  F.  Jespersen  in  New  York 
and  bureau  reports 


TECHNOLOGY 


THE  HOnEST  THING 
IN  GREEN'  WHEELS 

Daimler's  huge  bet  on  fuel  cells  lights  a  fire  under  rivals 


Today,  the  space  shuttle  is  about  the 
only  vehicle  using  fuel  cells,  the 
high-tech  wonders  that  tur-n  hydro- 
gen into  electricity.  But  Daimler  Benz 
wants  to  put  fuel  cells  under  your  hood. 

On  Apr.  14,  the  German  carmaker 
shocked  the  auto  industry,  when  it 
vowed  to  sell  100,000  fuel-cell-powered 
cars  in  2005.  Daimler  agreed  to  pay 

$330    million    to   ^ 

launch  a  fuel-cell  en-  DAIMLER  DEMO:  Ho 
gine  company  with  hugs  be  worked  out 


bert,  Daimler's  passenger-car  chpfe.P 

The  latest  Ballard  fuel  cell  will  m 
its  automotive  debut  late  this  year,  s 
Hubber't.  A  prototype  based  on  a  IV  id 


cedes  A-class  model  will  use  a  conv( 
er  that  cr-eates  hydrogen  from  meth£ 
to  fuel  the  cell.  Once  methanol  is  wic 
available,  the  car  would  have  unlimi 
range.  That  would  give  it  a  huge  e(Kne 

  over  battery-pc 

ered  electrics  si  iito 


wfast  can  the 


as  General  Mot 
Cor'p.'s  EVi. 

Daimler  has 
head  start  in  f 
cells,  but  all  majftito 
carmakers  are 
the    race.  Toy 
Motor    Corp.  i 
veiled  a  prototj 
ear  in  October  1 
liasn't  decid 
A  hether  to  maP 
pi-oduce  it.  Chr-ysr 
Corp.  and  GM 
1)0  th  experiment: 
with  a  prior  Ball; 
design  and  are  s*o„sai 
eral  years  behif 


(sveai. 


Ifcetr 


nttoRt 

iitan 
lie  he 
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FILL 'ER  UP 


Once  methanol  is  widely  LtwMe,expH 


available,  Daimler's  new  prototype 
would  have  unlimited  range 


Ballard  Power  Systems  and  to  take  a 
25%  stake  in  the  Canadian  fuel-cell  mak- 
er Their  goal:  a  low-polluting  fuel-cell 
system  to  one  day  supplant  the  internal 
combustion  engine.  Because  of  the  deal, 
says  Pandit  G.  Patil,  dir-ector  of  the  Ad- 
vanced Automotive  Technologies  Office 
at  the  U.  S.  Energy  Dept.,  "the  futur-e 
[for-  fuel  cells]  is  br'ighter  than  even" 
HUGE  EDGE.  Indeed,  in  one  bold  str'oke, 
Daimler  has  accelerated  the  r-ace  to  per- 
fect fuel  cells.  Rival  carmaker's  must 
suddenly  speed  up  their  own  fuel-cell 
research — or  r-isk  being  left  in  the  dust. 
Whoever  can  work  the  bugs  out  of  the 
technology  and  cut  the  costs  to  the 
point  that  fuel-cell  cars  are  practical 
could  have  a  huge  advantage  in  a  new 
market  for  "gi'een"  wheels.  "This  is  a 
sor-t  of  a  revolution,"  says  Jiirgen  Hub- 


to  have  a  runni 
protot.\T3e  by  200' 
But  Daimler  s 
has  a  lot  to  do 
get  production  ve 
cles  ready  for'  2005.  Its  biggest  challenlps] 
will  be  cutting  the  cost  of  fuel  cells.  Ev 
Ballar'd  says  it  has  cut  costs  by  a  fact 
of  10  to  be  competitive,  and  Ballard  is 
more  optimistic  than  Daimler  Then  th€ 
is  the  cost  of  ci'eating  methanol  filli 
stations  nationwide,  which  Chrysler 
timates  at  $200  billion.  And  the  enti 
fuel  cell  systtem  must  shrink  to  a  six  5(5,  j 
of  its  cuT'rent  size  to  fit  in  the  comp; 
A-class  engine  compar'tment.  "We  w 
need  to  overcome  some  big  hurdles 
concedes  Ballar'd's  chief  financial  offio 
Mossadiq  S.  Umedaly.  Then,  Merced 
can  start  on  the  really  big  challeng 
persuading  customers  to  give  up  th( 
old  gas-bur'ners.  „„j  ^ 

By  David  Woodruff  in  StuttgaH  ai  li.^^^^ 
William  C.  Symonds  in  Toronto,  wi  fj^^^ 
bureau  reports  1^^^ 
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eJMAN  RIGHTS 


NEW  FRONT 

i  THE  WAR  ON  LAND  MINES 

ghts  activists  are  targeting  components  makers 


■  ach  year,  exploding  land  mines  kill 
I  or  maim  26,000  people  from  Bosnia 
■to  Vietnam — mostly  women  and 
Idren.  Planted  along  village  paths  or 
rice  paddies,  on  grazing  lands  or  in 
lool  playgrounds,  the  cheap,  mass- 
)duced  weapons  can  remain  active  for 
to  100  years  after  hostilities  cease — 
y  to  be  tripped  by  innocent  victims. 
Now,  Human  Rights  Watch,  which 
-mally  wages  campaigns  against  abu- 
e  governments,  is  targeting  the  com- 
lies  behind  the  weapons.  In  a  study 
3  out  on  Apr.  18,  hrw  identifies  47 
S.  electronics  makers  and  defense 
itractors  that  have  made  components 
;d  in  land  mines.  "The  companies 
.st  be  held  accountable,"  says  An- 
iw  A.  Cooper,  author  of  the  report. 
Even  before  its  release,  the  study  is 
mg  an  impact.  Seventeen  of  the  com- 
lies  named,  including  Motorola  Inc. 
i  Hughes  Aircraft  Co.,  have  pledged 
better  police  the  use  of  their  prod- 
s.  HRW,  veterans  groups,  and  other 
ivists  are  launching  pickets  and  boy- 
ts  of  companies  that  don't  follow  the 
imple  of  those  manufacturers. 

I  tlQUITOUS."  Other  companies,  among 
f  ;m  Raytheon  Co.  and  General  Elec- 
;  Co.,  say  the  task  of  controlling  use 
components  is  nearly  impossible.  In- 
idients  in  land  mines,  such  as  tran- 
;ors  and  plastic  powders,  are  widely 
tributed  and  used  in  eveiything  from 

■  bumpers  to  alarm 
cks.  "You're  talking 
)ut  commodities  here," 
y  s  a  Raytheon 
)kesman.  "These  are 
iquitous."  Raytheon 
's  it  has  sold  the  op- 
tion that  made  mine 
nponents. 

The  tangled  path  of 
3  Lexan  polycarbonate 
vder  into  Rwanda  il- 
trates  the  difficulties 

controlling  how  a 
iduct  is  used.  Lexan 
IS  into  computer  hous- 
s  and  fluorescent  light 
ures.  In  1993,  though, 
IE  trading  arm  in  the 
therlands  sold  some 

tons  of  the  material 

Tecnovar  Italiana — 
t  of  perhaps  600  tons 
:t  Tecnovar  says  it 


DEADLY  DEVICE 

More  than  4  million 
land  mines  made  from 
1985  to  1996  may  have 
contained  U.S.  parts 
such  as  transistors 


bought  fi'om  (^E  from  1979 
to  1993. 

Tecnovar  used  part  of 
the  1993  shipment  to 
make  mine  casings  sold  to 
the  Egyi^tian  government, 
which  filled  them  with  ex- 
plosives and  then  re- 
named them,  Tecnovar 
President  Vito  Fontana 

told  BUSINESS  WEEK.  Two 

years  later,  the  mines 
were  sold  to  Rwanda's 
Hutu  government,  which 
used  them  as  part  of  a 
massacre  of  more  than 
500,000  members  of  the 
Tutsi  minority,  Human 
Rights  Watch  says. 

Tecnovar,  for  its  part, 
appeal's  contrite.  "If  I  had 
known  the  paits  would  be 
used  for  mines  in  Rwanda, 
I  would  have  never  sold  CAMBODIA:  U. 
them   to   Egypt,"   says  parts  from  be 
Fontana.  "Although  eveiy- 
thing  we  did  was  completely  legal,  we 
are  all  guilty."  The  Egyptian  govern- 
ment denies  Fontana's  account:  "We 
wouldn't  sell  that  kind  of  thing  to  war- 
ring parties,"  says  Abdulalem  Elabyad, 
minister  of  infbiTnation  for  the  Egy]3tian 
Embassy  in  Washington,  ge  acknowl- 
edges selling  Lexan  to  Tecnovar,  but 
won't  say  if  it  knew  how  the  powder 
would  be  used.  It  says  it 
hasn't  sold  to  Tecnovar 
since  1993  and  has  no 
plans  to  do  so. 

ge's  Lexan  powder 
might  never  have  ended 
up  in  Rwanda  if  the  com- 
pany had  a  strong  anti- 
lancl-mine  policy  like  the 
one  Motorola  adopted  last 
summer  After  one  of  Mo- 
torola's transistors  was 
discovered  in  a  land  mine 
in  Cambodia,  the  compa- 
ny issued  new  guidelines 
to  ensure  that  no 
employee  knowingly  sells 
components  for  use  in 
antipersonnel  mines.  That 
meant  jjrofiling  Motorola 
clients  to  pinpoint  buyers 
most  hkely  to  use  the 
products  for  land  mines. 
The  HRW  study  esti- 


S.  companies  that  won't  help  to  keep 
ing  used  m  mines  could  face  a  boycott 

mates  that  more  than  4  million  mines 
were  produced  with  U.  S.  components 
from  1985  to  1996.  Now,  a  chorus  of 
voices  is  rising  to  ban  the  weapons  al- 
together. Since  1991,  the  International 
Red  Cross  has  advocated  outlawing 
mines.  Last  May,  President  Clinton 
pledged  to  work  for  a  global  ban.  But 
critics  say  the  Administration  is  wast- 
ing its  time  trying  to  win  consensus 
in  the  U.  N.  Better,  they  say,  that  the 
U.  S.  join  with  more  than  50  nations 
in  Ottawa  this  December  to  sign  a 
treaty  banning  the  sale  and  use  of 
mines.  "Push  the  Ottawa  process,  and 
90%  of  countries  will  sign  on,"  says 
Senator  Patrick  J.  Leahy  (D-Vt.),  au- 
thor of  a  1992  law  that  bans  the  export 
of  mines  and  their  components.  "That 
will  be  an  inexorable  force  on  the  re- 
maining 10%." 

In  the  meantime,  Human  Rights 
Watch  and  other  critics  will  continue  to 
press  their  case  against  U.  S.  compa- 
nies that  contribute  to  mines,  knowing- 
ly or  not.  "Land  mines  are  a  human 
abomination,"  says  Kenneth  C.  Phillips, 
Motorola's  director  of  communications. 
The  activists  want  to  create  a  PR  mine- 
field for  companies  that  don't  agree. 

By  Christina  Del  Valle  in  Washmg- 
ton,  with  Monica  Lamer  in  Rome  and 
bureau  reports 
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MARKETING 


GIVE  MY  REGARDS 
TO  BIG  BUSINESS 

Broadway  is  finding  angels  in  Corporate  America 


Spring  is  always 
a  time  of  hope 
on  Broadway, 
but  expectations 
this  year  are  run- 
ning exceptionally 
high.  Fifteen  new 
shows  are  opening, 
boosting  the  num- 
ber of  "lit  houses" 
to  34 — the  highest 
number  in  a  decade. 
For  the  1996-97 
theatrical  season, 
which  ends  on  June 
1,  the  League  of 
American  Theaters 
&  Producers  pro- 
jects attendance  at 
10  million  and  rev- 
enues of  about  $490 
million — a  12%  rise 
over  the  preceding 
year,  which  was  the 
strongest  in  15 
years. 

The  big  box  of- 
fice has  caught  the 
eye  of  a  new  audi- 
ence: Corporate 
America.  Historical- 
ly, consumer  mar- 
keting companies 
took  little  interest 
in  Broadway,  be- 
yond making  the  oc- 
casional charitable 
gi'ant.  But  having  satiu'ated  every  other 
form  of  popular  entertainment  with 
their  marketing  dollars,  more  anfl  more 
corporations  now  are  looking  to  Broad- 
way to  buff  their  images  and  promote 
their  brands. 

ARTISTIC  LOSS?  On  April  15,  Continen- 
tal Airlines  Inc.  became  the  latest  com- 
pany to  hit  the  Great  White  Way,  an- 
nouncing a  multimillion-dollar,  five-year 
marketing  alliance  with  the  League  of 
American  Theaters,  the  trade  association 
of  the  "legitimate"  theater-.  C-ontinental 
bought  the  right  to  join  in  all  the  pro- 
motional programs  organized  by  the 
League  and  to  promote  itself  as  "The 
Official  Airline  of  Broadway."  Continen- 
tal is  in  good  company:  Ford  Motor, 
Walt  Disney,  and  American  Express  are 


SPOTLIGHT:  Jekyll  &  Hyde, 
Barrymore  with  Christopher 
PhoHDier,  and  Steel  Pier  are  new 
offeritH/s  on  the  Great  White  Way 


Chrljlopher 

Plummer 
Barrymore 

,  new  pUy 


J)  to 


among  the  companies  buying  into  the 
theatei-  district  in  various  ways. 

This  outbreak  of  marketing  mania 
along  Broadway  is  raising  concerns 
among  theater  traditionalists,  who  fear 
that  increasing  corporate  involvement 
will  accentuate  the  trend  toward  artis- 
tically timid  productions  and  clutter 
Broadway  with  the  kind  of  commercial 
tie-ins  that  are  more  likely  to  lure  pa- 
trons of  McDonald's  than  Sardi's.  "If  it's 
just  a  matter  of  bringing  moi-e  cash  into 
theaters  or  productions,  then  it's  a  good 
thing,"  says  playwinght  Wendy  Wasser- 
stein,  whose  latest  offering.  An  Ameri- 
can Daughter,  opened  in  April.  "The 
question  is  whether  Broadway  will  be 
hull  artistically.  I  don't  expect  that,  but 
it  bears  watching." 


liiliiitl 

•i  tnbi 

The  theater  industry  is  welcom; 
the  pacts,  which  offer  both  a  nl 
source  of  revenue  and  access  to  m 
marketing  muscle  than  even  the  hi\ 
connected  Broadway  impresarios 
bring  to  beai'.  "We  all  feel  that  we  h; 
a  tremendous  amount  of  unrealized  *• 
tential  in  the  Broadway  brand,"  s;jB 
Rocco  Landesman,  president  of  Jujajt?- 
cyn  Theaters,  which  owns  five  W 
Broadway's  m|t 
celebrated  theati 
including  the 
gene  O'Neill 
the  Walter  K 
"We've  been 
way    behind  t 
curve    in  ter 
of  marketing,  a 
this  will  help 
catch  up." 

League  offici 
had  extensive  ta 
viith  two  other  r 
jor  airlines  bef( 
choosing  Contin< 
tal.  The  Houst( 
based  carrier  h 
the  strongest  inc( 
tive  to  cut  a  de 
since  it  has  invest 
big  bucks  in  a  h 
at  Newark  Inten 
tional  Airport 
has  been  promoti 
itself  as  "N( 
York's  hometo'y 
au"hne."  Gregory 
Brenneman,  Con 
nental's  preside) 
foresees  a  maj 
boost  from 
Broadway  tie 
"Nothing  screai 
New  York  mo 
than  Broadway," 
says. 

Continental  is  putting  together  ( 
count  Broadway  packages  for  touris' 
but  the  airhne  is  mainly  looking  to 
tract  additional  business  travelers.  "Tl^ 
fits  perfectly  with  our  effort  to  svnt 
our  focus  from  the  backj^ack  and  flip-fl 
crowd  to  the  coat-and-tie  crowd,"  Bre 
neman  says.  According  to  the  Leagu 
the  typical  Broadway  patron  is  a  4 
year-old  white  male  professional  wi 
an  annual  income  of  $100,000  to  $150,0i 
a  yeai-.  More  than  a  tliird  of  Broadway 
audience  comes  from  beyond  the  great 
New  York  area. 

League  officials  are  in  discussioi  'J*  A 
with  more  than  a  dozen  other  consume 


Broadway 
Inc. 

Some  of  the  marketing 
deals  that  Broadway 
theaters  have  made  with 
corporate  sponsors 

CONTINENTAL  AIRLINES 

Under  a  five-year  agreement 
with  the  League  of  Ameri- 
can Theaters  &  Producers,  it 
becomes  "The  Official  Air- 
line of  Broadway." 

FORD  MOTOR  Livent's  new 
theater  on  42nd  Street 
will  bear  Ford's  logo  and 
name — the  Ford  Center  for 
the  Performing  Arts.  Ford  is 
negotiating  with  Livent  for 
naming  rights  at  its  other 
U.S.  theaters. 

WALT  OlSNEY  After  backmg 
a  production  of  Beauty  and 
the  Beast,  it  invested  $34 
million  to  buy  and  refurbish 
the  historic  New  Amsterdam 
Theater,  which  reopened  on 
Apr.  2. 
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marketing  companies,  angling  to  lar 
one  more  "cornerstone"  sponsor  fro 
each  of  three  industries:  autos,  telecor  ''c 
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jnications,  and  financial  services, 
lietly  but  pointedly,  the  League  has 
't  the  tobacco  and  beer  industries 
■  its  wish  list.  "We  want  to  keep 
i  clean,  upscale  image  Broadway  A 
s,"  says  Meg  Meurer,  the  League's  j  [ 
•ector  of  marketing  and  business  | 
velopment.  I 
Meanwhile,  individual  producers  are 
sily  cutting  their  own  sponsorship 
als.  Under  a  recently  announced 
2t  with  Livent  Inc.,  the  Toronto- 
ied  vehicle  of  producer  Garth  H. 
abinsky.  Ford  will  shell  out  sever- 
million  dollars  to  affix  its  name  ; 
i  logo  to  what  will  be  the  biggest 
;ater  on  Broadway  when  it  opens 
e  this  year — the  Ford  Center  for 
!  Performing  Arts. 
IE  TACO  BELL."  The  biggest  corpo- 
e  presence  by  far  on  Broadway  is 
lit  Disney  Co.  The  entertainment 
iglomerate  has  invested  $34  million 
acquh'e  and  refurbish  a  42nd  Street 
iater  of  its  own,  the  New  Amster- 
n,  which  reopened  its  doors  on  Apr. 
And  Disney  and  American  Express 
'  discussing  the  foraiation  of  a  mar- 
,ing  partnership  around  the  new  the- 
r.  Neither  company  would  comment 
the  talks. 

Producers  will  have  to  proceed  with 
e  if  they  are  to  successfully  cater 
corporate  interests  without  alien- 
ig  Broadway's  traditionally  upscale 
iience  or  ruining  the  ambiance  of 
i  historic  theater  district,  with  its 
nod  architecture  and  classic  names, 
lere  are  important  issues  of  taste 
i  perception  involved,"  says 
ndesman  of  Jujamcyn,  which  would 
isider  renaming  all  five  of  its 
w  York  theaters  if  it  can  find  the 
ht  corporate  backer.  "We're  very 
ively  seeking  a  partner,  but  not  in- 
criminately.  We're  not  going  to  be 
laming  the  Eugene  O'Neill  the 
?o  Bell." 

Producers  also  vow  they  will  brook 
artistic  interference  from  corpo- 
e  sponsors.  "That's  just  not  going 
happen,"  says  James  B.  Freydberg, 
ose  12  Broadway  productions 
lude  Fool  Moon  and  Burn  This. 
they  try  it,  producers  will  drop 
:m." 

^erhaps.  But  big  corporations  don't 
^e  to  dictate  cast  changes  or  new 
logue  to  intimidate.  Producers  may 
1 1  themselves  shying  away  fi'om  cer- 
1  playwi'ights  or  plays  to  avoid  of- 
ding  a  corporate  sponsor.  Thus, 
)adway's  budding  romance  with  Cor- 
j  "ate  America  might  well  leave  the 
I  ater  industry  in  the  awkward  posi- 
1  of  being  able  to  afford  to  take  more 
ative  risks  and  yet  less  incUned  than 
!r  to  do  so. 

By  Anthony  Bianco  in  New  York 


MEDICINE 


IS  IT  A  DRUG-OR  ISN'T  IT? 

A  cholesterol  remedy  sparks  an  FDA  test  case 


An  enticing  new  health-care  prod- 
uct claims  to  lower  cholesterol 
levels  by  25  to  40  points.  Its 
package  lists  a  naturally  occurring 
substance  called  lovastatin  as  an  ac- 
tive ingredient — the  same  chemical 
as  in  Merck  &  Co.'s  cholesterol-low- 
ei"ing  drug,  Mevacor.  Even  its 
name,  Cholestin,  has  a  druglike 
ring. 

Cholestin,    launched    with  a 
splashy   nationwide  advertising 
campaign  late  last  month  by  Simi 
Valley  (Calif.)  startup  Pharmanex, 
must  be  a  drug,  right?  Not  quite. 
The  reddish-brown  capsules  con- 
tain rice  that  has  been  fermented 
with  red  yeast,  an  ancient  Chi- 
nese remedy.  So  it's  legally  classi- 
fied as  a  dietary  supplement,  which 
puts  it  beyond  the 
strict  regulatory 
oversight  that  the 
U.S.  Food  &  Drug 
Administration  has 
over  medicines. 

The  FDA,  however, 
is  not  about  to  let 
Cholestin  slip  by.  On 
Apr  7,  agency  officials 
told  Pharmanex  that 
because  the  company 
is    making  druglike 
claims  for  Cholestin's 
efficacy,     the  fda 
regards  the  product 
as   an  unapproved 
drug — and  thus  ille- 
gal.   The  company, 
however,  has  request- 
ed a  U.  S.  district 
judge  in  Utah  to  set 
aside  what  it  refers 
to    as    "the  fda's 
wrongful  action." 
HIGH  STAKES.  Phar 
maceutical  industry 
observers    see  the 
controversy  as  more  than  just  a 
tiff  over  red  yeast.  "This  will  be 
the  test  case  of  whether  supple- 
ment makers  can  get  away  with 
selling  unapproved  medicines," 
says  Bruce  Silverglade,  legal  di- 
rector of  the  Center  for  Science  in 
the  Public  Interest  (cspi).  The  $6 
billion  supplement  industry,  not 
surprisingly,  views  the  issue  dif- 
ferently. In  1994,  Congi'ess  passed 


DIET  SUPPLEMENT 
VS.  MEDICINE 

THE  COMPANY  SAYS... 

A  1994  law  lets  sup- 
plement makers  say 
how  products  affect 
the  body's  "structure 
and  function."  Makers 
of  Cholestin  say  it 
claims  to  lower  choles- 
terol, not  ward  off  dis- 
ease, so  it  meets  the 
letter  of  the  law. 

THE  FDA  AND  CRITiCSSAY.. 

Cholestin's  name  sug- 
gests it's  a  drug.  And 
claims  of  cholesterol 
reduction  imply  it 
helps  prevent  heart 
disease,  making  it  a 
drug  masquerading  as 
a  supplement. 

DATA:  BUSINESSWEEK 


a  bill  that  would  allow  companies 
to  make  unprecedented  claims  about  | 
how  dietary  supplements  affect  the 
"structure  and  function"  of  the  body. 
Now,    the    FDA    clampdown  on 
Cholestin  "is  attacking  the  basic  foun- 
dation of  the  dietary  supplement  act," 
fumes  Pharmanex  counsel  Patrick 
Noonan. 

The  actual  legal  question  in  the 
Cholestin  case  is  a  narrow  one.  At 
issue  is  whether  claims  to  lower 
cholesterol  refer  merely  to  the 
body's  normal  "structure  and  func- 
tion" or  whether  they  carry  an  im-  . 
plicit  drug-like  claim  of  also  warding  \ 
off  heart  disease,  as  many  scientists 
believe.  But  the  larger  question  is 
whether  companies  are  blurring  the 
line    between    supplements  and 
drugs.  The  stakes  are 
huge.  A  new  Smith 
Barney  Inc.  report  pre- 
dicts the  market  for 
cholesterol-reduction 
drugs  alone  will  top  $4 
billion  this  year  and 
reach  $8  billion  by 
2001  in  the  U.  S. 
BLOCKBUSTER.  Phar- 
manex executives  are 
scrupulously  careful  not 
to  plug  their  red-yeast 
product  as  a  low-cost  f 
substitute  for  major 
cholesterol  drugs  such 
as  Merck's  Mevacor  or 
Warner  Lambert  Co.'s 
Lipitor,  which  Pfizer 
Inc.  will  help  market. 
But  by  targeting  the 
tens    of   millions  of 
Americans  with  mod- 
erately elevated  cho- 
lesterol levels,  they  fig- 
ure    they    have  a 
blockbuster.  "We've  got 
a  product  that  actually 
works — and  that  has  billion-dollar  po- 
tential," says  Pharmanex  President 
William  McGlashan  Jr 

The  Cholestin  flap  will  most  likely 
end  in  a  compromise  in  which  Phar- 
manex execs  agi'ee  to  tone  down  theii- 
most  aggi'essive  diughke  claims.  But 
with  bilhons  at  stake  in  the  market  for 
diet  supplements,  this  will  not  be  the 
last  battle. 

By  John  Carey  in  Washingtoyi 
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TOBACCO  TALKS,  BUT 
HOLD  THE  PEACE  PIPE 

FINALLY,  CIGARETTE  MAKERS 

are  meeting  with  foes  to 
work  out  a  deal  on  pending 
suits.  The  talks  between 
Philip  Morris,  rjr  Nabisco, 
and  several  state  attorneys 
general  began  this  month. 
They  are  "serious,  ongoing, 
and  potentially  productive," 
says  Connecticut  AG  Richard 
Blumenthal.  Still,  the  two 
sides  remain  far  apart.  The 
AGS  will  probably  seek  at 
least  $250  billion  from  tobac- 
co companies,  says  Massa- 
chusetts Attorney  General 
Scott  Harshbarger.  An  obsta- 
cle to  a  deal:  the  health  com- 
munity. Richard  Daynard, 
chairman  of  the  Tobacco 
Products  Liability  Project, 
says  that  he  won't  bless  a 


CLOSING  BELL 


WHEAT  CHECKS 

Harsh  weather  and  flooding 
in  the  Great  Plains  sent 
wheat  futures  to  a  six-month 
high.  The  July  contract  hit 
$4.28  on  Apr.  14,  before 
dropping  to  $4.16  on  Apr.  16. 
First,  flooding  in  the  Northern 
Plains  delayed  spring-wheat 
planting.  Then,  a  freeze  hit 
winter  wheat  in  Kansas, 
Oklahoma,  and  Texas.  Since 
global  supplies  are  tight, 
additional  trouble  in  U.S. 
growing  areas  could  further 
raise  prices,  says  gram  ana- 
lyst Richard  Feltes  of  REFCO: 
"We  could  really  have  a  rock 
'n'  roll  market  on  our  hands." 
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settlement  unless  it  calls  for 
cuts  of  tar  and  nicotine  in 
cigarettes,  as  well  as  strict 
marketing  limits  and  com- 
pensation for  smokers. 

HEALTH  CARE, 
CALPERS  STYLE 

CALPERS'  ACTIVISM  IS  GOING 

beyond  the  portfolio.  The  Cal- 
ifornia Public  Employees'  Re- 
tii'ement  System,  long  known 
for  pressing  companies  in  its 
portfolio  to  improve  perfor- 
mance, has  negotiated  new 
health-cai'e  deals  for  its  mem- 
bers, including  a  three-year 
contract  with  PacifiCare.  Un- 
der the  deal,  CalPERS  agrees 
to  pay  2.5%  more.  In  return, 
PacifiCare  is  agreeing  to 
meet  performance  bench- 
marks: The  HMO  will  assess 
a  10%  penalty  on  salaries  of 
its  top  execs  if  patient  satis- 
faction falls  too  low.  Now 
that's  an  incentive. 


THE  FIGHT  OYER 
RAMBUS  INSIDE' 

IS  MICROPROCESSOR  KINGPIN 
Intel  trying  to  muscle  into 
memory  chips?  It  recently 
took  a  stake  in  Rambus, 
which  designs  fast  dynamic 
random-access  memories. 
Other  DRAM  makers  fret  that 
Intel  may  design  future  mi- 
croprocessors to  work  only 
with  Rambus-style  chips.  If 
so,  all  other  dram  makers 
would  have  to  pay  license 
fees  to  Rambus.  Several  com- 
panies are  teaming  up  to  de- 
velop altemative  fast  memoiy 
chips.  But  most  of  them  have 
also  taken  out  licenses  with 
Rambus. 


LESSON  FOR 
ADRUGMAKER 

DO   COMMERCIAL  CONCERNS 

by  dioigmakers  and  scientists 
stand  in  the  way  of  science? 
Nearly  one  in  five  re- 
searchers say  publication  of 
their  studies  has  been  held 


HEADLINER:  ARTHUR  MARTINEZ 


THE  HARDER  SIDE  OF  SEARS 


Arthur  Martinez  has  been 
hailed  for  engineering 
Sears'  tiu-naround.  Now  the 
CEO  is  owning  up  to  his 
first  majoi'  gaffe,  and 
it's  a  costly  one. 
On  Apr.  10,  Sears 
said  earnings 
would  be  hit  by 
the  cost  of  re- 
paying money 
collected  illegally 
from  Sears  card- 
holders who  had  de- 
clared bankinptcy.  The  set- 
tlement, which  Seai"s  blamed 
on  eiTors  by  its  legal  staff, 
was  pegged  by  most  ana- 
lysts at  around  $50  million. 
Now,  some  put  the  figure  as 
high  as  $160  million. 

That  may  be  just  the 
stall.  There  could  be  court- 
imposed  penalties.  And 
there's  the  expense  of  set- 


tling thi'ee  class  actions  aU 
ready  filed  and  the  interna; 
cost  of  identifying  debtors 
who  ar-e  due  refunds. 
More  important,  th( 
incident  could 
change  credit 
practices  that 
have  helped 
boost  profit 
growth.  Sears, 
for  example,  is 
now  likely  to  tone 
down  its  collection  ei 
foils,  which  have  included 
thi'eatening  to  repossess 
items  bought  with  Sears 
cards.  Bankruptcy  experts 
say  bad  debt  losses,  which 
hit  $1.1  bilUon  in  1996,  coul 
rise  as  a  result.  That  may 
jeopardize  Martinez's  pre- 
diction of  double-digit  earn- 
ings gi'owth  in  1997. 

By  Susan  Ckandl 


up  for  more  than  six  months 
in  the  last  thi-ee  yeai-s  to  pro- 
tect scientific  leads,  allow  for 
patent  applications,  or  even 
slow  the  dispersal  of  unde- 
sired  results,  i-epoils  a  study 
in  the  Apr  16  Journal  of  the 
American  Medical  Assn. 
.JAMA  twinned  the  report  with 
a  vivid  example:  a  long-de- 
layed study  showing  that 
generics  of  the  popular  Syn- 
throid  thyi'oid  ding  were  as 
effective  as  the  original.  Knoll 
Pharmaceutical,  maker  of 
Synthroid  and  undei-wiiter  of 
the  study,  would  not  allow  re- 
searcher Dr  Betty  Dong  to 
publish  her  findings.  In  a  let- 
ter in  .JAMA,  Knoll  now  says  it 
has  a  "better  understanding" 
of  academic  freedom,  but  in- 
sists the  study  was  flawed. 

MAC'S  TEENIE  BEANIE 
BABY  BOOM  

it's  a  feeding  frenzy — BUT 

food  isn't  the  star  attraction. 
Just  a  week  after-  McDonald's 


started  giving  away  the  v\nj 
ly  popular  new  stuffed  af 
mats,  Teenie  Beanie  Babi| 
with  each  "Happy  Meal," 
chain  has  begun  running  o| 
That  is  leading  some  oil 
tomers  to  take  drastic  acti^ 
Some  parents  of  Beanie- 
sessed  kids  have  been  sped 
ing  from  drive-thru  to  dri| 
thru  in  search  of  supplil 
And  some  are  even  said  [ 
be  tossing  out  the  burgd 
and  fries  once  they  ha| 
their  fuzzy  flamingos,  Uzarj 
and  lambs  in  hand. 

ETCETERA.  ■■  

m  Columbia/HCA,  trying 
prop  up  its  stock,  will  b 
back  $1  billion  in  shares. 

■  Craig  McCaw  and  his  fai 
ily  will  exercise  options 
buy  15  million  Nextel  shan 

■  Lazard  Freres'  Fel 
Rohatyn  was  nominated 
be  Ambassador  to  France 

■  Harcourt  General  is  offe 
ing  $740  million  for  Natior 
Education. 
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DESIGN  SOLUTIONS 
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When  you're  roiling  out  a  new  design,  it  hesps  to  get  a  jucrip  on  the  competition,  i  7  BMW,  Chrysler,  Ford,  Honda  and 

3rcedes-Ben2  rely  on  a  total  workstation  solution:  the  IBM  RS/6OOO:  Working  side  by  side,  we  helped  these  companies  build  tailored 
'lutions  that  run  the  leading  design  applications  The  result?  Design  team.s  around  the  world  can  share  ideas  and  work  more  closely 
gather  -  helping  to  reduce  the  time  it  takes  to  bring  new  miodeis  to  market  and  new  customers  into  showrooms.  How  can  an  RS/6000 
ilution  drive  your  business?  Stop  by  www.rsbOOO.ibrn. com/solutions  or  call  1  800 IBM-2468.  ext.  FA058. 
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Solutions  for  a  small  planet 


Washington  Outlook 


1 
I 


EDITED  BY  OWEN  ULLMANN 


CENSUS  2000:  YOU  CAN  COUNT  ON 
THIS  FIGHT  TO  GET  UGLY 


At  first  blush,  it  looks  like  a  debate  for  statisticians:  How 
should  the  U.  S.  Census  Bureau  improve  its  count  for 
2000?  But  the  arcane  dispute  has  turned  into  a  political 
donnybrook  that  has  Republicans  crying  foul  and  business 
fearing  the  loss  of  valuable  marketing  data. 

At  issue  is  a  plan  to  comply  with  Congress'  order  to  do  a 
better  job  than  in  1990,  when  the  bureau  estimates  that 
1.6%  of  the  population  went  uncounted.  To  supplement  its  tra- 
ditional door-to-door  survey,  the  bureau  wants 
to  statistically  estimate  the  people  who  are 
hardest  to  reach — mainly  poor  minorities  in 
cities.  Based  on  after-the-fact  sampling,  it  be- 
lieves 4.4%  of  blacks  were  missed  last  time. 

Furious  Republicans  on  Capitol  Hill  won-y 
that  samjjling  would  increase  the  count  of  De- 
mocratic-leaning constituents,  with  huge  polit- 
ical implications.  After  all,  census  population 
numbers  are  used  to  allocate  $100  billion  a 
yeai'  in  federal  housing,  transportation,  and  ed- 
ucation grants  to  states  and  localities.  The  fig- 
m-es  are  also  used  for  congressional  apportion- 
ment and  to  draw  the  lines  for  congressional 
and  state  legislative  districts.  In  some  states, 
even  a  tiny  swing  could  shift  control  of  a  seat 
fi"om  one  party  to  the  other. 

Instead,  .some  GOP  lawmakers  want  the  bu- 
reau to  improve  its  response  rates  and  cut 
costs  by  using  just  its  "short  form" — which 
asks  basic  questions  about  sex,  age,  and  race — and  dropping 
the  "long  form,"  which  includes  queries  about  education,  oc- 
cupation, housing,  and  transportation.  Five  of  six  house- 
holds are  mailed  a  short  form,  and  the  rest  get  the  long 
foiTO.  But  only  61%-  of  households  retmned  the  short  form  in 
1990,  while  53%-  retiu'ned  the  long  foirn.  At  an  Apr.  10  hear- 
ing, Representative  Harold  Rogers  (R-Ky.)  said  the  best 
way  to  encourage  citizens  to  fill  out  the  constitutionally 
mandated  short  form  without  a  visit  from  census  takers 


would  be  to  send  out  the  onerous  long  form  another  tii 
That  idea  isn't  playing  well  with  data-hungry  compan 
wliich  use  long-fonri  data  to  decide  where  to  locate  stores 
what  kinds  of  products  to  market.  Sending  the  long  forni  s 
arately,  says  Joan  G.  Naymark,  director  of  research  ; 
planning  at  Dayton  Hudson  Corp.,  "makes  no  sense.  It  vnU 
duce  accuracy  and  increase  costs." 

The  GOP  is  toying  with  the  idea  of  vvithholding  money  e 
marked  for  sampling.  Census  Director  Marl 
Farnsworth  Riche  warns  that  if  sampling 
banned,  "we  will  be  left  with  a  census  that 
less  acciu'ate  than  the  flawed  1990  result 
BROAD  BASE.  Major  statistical  and  demograp 
groups,  as  well  as  business  and  minority  grou 
support  sampling  because  they  think  the  po](- 
lation  is  too  large  and  mobile  for  a  physid 
count.  The  2000  census  would  collect  forans  y 
mail  or  visits  fi'om  90%  of  households  in  eih 
tract.  Then  the  bureau  would  interview  re 
dents  in  1  of  evei-y  10  remaining  househo! 
and  estimate  the  rest  based  on  that  sample. 

House  Republicans  argue  that  samphng 
its  own  flaws,  such  as  high  error  rates  in  s: 
areas.  They  also  contend  that  sampling  wo| 
l)ro\nde  the  detailed  street-by-street  data  nei 
ed  to  accurately  draw  House  district  lines. 
Representative  Thomas  E.  Petri  (R-Wis.), 

  is  sponsoring  a  bill  to  ban  sampling,  says  a  4 

parture  fi"om  an  actual  head  count  would  undermine  coil 
dence  and  cut  participation.  Sampling,  he  adds,  "would  | 
crease  the  flow  of  fimds  and  representation  to  lai'ge  ui'bs 
ai-eas."  He  has  reason  to  woiry:  If  the  1990  undercount  hji 
been  coirected,  Wisconsin  would  have  lost  a  House  seat. 

Congi-ess  isn't  likely  to  ch-op  the  long  fomi.  But  it  could  luil 
it  hostage  to  build  support  for  dumping  sampling.  If  that  hd- 
pens,  hopes  for  fixing  the  census  will  be  down  for  the  coiui. 

By  Susan  B.  Garlai 


( 


CAPITAL  WRAPUP 


RUPERT  VS.  mm 

►  Senate  Judiciary  Committee  Chair 
Orrin  G.  Hatch  (R-Utah)  is  trying  to 
block  Rupert  Murdoch's  end  run 
around  his  panel.  The  media  mogul 
needs  to  amend  copyrigl  \  rules  so  his 
planned  satellite-TV  servi  e  can  carry 
local  broadcast  signals.  To  ipef^d  pas- 
sage before  opposition  builas,  Murdoch 
wants  to  bypass  Judiciary  and  attach 
the  hill  to  a  coming  appropriai  >  is  bill. 
Hati.h  has  asked  Appropriatioi.  Chair 
Ted  Stevens  (R-Alaska)  to  hold  " 
until  Judiciary  studies  the  issue. 


BIG  RAISE  FOR  CONTRACTORS     GOP  FALLBACK  PUN 


►  The  Clinton  Administration  wants 
to  raise  the  Pentagon's  cap  on  reim- 
bursements to  defense  contractors  for 
executive  salaries.  Congress  imposed 
a  limit  in  1994,  saying  private 
investors  should  bankroll  most  of  top 
execs'  salaries.  But  the  Clintonites 
say  the  current  $250,000  cap  should 
rise  to  conform  to  the  private  market. 
Using  median  salary  figures,  the  new 
limit  could  top  $1  million  per  exec. 
The  estimated  cost  to  taxpayers:  hun- 
dreds of  millions  of  dollars. 


►  Senate  Republicans,  frustrated  by 
White  House  reluctance  to  make  bud 
get  concessions,  are  drawing  up  con- 
tingency plans  in  case  negotiations  or 
a  budget-balancing  compr-omise  breal 
down.  The  most  likely  scenario:  a  one 
year  agreement  with  moderate  and 
conservative  Hill  Democr-ats  that 
keeps  the  deficit  on  its  downward 
path.  Stung  by  public  revulsion  over 
the  1995-96  government  shutdown, 
Republicans  have  ruled  out  another 
all-or-nothing  gamble. 
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S  U  P  E  R  C  O  M  P  U  T  I  N  G  SOLUTIONS 


generations 


When  Pacific  Northwest  National  Laboratory,  the  National  institutes  of  Health  and  other  leading  research  centers  tackle  problems  of 
obal  proportions,  they  start  with  a  powerful  solution:  the  IBM  RS/6000  SR"  Its  unique  ability  to  perform  large-scale  computer  simulations 
'ovides  scientists  and  researchers  with  new  ways  to  design  lifesaving  drugs,  locate  oil  reserves,  even  clean  up  the  surroundings  -  in  less 
ne  and  with  less  risk  to  the  environment.  And  that  benefits  ail  of  us.  For  a  closer  look  at  an  RS/6000'  solution  to  your  complex  science, 
chnical  or  business  problems,  stop  by  www.rs6000.ibm.com/solutions  or  call  1  800  IBM-2468,  ext.  FA060. 


RS/6000  SP  and  RS/6000  are  tegistered  Irademarks  and  Soiulions  !of  a  small  planel  is  a  trademark  ol  IBM  Corp  All  other 
pany  and/or  producl  names  are  Irademarks  or  regisleied  Irademarks  of  Iheif  respective  companies  ©199/  IBM  Corp 
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RUSSIA 


BORIS' 
YOUNG 
TURKS 


His  new  reform 
team  is  going  after 
sacred-cow 
monopolies 

On  Jan.  12.  a  gi'oup  of  hunters  led 
by  Russian  Prime  Minister  Vik- 
tor S.  Chemomyi'din  amved  in  a 
snow'y  glade  93  iniles  northeast  of 
Moscow.  As  local  guides  jabbed  poles 
into  a  den  of  hibernating  bears,  a  moth- 
er and  her  two  cubs  stumbled  out,  only 
to  fall  in  a  hail  of  shots  from  Cher- 
nomyi'din's  rifle.  The  incident  prompted 
outrage  among  Muscovites,  who  flooded 
newspapers  and  radio  talk  shows  with 
denunciations  of  the  prime  minister's 
cruelty.  But  Chernomyrdin  didn't  seem 
to  understand  that  he  had 
done  anything  amiss  in 
slaughtering  the  sleepy 
bears. 

The  59-year-old  techno- 
crat may  be  turning  into  a 
walking  symbol  of  political 
incorrectness.  As  formei- 
head  of  Gazprom,  the  huge 
gas  monopoly,  he  has  long 
held  sway  over  Russia's 
biggest  companies.  Now,  he 
and  the  genei'ation  of  Sovi- 
et-trained industrial  bosses 
he  supports  are  under  at- 
tack by  President  Boris  N. 
Yeltsin's  new  band  of  young  reformers. 
Led  by  longtime  Yeltsin  aide  Anatoly 
B.  Chubais,  41,  and  up-and-comer  Boris 
Nemtsov,  37,_the  new  team  has  seFlTs 
sTghTs~on  curbing  the  power  of  Rus- 
sia's   three    sprawling  monopolies: 


TRUSTBUSTERS  Chubais  (left )  and  Nemtsov 
lire  even  targeting  Gazprom,  the 
powerhouse  Chernomyrdin  once  directed 


Gazprom,  electricity  giant 
Unified  Energy  System 
(Lt.^j,  and  the  Railways  Ministry 
(table). 

The  offensive  against  these  behe- 
moths signals  that  Yeltsin  is  ready  to 
go  foi-ward  with  a  new  round  of  radical 
economic  reforms.  Frustrated  with  the 


government's  failure  to 
collect  taxes,  Yeltsin  is 
giving  the  progressives  a  green  lig] 
to  crack  down  on  the  special  interes 
and  corruption  that  have  slowed  dow 
the  economy  and  spurred  populi 
protests. 

Even  more  than  other  huge  ente 
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ises,  the  monopolies  and  their  man- 
ers  have  benefited  from  close  links 

the  bureaucracy,  lush  tax  breaks, 
d  unfettered  control  ovei-  billions  of 
liars  in  revenues.  Their  stranglehold 

prices  has  been  a  major  obstacle  to 
;e-market  capitalism  in  Russia.  Says 
rk  Damrau,  head  of  research  at 
)scow-based  investment  fii-m  Renais- 
(ice  Capital  Coi-p.:  "For  the  first  time 

nearly  half  a  decade,  Russia's  re- 
•mers  are  sacrificing. . .  post-commu- 
;t  sacred  cows." 

SIBLE  TARGET.  The  reformers  are 
en  attacking  Gazprom,  Cher- 
myi"din's  former  stomping  grounds. 
>d  their  demands  for  restructuring 
J  being  met,  at  least  in  part.  On  Apr. 
,  Gazprom  President  Rem  Vyakhirev 
nounced  that  the  monopoly  would 
in  off  its  noncore  holdings,  which 
ild  shrink  the  company  by  100,000 
iployees  and  raise  up  to  $520  million. 
;  added  that  Gazprom  had  taken  a 
ijor  step  toward  gi-eater  financial  dis- 
'Sure  by  hiring  Price,  Waterhouse  llp 

conduct  an  independent  audit, 
'akhirev  also  promised  that  Gazprom 
luld  pay  off  half  its  tax  debt  in  the 
xt  two  months.  Nemtsov  has  said 
it  Gazprom  owes  $2.6  billion  in  taxes, 
)re  than  enough  to  pay  back  wages  to 

the  state  doctors,  teachers,  and 
idergarten  workers  in  Russia. 
Gazprom  is  the  reformers'  most  visi- 
!  target.  But  Nemtsov  also  intends  to 
^tracture  the  partially  privatized  lies, 
lieh  controls  Russia's  electrical  power 
twork.  He  has  put  two  reform-mind- 

Cabinet  officials  on  its  board,  or- 
red  the  company  to  appoint  an  inde- 
ndent  auditor,  and  banned  closed-door 
jetings  to  award  contracts.  And  on 
)r.  14,  Yeltsin  took  aim  at  the  third 
ijor  monopoly,  filing  railroad  minister 
latoly  Zaitsev. 

Yeltsin  has  apparently  given  his 
;ssing  to  the  reformers  forcing  such 
anges.  He  is  pushing  Chernomyrdin's 
mies  out  of  the  Cabinet  and  packing 
with  allies  of  Chubais.  In  fact,  Yeltsin 
keeping  Chernomyrdin  in  the  gov- 
iiment  only  to  avoid  a  showdown  with 
e  opposition-dominatedJ3ima, 
s  confinriation  authority  over  the  post 
Prime  Minister  But  Chemomyi'din  is 
coming  little  more  ±han  a  figurehead. 
,ys  Vyacheslav  Nikonov,  an  analyst 
Fond  Politika,  a  think  tank  connect- 
to  the  government:  "Tlie_Jiew_xei 
i-TtTovg  have  fill  thf  p"w^r" 
Nemtsov  is  becoming  tlie  pointH=nan- 
the  cam|3aign  against  Eusaia!a_tested 
:erests.^The  monopolies'  managers  are 
•gely  old-guai"d  appai-atchiks  who  used 
eir  political  connections  to  gain  control 
er  huge  swathes  of  Russian  indus- 
y.  Subject  to  little  government  or 
areholder  oversight,  they  had  plenty 


The  Big  Three 
Trusts 


►  One-third  of  the  world's  gas 
reseives:  1,200  trillion  cubic  feet 
►Russia's  biggest  hard-currency 
earner 

►Major  stakes  in  several  banks,  plus 
extensive  media  holdings 
►Still  40%  state-owned 


UNIFIED  ENERCY  SYSTEM 


►110,000  megawatts  of  generating 
capacity 

►Controls  all  wholesale  power 
transmission  over  Russia's  11  time 
zones-plus  all  power  exports 
►Still  51%  state-owned 


RAILWAYS  MINISTRY 


►Carries  one  billion  tons  of  freight 
annually 

►Accounts  for  46%  of  all  passenger 
traffic  within  Russia;  carries  some  2 
million  passengers  a  year 
►Rates  so  high  that  freight  is  down 
one-third  since  1992 
►Still  100%  state-owned 

DATA:  BUSINESS  WEEK 

of  opportunity  to  throw  contracts  to 
their  friends  or  divert  profits  for  their 
own  use.  Nemtsov,  as  the  former  gov- 
ernor of  the  Nizhny  Novgorod  region, 
250  miles  east  of  Moscow,  is  new  to 
Moscow  and  untainted  by  the  whiff  of 
corruption  that  surrounds  other  politi- 
cians, including  Chubais. 

Some  say  that  if  Nejntsov  succeeds 
in  his  latest  onslaught  against  the  sta- 
tus quo,  he  could  become  Russia's  next 
Presidgnt.  Polls  show  that  he__is_-already  , 
Russia 's;  m ostjvt-iisted  pol i ti cjain.  His 
combination  of  credibility  and  charisma 
makes  the  curly-haired  former  physi- 
cist the  ideal  candidate  to  combat  spe- 
cial-interest politics.  The  monopolies  are 
just  one  of  his  targets.  He  is  also  crack-  ^ 
ing  down  on  big  banks  that  had  chan- 
j  neled  fimds  to  their  favorite  politicians, 
]  including  Yeltsin.  And  he's  leading  the 
battle  against  corruption  by  requiring 
pubUc  officials  to  submit  documents  list- 
ing their  worldwide  financial  holdings. 

The  drive  to  restructure  the  monop- 
olies is  not  likely  to  result  in  their 
breakup.  Rather,  the  reformers  are  in- 
tent on  making  them  more  efficient  and 
transparent.  Nemtsov  has  stated  re- 
peatedly that  he  does  not  intend  to 


split  up  Gazprom.  Noting  that  Russian 
gas  is  concentrated  in  one  region,  he 
says  that  the  cost  of  building  competing 
pipelines  makes  Gazprom  a  natural  mo- 
nopoly. "Only  a  madman  would  destroy 
it,"  he  says. 

Indeed,  Gazprom  has  been  one  of  the 
few  Russian  companies  to  thrive  in  a 
collapsing  economy.  It  is  Russia's  lead- 
ing foreign  exchange  eamer,  bringing  in 
$8.4  billion  from  sales  to  Europe  in 
1995.  Revenues  from  exports  have  vir- 
tually subsidized  Russian  industrial  en- 
terprises, which  can't  or  won't  pay  theii" 
bills  but  that  Moscow  insists  Gazprom 
keep  serving.  Says  Svetlana  Aslanova, 
an  analyst  at  Moscow-based  Sector  Cap- 
ital: "Foreign  customers  know  that 
Gazprom  has  a  government  guarantee. 
Breaking  it  up  might  mean  that  Rus- 
sian gas  will  lose  part  of  its  Western 
markets." 

WHAT  ARE  THEY  DOING?  Still,  Nemtsov 
beheves  other  gas  companies  should  be 
allowed  to  compete  with  Gazprom  in 
open  tenders  for  the  right  to  develop 
future  fields.  Gazprom  wiW  be  required 
to  transport  competitors'  gas  at  the 
same  rate  it  charges  its  own  production 
units.  The  government,  which  owns  a 
40%  stake  in  Gazprom,  will  take  an  ac- 
tive part  in  managing  the  company. 
And  Nemtsov  will  ensure  that  Gazprom 
fully  opens  its  books.  Says  Nemtsov: 
"Very  frankly,  nobody  knows  what 
Gazprom  actually  is." 

The  reformers'  hardball  tactics  are 
shaking  up  other  monopolies  as  well. 
The  day  before  the  Gazprom  shakeup 
was  made  public,  UES  management  an- 
nounced a  reform  progi'am  that  would 
cut  industrial  tariffs  by  13%  this  year 
and  a  further  28%  in  'l998.  They  also 
plan  to  open  up  the  market  for  whole- 
sale energy. 

The  next  few  months  will  show 
whether  the  new  reformers  have  more 
staying  power  than  Yeltsin's  fii"st  team, 
which  he  sacked  in  1992  after  the  econ- 
omy went  into  an  infiation  spiral.  The 
new  gi'oup's  gi-owing  strength  has  al- 
ready caused  a  shift  in  Russia's  political 
balance,  pushing  centrists,  such  as 
Chernomyrdin  and  Vyakhirev,  into  a 
closer  alliance  with  the  weakening  Com- 
munist left. 

The  ascendance  of  the  reformers  gives 
Russia  a  chance  to  avert  economic  melt- 
dowTi.  For  the  last  five  years,  special  in- 
terests have  bled  Russia's  crown  jewels, 
siphoning  profits  into  their  own  pockets. 
Says  Yegor  Gaidai;  head  of  Yeltsin's  fii"st 
refoiTn  government:  "The  niling  elite  has 
already  realized  that  it  can  be  veiy  dan- 
gerous to  just  grab  money  and  do  noth- 
ing else."  Perhaps  no  one  I'ealizes  it  more 
clearly  than  the  politically  embattled 
Chernomyrdin. 

By  Patricia  Kranz  in  Moscow 
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COIVIIVIENTARY 

By  Brian  Bremner 

ONE  DEAL  WONT  CLEAN  UP  JAPAN'S  BANKING  MESS 


I 


lONE! 


!1 


Japanese  officials  say  the  newly 
formed  bond  between  Bankers 
Ti-ust  New  York  Corp.  and  ail- 
ing Nippon  Credit  Bank  Ltd.  sig- 
nals that  foreign  banks  are  wel- 
come at  last  and  that  the 
reconstruction  of  their  nation's  tot- 
tering financial  system  is  off  and 
running.  Finance  Minister  Hiroshi 
Mitsuzuka  praises  the  arrange- 
ment, saying  the  Bankers-NCB  deal, 
unveiled  on  Apr.  10,  "will  greatly 
contribute  to  restoring  the  credibili- 
ty of  Japan's  financial  system." 

That  is  an  overstatement.  Sm-e, 
the  deal  will  help  bail  out  a  $130  bil- 
lion lender  that  has  $10  bilUon  in  bad 
loans.  It  will  also  earn  tidy  fees  for 
Bankers  Tinst  and  will  possibly  give 
both  banks  small  equity  stakes  in 
each  other.  But  it  won't  open  the 
Japanese  banking  mai'ket  to  full- 
dress  global  competition.  Nor  will  it 
ch-amatically  speed  the  job  of  reform- 
ing Japan's  brain-dead  financial  sys- 
tem or  awaken  its  somnolent  proper- 
ty mai-ket.  That's  a  pity,  for  there 
still  is  much  to  be  done. 
NEAT  BUNDLES.  The  Bankers-NCB 
deal  is  pretty  simple.  Like  most  oth- 
er Japanese  banks  that  haven't 
caught  up  to  theii'  Western  competi- 
tors. .xcB  doesn't  know  much  about 
securitization — the  bundhng  of  eveiy- 


STOPGAP 


Japan  has  too  many 
banks  already,  and  keeping 
weaker  lenders  afloat  imposes 
big  costs  on  everyone  else 


thing  from  auto  loans  to  home  moil- 
gages  into  salable  securities.  As  pait 
of  advising  ncb  on  a  government-or- 
chestrated restractuiing,  Bankers 
will  help  NCB  sell  or  seciuitize  some 
$40  billion  worth  of  .ncb's  real  estate 
and  other  assets  to  global  investoi-s. 
Bankers  will  also  get  a  crack  at  the 
Japanese  bank's  international  chent 
list  as  it  helps  Nippon  withdraw 
fi'om  overseas. 

The  U.  S.  bank  has  earned  solid 
credentials,  having  already  helped 
several  troubled  French  financial  in- 
stitutions seciuitize  shak\'  loan 
books.  So  it's  no  wonder  that  Mit- 
suzuka and  Bank  of  Japan  Governor 
Yasuo  Matsushita  portray  Bankers  as 
the  agent  of  change  in  their  effort  to 
hberalize  financial  markets. 

But  while  Bankers  will  help  keep 
ncb  above  water,  officials  are  side- 
stepping the  question  of  why  the 
barik  should  be  saved  at  all.  Japan 


and 


has  too  many  banks  ah-eady.  and 
keeping  weaker  lenders  afloat  impo- 
es  big  costs  on  eveiyone  else.  Right 
now,  the  Finance  Ministry  is  strong 
anning  other  major  Japanese  lendersj 
into  injecting  .$2.4  biUion  in  capital 
into  NCB.  This  will  preserve  the  sta 
tus  quo — and  jobs.  But  it  won't  im- 
prove competitiveness  or  innovation. 
SWALLOWING  PRIDE.  The  real  value 
of  the  Bankers-NCB  alliance  is  that  it 
points  to  what  is  needed:  aggi'essive 
packaging  of  huge  quantities  of  prob- 
lem real  estate  loans  into  secuiities 
that  would  attract  global  investors. 
That  would  bring  Japan's  banking 
crisis  to  an  end  by  putting  a  floor  un- 
der the  commercial  property  and  eq- 
uities mai'kets.  But  banks  and  their 
regulators  need  to  do  more  to  make 
this  happen. 

Fu'st,  more  lenders  will  need  to 
swallow  their  pride  and  hook  up  with 
stronger  foreign  partners  as  advisers 
or  investors.  And 
while  Prime  Minister 
Ryutai'o  Hashimoto  is 
weighing  a  plan  to  use 
taxpayer  money  to  buyjuiup 
some  banki'upt  proper- 
ties, he  must  spell  out 
exactly  how  much  the 
government  will  spend 
and  why  such  a  pro- 
gram will  restore  the  banking  sec- 
tor's health. 

It  also  would  help  if  the  Finance 
Ministry  lifted  ciu'bs  on  selling  asset- 
backed  seciuities  to  Japanese  life  in- 
surers and  other  institutions.  Selling 
loans  this  way  helped  America's  Res- 
olution Tinst  Corp.  to  recoup  86%,  or 
about  $395  bilhon,  of  the  loans  fi'om 
busted  tluifts. 

Of  course,  the  rtc  had  a  big  ad- 
vantage: a  more  developed  market 
for  asset-backed  debt.  It  will  take 
yeai's  for  Japan  to  estabhsh  one  of 
its  own.  Yet  the  faster  it  moves,  the 
better  The  Finance  Ministiy  needs 
to  scrap  its  ad  hoc  bank-bailout 
strategy  and  face  reahty.  The  longer 
it  drags  its  feet  in  fixing  the  banking 
mess,  the  more  it  will  cost  Japan  in 
the  end. 


Tokyo  Bureau  Chief  Bremner  cov- 
ers financial  issues. 
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PACK  'EM  UP 

Clove-oil  filled 

Sampoerna 

kreteks 


DONESIA 


nil  GLOVES  LITE 
ETTHE  WORLD  ON  FIRE? 

1  Indonesian  cigarette  maker  mounts  a  global  push 


utera  Sampoerna,  49,  is  such  a  big 
fan  of  clove  cigarettes,  or  kreteks, 
he  stalled  his  own  chilcben  smoking 
;m  in  grammar  school.  After  all,  they 
:re  invented  by  his  gi-andfather,  an 
inic  Chinese  tobacco  merchant  named 
;m  Seeng  Tee,  in  the  Javanese  port  of 
rabaya  in  1913.  "I  let  all  my  kids 
loke  since  the  age  of  7,"  he  said  in  a 
'e  interview.  "But  we're  open  about 
it.  At  the  age  of  14,  if  you  want  to 
loke,  smoke.  Smoke  in  front  of  me, 
n't  smoke  behind  my  back." 
If  Sampoerna  has  his  way,  consumers 
)und  the  world  will  be  smoking  a  new, 
Ider  version  of  his  clove  cigarettes, 
s  company,  Hanjaya  Mandala  Sampo- 
la,  is  launching  a  milder  kretek  that 
intends  to  sell  throughout  Asia.  The 
?tek,  a  cigarette  infused  with  clove 
and  sweetened  with  sugar,  accounts 
•  88%  of  the  168.5  biUion  cigarettes 
loked  in  Indonesia  last  year.  H.  M. 
mpoerna  has  12%  of  the  kretek  mar- 
t,  and  CEO  Sampoerna  expects  to  im- 
3ve  on  that  share  with  liis  new  prod- 
t  called  A  International,  which  is 
ekaged  in  a  Marlboro-hke  box  to  lure 
Linger  smokere  familial'  with  Ameiican 
3ducts.  He's  betting  it  will  catch  on  in 
ia  and  eventually  the  U.  S.,  where 
;  kreteks  and  other  brands  are  al- 
idy  sold  in  tobacconist  shops. 
Sampoerna  has  had  a  hard  time  con- 


vincing investors  that  his  expansion 
plans  will  keep  earnings  high.  In  Feb- 
ruary, investors  accustomed  to  H.  M. 
Sampoerna  trading  at  more  than  20 
times  earnings  bid  the  stock  down  when 
1996  profits  rose  12%.  from  1995,  to  $167 
million — not  bad,  but  nothing  like  the 
75%  annual  increases  of  the  early  '90s. 
Investors  were  also  reacting  to  Sampo- 
erna's  purchase  of  5%  of  Indofood  Suk- 
ses  Makmur,  a  blue-cliip  outfit  controlled 
by  the  poweifiil  Salim  fainily.  "Eveiyone 
suspects  he  used  his  company's  profits 
for  that  [deal],"  says  an  investment 
banker  The  fear  is  that  Sampoerna  will 
diversify  unwisely  and  see  profits  suffer. 

But  since  the  stock's  abrupt  drop, 
Jakarta  brokerages  have  turned  more 
buUish.  H.  M.  Sampoer- 
na has  wider  margins 
than  market  leader  Gu- 
dang  Garam,  which  sells 
to  the  low  end,  and 
Sampoema  invests  more 
in  new  products.  The  In- 
donesian market  also  re- 
mains a  cigarette  ped- 
dler's dream  and  an 
activist's  nightnwe.  One- 
third  of  the  population 
is  below  the  age  of  15. 
"This  should  translate 
into  roughly  4.4  milHon 
teenagers  entering  the 
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smoking  age 
each  year,"  ac- 
cording to  a 
report  by  hsbc 
James  Capel. 
There  also  are 
no  laws  in  In- 
donesia against  seUing  cigarettes 
to  children.  "A  lot  of  children 
smoke  here  because  cigarettes  are 
sold  by  the  stick,"  says  Lelyana 
Kui-niawan,  a  tobacco  industry  an- 
alyst at  Jardine  Fleming  Nusan- 
tara.  "If  you  have  8(2,  you  can  buy 
a  stick."  Sampoerna  denies  his  com- 
pany targets  children,  saying  it's 
going  after  bigger  spenders. 

Antitobacco  sentiment  is  mut- 
ed at  best.  "The  government  has 
no  plan  to  limit  the  cigarette 
industry,"  says  a  senior  Health 
Ministry  official,  chain-smoking 
through  an  interview  in  fi'ont  of  a 
no-smoking  sign  in  his  office.  The 
industry  is  Indonesia's  second-largest 
employer  next  to  the  government,  and 
the  second-largest  taxpayer  after  the 
oil  industry. 

CONNECTIONS.  It's  good  that  the  home 
market  remains  strong,  since  it's  not 
clear  whether  other  Asian  markets  vdll 
be  as  hospitable.  Southeast  Asia's  pre- 
mium markets  are  sewn  up  by  power- 
house brands  fi-om  Philip  Morris  Cos. 
and  B.  A.  T.  Industries.  But  Sampoema, 
a  shrewd,  straight-talking,  U.  S.-educat- 
ed  executive,  reckons  he  can  use  his 
connections  with  other  ethnic  Chinese 
traders  in  Burma,  Malaysia,  the  Philip- 
pines, and  Vietnam,  where  he  owns  cig- 
arette manufacturers  and  holds  distrib- 
ution licenses  through  a  subsidiary  in 
Singapore.  His  strongest  position  may 
be  in  neighboring  Malaysia,  where  he 
figiu'es  his  legitimate  operation  can  out- 
ran Indonesian  kretek  smugglers,  who 
have  19%.  of  the  market.  "Being  Chi- 
nese, we  understand  the  market  here 
better  than  our  Western  counteiparts," 
says  Sampoerna. 

Sampoerna  intends  to  spend  the  ne.xt 
10  to  15  years  building  up  his  A  Inter- 
national and  other  mild  brands  in  Asia. 

Next  he  will  tuni  to  the 
U.  S.,  where  the  novelty 
market  for  clove  ciga- 
rettes doubles  each 
year.  Says  Sampoerna: 
"In  the  States,  I  would 
be  beating  my  head 
against  the  wall"  to 
make  a  big  push.  But  in 
Asia,  with  the  market 
growing  fast,  he's  bet- 
ting a  clove  cigarette 
with  a  lighter  taste  may 
have  a  shot. 

By  Michael  Shari 
in  Jakarta 
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FEDERATED  EMERGING 
MARKETS  FUND  RANKED 
#2  OUT  OF  95 
EMERGING  MARKETS  FUNDS 

35.46%  TOTAL  RETURN* 


FEDERATED  INTERNATIONAL 
SMALL  COMPANY  FUND  RANKED 
#1  OUT  OF  15 
INTERNATIONAL 
SMALL  COMPANY  FUNDS 

37.06%  TOTAL  RETURN* 


'According  to  Lipper  Analytical  Services 
for  the  period  2/29/96  through  2/28/97. 
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FEDERATED  LATIN  AMERICAN 
GROWTH  FUND  RANKED 

#6  OUT  OF  30 
LATIN  AMERICAN  FUNDS 

42.97%  TOTAL  RETURN* 


FEDERATED  WORLD 
UTILITY  FUND  RANKED 
#2  OUT  OF  90 
INTERNATIONAL  UTILITY  FUNDS 

20.27%  TOTAL  RETURN* 


Let's  just  say  we  understand  the  international 
marl<et  so  well  we  can  even  tell  you  where  to 
find  the  best  cup  of  coffee  in  Rangoon. 

Knowing  how  to  successfully  navigate  the  world  is  all  a  matter  of  understanding  the  details.  It's  a  matter  of  understanding  the  difference  between  sushi  and 
Sashimi.  Understanding  the  difference  between  an  opportunity  and  an  opportunity  lost.  With  an  average  of  14  years'  experience  in  international  investing, 
our  portfolio  managers  are  some  of  the  most  experienced  in  the  business.  That's  one  of  the  reasons  why  the  four  Federated  international  funds  you  see 
here  are  so  soundly  outperforming  many  of  their  competitors.  To  find  out  more  about  cafes  in  Asia  or  other  products  in  Federated's  broadly  diversified 
international  lineup,  ask  your  financial  advisor  or  call  1-800-341-7400.  You'll  receive  a  prospectus  which  you  should  read  carefully  before  investing. 
Mutual  funis  for  domestic  equity,  international,  bond  and  money  market  investing. 

Federated  f  "1  Investors 

Since  1955 

11.20%  was  the  1-year  total  return  for  the  World  Utility  Fund  as  of  12/31/96;  17.49%,  8.98%,13.13%and10.74%  were  the  total  returns  since  inception  (2/2, 
as  nl  12/31/96  for  the  International  Small  Company  Emerging  Martlets,  and  Latin  American  funds  and  the  annualized  total  return  for  the  World  Utility  Fund  since  inception  (4/2, 
as  of  12/31,'96,  reflecting  the  5,5%  sales  charge  Performance  figures  at  top  of  page  do  not  include  sales  charge  Newspaper  listing  shows  current  NAV  and  previous  week's  NAV 
as  of  3/3/9i'.  Investment  return  and  principal  value  will  fluctuate,  so  when  shares  are  redeemed,  they  may  be  worth  more  or  less  than  the  original  price.  •  Performance  shown 
the  Class  A  sii.ues.  Total  returns  would  have  been  lower  in  the  absence  of  temporary  expense  waivers  or  reimbursements  The  fund  also  offers  other  classes  of  shares.  Perfor^ 
ior  these  classes  will  vary  due  to  differences  in  charges  and  expenses,  •  Foreign  investing  involves  special  risks  due  to  factors  such  as  increased  volatility  currency  fluctuation 
■iifferences  in  auditing  and  other  financial  standards.  •  Past  performance  does  not  guarantee  future  results. 
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flEXIGO'S  UNIONS 

iRE  SLIPPING  THEIR  LEASH 


■or  61  years,  union  boss  Fidel  Velazquez  Sanchez,  97,  has 
■  i-un  the  giant  Mexican  Workers  Confedei-ation  (ctm  j  like 
an  arm  of  the  long-ruling  Institutional  Revolutionaiy 
irty  (PRi).  Under  Don  Fidel,  as  he's  widely  known,  the 
don  spent  far  more  effort  supporting  the  pri  and  govern- 
ent  policies  than  in  defending  workers.  But  now,  his  faihng 
!alth  and  the  expected  power  struggle  among  would-be 
ccessors  could  raclically  change  the  power  stnictiu-e  that  has 
iminated  the  countiy  for  decades. 

Mexican  policymakers,  accustomed  to  labor 
Im,  face  the  prospect  of  more  aggressive 
lion  demands  and  laboi'  unrest.  A  foretaste: 
ork  stoppages  that  started  on  Ajir.  14  at 
ree  Ford  Motor  Co.  plants  over  a  demand  for 
•ofit-sharing  payments,  although  Ford  re- 
irted  that  it  lost  money  in  Mexico  last  year, 
dependent  unions  are  eager  to  recoup  real 
age  losses  totahng  about  40%  since  1988  by 
iding  Mexico's  annual  wage-price  stabiliza- 
m  pacts,  which  have  kept  wage  hikes  below 
flation.  And  they  want  to  change  pri -voted 
Dor  laws  that  keep  workers  on  a  leash  by  giv- 
g  government  boards  wide  powers  to  certify 
actions  of  union  representatives  and  pemiit  or 
ir  strikes.  "We're  entering  a  period  in  which 
1  the  rules  of  union  activity  will  be  rewritten," 
ys  labor  analyst  Eni'ique  de  la  Garza  of  the 
utonomous  Metropolitan  University  in  Mexi- 

City.  "The  unions  will  be  much  more  militant." 
GGER  VOICE.  The  challenge  to  the  ctm,  which  represents 
tout  45%  of  Mexico's  roughly  8  inillion  organized  workers,  is 
ithering  force.  Two  years  ago,  independent  unions  claiming 
)  to  3  miUion  members  created  the  Forum  of  Unionism 
acing  the  Nation.  They  aim  to  replace  the  CTM-dominated 
brkers'  Congi'ess  (CT),  an  umbrella  organization  that  since 
•67  has  grouped  all  of  the  country's  labor  federations,  both 
dependents  and  ctm  affiliates.  Their  goal:  To  gain  a  bigger 


VELAZQUEZ:  End  of  un  era 


voice  in  the  pacts,  which  the  ctm  has  signed  vrith  business  for 
the  last  decade,  and  win  better  temis — or  abolish  them. 

The  ctm's  woes  could  rebound  on  the  pri,  already  bat- 
tered by  diTJg  and  corruption  scandals.  The  two  gToups  have 
beeii  so  mutually  supportive  for  decades  that  a  blow  to  one 
inevitably  hits  the  other.  The  union  could  be  further  under- 
miiied  if  the  pri,  which  funnels  patronage  through  it,  suffers 
expected  setbacks  in  July  6  congressional  and  state  elec- 
tions. Ti-aditionally,  the  CTM  bused  workers  to  the  polls,  often 
buying  their  votes  and  supplying  pre-marked 
ballots.  The  pri  has  rewarded  ctm  leaders  with 
key  political  posts,  lucrative  business  deals, 
and  a  policymaking  voice.  But  such  quid  pro 
quos  are  crimped  by  election  reforms  and  by 
former  President  Carlos  Salinas  de  Gortari's 
sell-off  of  more  than  1,000  state  companies, 
which  shrank  opportunities  for  patronage. 

So  a  rising  generation  of  labor  leaders  sees 
less  sense  in  the  cozy  old  airangements.  One 
Forum  leader,  Francisco  Hernandez  Juarez, 
heads  the  independent,  .50,000-member  Me.xican 
Telephone  Workers.  A  lifelong  PRI  member,  he 
says  workers  are  fed  up  with  unions  that  dic- 
tate decisions  without  consulting  members. 

Most  Mexican  employers,  including  many 
global  companies,  are  happy  with  docile  unions. 
There  were  only  51  strikes  in  1996,  partly  be- 
cause a  recession  made  workers  fearful  of  lay- 
offs. But  the  Fonim's  emei'gence  means  acceptance  of  the  sta- 
tus quo  can  no  longer  be  taken  for  gi'anted. 

The  CTM  could  still  play  a  key  role  in  the  July  elections. 
Jose  Ramirez  Gamero,  a  front-runner  for  the  CTM  succes- 
sion, plans  to  use  up  to  10,000  union  faithful  to  get  out  votes 
for  the  PRI.  Even  so,  Don  Fidel's  era  of  unions  run  by  a 
club  of  politicians  and  labor  bosses  is  near  its  end. 

By  Geri  Smith  in  Mexico  City, 
with  John  Peciffson  in  New  York 


GLOBAL  WRAPUP 


m  ITALIAN  SUPERBANK? 

►  Shares  of  Milan's  powerful  and 
secretive  Mediobanca  merchant  bank 
rose  more  than  2%  on  Apr.  14  on 
reports  that  it  might  merge  with 
Banca  Commerciale  Italiana,  one  ot 
Italy's  strongest  commercial  banks. 
The  move  would  create  Italy's  first 
German-style  universal  bank  with 
stakes  in  major  Italian  companies 
from  auto  maker  Fiat  to  tire  producer 
Pirelli  as  well  as  Assicurazioni  Gener- 
ali,  one  of  Europe's  largest  insurers. 
The  superbank,  with  assets  of  $108 


billion,  could  bolster  Italy's  weak  bank- 
ing sector,  which  is  under  attack  by  in- 
creasingly aggi'essive  competitors  from 
northern  Europe,  Britain,  and  the 
U.  S.  Analysts  say  copycat  mergers 
could  follow  quickly.  Istituto  Mobihare 
Italiano,  for  instance,  might  merge 
with  Istituto  Bancario  San  Paolo  di 
Torino. 

PRIVATE  JAILS  IN  SOUTH  AFRICA 

►  Beset  by  a  crime  wave,  overcrowd- 
ed penitentiaries,  and  frequent  jail- 
breaks.  South  Africa  is  looking  to  pri- 
vate enterprise  for  help.  The 


government  is  seeking  tenders,  begin- 
ning on  Apr.  21,  from  local  and  for- 
eign companies  to  build  and  run  seven 
prisons,  including  two  maximum  secu- 
rity units. 

Correctional  Services  Minister  Sipo 
Mzimela  says  the  plan  is  modeled  on 
experiences  in  countries  including 
Britain  and  the  U.  S.  Without  an  infu- 
sion of  private  cash,  he  says,  the  coun- 
try never  could  afford  the  prisons  it 
needs.  Meantime,  his  department  is 
considering  other  ways  to  cut  50% 
overcrowding.  One  idea:  Adapting  dis- 
used mines  to  provide  extra  cells. 


Why 


r 

he  can  look  forwardi^ 
would  have  a  century  ago 

Today,  no  one  thinks  twice 
about  somebody  Uving  to  the 
ripe  old  age  of  80.  A  hundred 
years  ago,  however,  it  was  a  rarity. 

With  improvements  in  water 
quahty,  nutrition  and  hygiene, 
life  expectancy  began  to  rise. 


Hoechst  has  contributed 
to  modern  medicine 
for  over  a  century. 

But  the  biggest  strides  came 
near  the  turn  of  the  century  when 
huge  advancements  in  medicine 
gave  doctors  the  ability  to  treat 
and  even  cure  many  life-threaten- 
ing diseases.  Hoechst  (pronounced 
Herkst)  was  there,  joining  forces 
with  leading  scientific  researchers 
hke  Robert  Koch,  Emil  von 
Behring  and  Paul  Ehrlich.  The 
discoveries  of  these  Nobel  Prize- 
winning  scientists  initiated  the 
age  of  bacteriology,  immunology 
and  chemotherapy. 

Hoechst  pioneered  the  devel- 
opment of  tubercuHn,  insulin, 
and  antitoxins  for  diphtheria  and 


Hoechst  M.irion  Roussel,  Inc.  P.O.  Box  9627  Kansas  City,  MO  64134-0627  http://www.hoechst.com 


living  twice  as  long  as  he 


tetanus,  as  well  as  antibiotics  to 
fight  infectious  diseases.  Not  to 
mention  important  medications 
that  have  contributed  to  the  suc- 
cessful treatment  of  heart  disease 
and  strokes. 

At  Hoechst,  we're  proud  of 
our  history.  And  to  be  sure,  the 
relentless  pursuit  of  medical  ad- 
vances has  caused  life  expectancy 
to  rise.  But  just  as  typhoid, 
cholera  and  bacterial  infections 
endangered  lives  in  the  past, 
diseases  such  as  AIDS,  cancer  and 
other  killers  threaten  us  today. 
Which  is  why  our  pharmaceutical 
company  Hoechst  Marion 
Roussel  spends  nearly  $  1.5  billion 
a  year  on  pharmaceutical  research 
and  development.  If  history  is  any 
indication,  it's  money  well  spent. 

Hoechst  is  an  international  group 
of  companies  spearheading  inno- 
vation in  health  care,  nutrition 
and  industry.  With  a  staff 
of  14S  000  people  worldwide, 
annual  sales  total  $  36  billion. 


Finding  new  ways. 


Hoechst 
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BIG  BREAKS  FOR  SMALL  FRY 


gPOK  REVIEW 


Ihink  your  com- 
pany, uith  just 
10  or  15  com- 
puters,  is  too 
small  to  qualify  for 
volume  discounts  on 
software  licenses? 
Think    again.  Big- 
name  software  pub- 
lishers are  so  hungiy 
for  small-business  customers  they've  begun  of- 
fering multiple  hcensing  deals  and  bulk-piu'- 
chase  discounts  of  up  to         even  for 
low-volume  purchasers.  A  multiple 
or  "open"  Ucense  means  one  disk 
can  legally  be  downloaded  onto 
many  machines.  Since  last  Octo- 
ber, just  10  copies  of  Microsoft 
Office  qualifS'  for  an  "open  hcense 
progi'am,"  or  bulk  discount.  dowTi 
fi'om  25.  Corel  Coip.  allows 
you  to  pay  for  five  licenses  and 
install  the  progi'am  on  10  comput- 
ers, provided  only  five  people  use  the 
software  at  any  one  time.  You  can  also 
save  on  software  upgrades  by  stall- 
ing a  bidding  war  be- 
tween the  Goliaths. 
Just  like  the  phone 
companies.  Lotus  De- 
velopment  Corp.  will 
tiiscount  its  Smartsuite 
to  lure  you  away  from 
Microsoft  Coi"]:).,  which  in 
turn  will  offer  a  compet- 
ing discount  on  your  up- 
gi'ade  to  keep  you.  Bu\ing 
thj-ough  a  reseller  such  as 
Egghead  Inc.  can  shave  off 
a  few  more  doUai-s.  Another 
good  reason  to  think  in 
teiTns  of  resellers:  They  can 
put  together  a  multibrand 
package  and  keep  track  of 
yoiu"  licenses — helpful  if  you're 
ever  accused  of  illegal  eop\ing. 


Buyer's  Guidf  It 
^^>J  o„tfeatures  rough  c  t 


ainmg  tips  on  prod 
ucts  ranging  ^ 

from  fax 
machines  to 

Business  Con- 
sumers Guide, 
S18.95  (800  4.3-? 
7444). 
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I  "Location,  location,  lo6 
Hon?  ]\7ien  it  comes  to 
small  business,  itspUA 

\  plan,  plan."  -  Laurence 
Charney  of  Ernst  &  Young,  on 

I  surviving  a  downturn  (page  4)1 
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ate  lining  up  at  the 
post  office?  Postage 
meters  are  now  ctieap 
enough  for  even  the  small- 
est business.  Exact  postage 
can  save  up  to  20%  in 


mailing  costs,  and  the  new 
electronic  meters  can  break 
out  use  by  client  or  depart- 
ment. Postage  refills  are 
available  via  modem.  Pit- 
ney Bowes  Inc.  just  set  a 


new  low  in  rental 
a  SOHO  machine 
are  rivals.  Terms  { 
tures  vary.  Watch  f( 
costs  such  as  pi 
and  postage  refill 
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More  information  about  this  story  can 
be  found  on  America  Onlme  at  key- 
word; BW  Enterprise. 
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THE  NET  KEEPS 
SNAGGING  EM 


S 


JAN.  '97 


TO  THE  INTERNET 

MAY  INTERNATIONAL  CO. 


mall  business  has  leapt  onto  the  Internet  in  the 
past  year.  More  than  40%  of  all  businesses  now 
say  the  Net  has  changed  the  way  they  operate. 
The  most  popular  uses  are  research, 
E-mail,  and  advertising  and 
promotion,  according  to 
consultant  George  S.  May 
International  Co.'s  second 
survey  on  use  of  the 
Internet  by  small 
businesses.  Fewer  business 
owners  this  year  offer  excuses  for 
RESEARCH/  ADVERTISING/  staving  unplugged,  leaving  a  hard  core 

COMMUNICATION    PROMO  .      o  i 

\ _         who  simply  see  "no  need  for  the  Net  m 
WHY?       ,    .  , 

then-  busmess. 


1996  1 

1997  1 


24%  1S%Hl6%  10% 


NO  TIME    NO  INTEREST 

WHY  NOT? 


1996  ■ 

1997  ■ 


SCOM  HASLER 

ectronic  Meter  System 

■HLY  LEASE  $47.50 
jes  scale  and  mailing 

machine) 
>£iV!  REFILL  $8.50 
RES  Seals,  tracks  up  to 

10  users 
100  243-6275 


PITNEY  BOWES 

Personal  Post  Office 

MONTHLY  LEASE 

$19.75-23.75  (+$5  w/ scale) 
MODEM  REFILL  $5 
FEATURES 

4  free  refills/year,  tracks  up  to 
8  users 
800  672-6937 


THE  CHANGING  ^F  THE  GUARD 

lite  CEOs  who  head 
family  businesses  today 
predict  the  next 
eneration  will 
look  very  different. 


WHO  TO  TRUST? 


If  you  want  information 
from  a  chamber  of  com- 
merce, better  find  out  who 
you're  dealing  with  first. 
Last  year,  complaints 
about  huge  fees  and  un- 
filled orders  for  research 
led  to  a  probe  of  the 
Chamber  of  Commerce 
Serving  Greater  New  York. 
Refunds  ended  the  mat- 
ter. The  problem:  "cham- 
ber of  commerce"  can't 
be  trademarked,  so  some 
for-profit  businesses,  such 
as  the  Adult  Chamber  of 
Commerce,  which  serves 
the  sex  industry,  use  it.  In 
Nashville  and  Washing- 
ton, too,  groups  are  at 
odds  over  the  name. 


NEOPOST 

SM26  Advantage 

MONTHLY  LEASE  $29.95 
(-(-$5  w/  scale) 
MODEM  REFILL  $9  50 
FEATURES  Seals,  tracks  up 
to  31  users 
800  624-7892 


INSURANCE 


FRANCOTYP-POSTALIA 

TIOOO 

MONTHLY  LEASE  $32 
MODEM  REFILL  $7  75 

FEATURES  Seals,  tracks  up 
to  9  users 
800  956-6465 


FOR  JACK 
AND  BILL 


T; 


Ihe  trend  of  extending  medical 
benefits  to  partners  of  gay 
employees  is  gaining  steam, 
but  few  insurers  offer  policies.  That  puts  small  busi- 
ness at  a  disadvantage  in  a  tight  labor  market,  since 
big  companies,  wMch  either  self-insiu'e  or  have 
greater  clout  in  negotiating  their  coverage,  can  use 
the  benefits  to  compete  for  gay  talent.  Legal  pressure 
could  gi'ow,  too.  Starting  June  1,  San  Francisco  will 
i-equire  city  contractors  to  e.x- 
tend  coverage  to  all  registered 
domestic  partners  of  employees. 
New  York  City  is  considering 
similar  legislation.  For  help  find- 
ing an  insui'er,  call  gay  rights 
gi'oup  Lambda  Legal  Defense  & 
Education  Fund  (212  809-8585) 
or  benefits  consultant,  Holly- 
wood Supports  (213  655-7705). 


S  A  WELLS  FARGO/NFIB  STUDY. 


More  information  about  this  story  can  be 
found  on  America  Online  at  keyword:  BW 
Enterprise. 
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HOW  TO  SURVIVE 
A  DOWNTURN 

An  up-to-date  plan  covering  bad  times  is  essential 


It's  hard  to  worry  about  rain  when 
the  sky  seems  blue.  But  worry  you 
should,  for  the  signs  of  a  stoi-m  are 
clearly  there.  Health  care  costs,  un- 
der control  over  the  last  three  years, 
are  headed  up  again,  and  are  projected 
to  increase  by  10%  or  more  in  1998. 
The  Federal  Reserve  is  hiking  interest 
rates  again,  raising  boirowing  costs  and 
dampening  both  consumer  spending  and 
business  investment.  And  with  labor 
mai'kets  stretched  tighter  than  a  nibber 
band,  competition  for  valued  employees 
is  leading  to  higher  wages  and  better 
benefits  packages.  With  pressure  still 
on  to  hold  prices  down,  the  result  is 
cleai':  Profits  are  going  to  get  squeezed. 

Naturally,  that  doesn't  mean  a  reces- 
sion is  right  around  the  corner.  Unem- 
ployment is  low,  the  economy  is  ex- 
panding at  a  robust  rate,  and  the  Fed 
still  seems  more  worried  about  exces- 
sive gTowth  and  ijiilation  than  a  business 
slowdown.  Small  businesses'  liinng  plans 
and  capital  expenditures  remain  sti'ong, 
says  William  C.  Dunkelberg,  chief  econ- 
omist for  the  600,000-member  National 
Federation  of  Independent  PLANNING 


When  it  comes  to  small  busi- 
ness it's  plan,  plan,  plan." 
Adds  James  F.  Lafond,  mi- 
datlantic  cluster  managing 
partner  at  Coopers  &  Ly- 
bi-and:  "The  companies  that 
don't  pay  attention  to  the  ba- 
sics get  into  trouble  when 
times  get  tough." 

Just  as  you  would  map  out 
the  exit  routes  from  your 
home  in  case  of  a  fii'e,  it's  es- 
sential to  have  a  business 
plan  which  covers  bad  times. 
An  up-to-date  plan  allows 
you  to  ask  a  lot  of  "what  if 
questions.  What  if  you  lose 
a  major  customer?  What  if 
the  cost  of  goods  soars? 
Moreover,  frequent  reviews 
of  your  business  plan  can 
highlight  emerging  dangers, 
such  as  ballooning  invento- 
ries or  delinciuent  customer 
payments.  Comments  Pier- 
son  M.  Grieve,  retired  chair- 
man and  CEO  of  Ecolab 
Inc.,  a  Minnesota- 


Business.  And  a  recent  Coop-    based  institutional 


ers  &  Lybrand  survey  shows  chief  ex- 
ecutives from  three-quarters  of  the  na- 
tion's fastest-growing  companies  are 
optimistic  about  the  economy  over  the 
next  12  months.  In  sharp  contrast,  a 
mere  8%  of  those  .surveyed  were  pes- 
simistic ahdut  the  economy's  prospects. 
"PLAN,  PLAN,  PLAN."  Still,  whether  you 
think  the  expansion  has  legs  or  a  down- 
tum  looms,  it  pays  to  pi'epare  for  ad- 
versity. The  secret  for  surviving  and 
even  prospering  during  a  downturn  is  to 
focus  relentlessly  on  the  most  basic  no- 
tions of  limning  a  business — cash  flow, 
accounts  receivable,  costs,  and  debt. 
Says  Laurence  Charney,  gi'oup  leader 
for  entrepreneurial  services  at  Ernst  & 
Young,  "You've  heard  real  estate  people 
talk  about  location,  location,  location? 


cleaning  and  sanitizing  com- 
pany he  built  into  a  global  powerhouse: 
"When  you  see  problems  coming,  do 
something  about  it  before  they  over- 
whelm you.  And  don't  panic — people 
don't  think  well  when  they  panic." 

The  most  critical  item  to  track  for 
any  owner  is  cash  flow.  In  part,  that 
means  keeping  a  close  eye  on  accounts 
receivables.  Check  out  your  customers. 
Ai'e  they  healthy  or  financially  fragile? 
Are  they  up-to-date  on  their  payments? 
Are  you  making  money  off  your  con- 
tracts or  straining  to  sei-vice  too  many 
customers?  Eugene  W.  Courtney,  ceo 
of  HEi  Inc.,  a  Minnesota-based  company 
specializing  in  making  custom-designed, 
ultra-miniature  micro-electronic  devices, 
warns  that  "lots  of  people  bleed  to 


I'll 


(Icatli  witli  little  bits  and  pieces  of  ur|aiiui( 
profitable  business."  At  the  same  timi 
avoid  having  your  business  be  too  reltutive 
liant  on  one  customer  Bay  Cast  Inc., 
foimchy  based  in  Bay  City,  Mich.,  serve 
seven  different  market  segments,  inWlHi 
eluding  the  automobile  and  aircraft  in 
dustries,  and  steel  mills  at  home  an<|iiN(iQ| 
abroad.  "Make  sure  you  are  diversifiet 
enough  so  that  if  one  section  of  yonfegji 
market  is  suffering  from  bad  economi(  i 
times  other  parts  may  offset  the  onei 
that  are  down,"  says  Scott  L.  Holmar 
head  of  the  company. 

A  regular  checkup  stems  cost  creep 
too,  the  bane  of  many  businesses  todaj  jrting  5 
"Quite  frankly,  when  times  are  gooc 
you  really  aren't  scrutinizing  the  phon( 


CA     LOW:  "Lots  of  people  bleed  to  death  with  little  hi 
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Getting  Ready  for  Tough  Times 


^  DEVISE  A  BUSINESS 
PLAN  A  detailed  business 
plan  allows  a  small-business 
owner  to  identify  trouble  spots 
early  and  to  decide  how  best 
to  conserve  resources  if  sales 
turn  down. 

^  MONITOR  FINANCES 

Carefully  review  accounts 
receivable  for  slippage.  Insti- 
tute disciplined  procedures  for 
collecting  and  monitoring  any 
money  the  business  may  be 
owed. 

>■  REVIEW  YOUR 
CUSTOMERS  Make  sure  that 
your  customer  base  is  well- 
diversified.  Where  it  makes 
sense  to  do  so,  lock  in  long- 
term  contracts  with  valued 
customers. 


REDUCE  DEBT  Reduce 
debt  and  build  up  cash 
reserves.  Check  that  all  lines 
of  credit  are  secure  if  they  are 
needed. 

^  SCRUTINIZE  OPERATIONS 

Streamline  nonessential 
expenses.  Review  and  pare 
down  inventory  levels. 

>■  CONTROL  CAPITAL 
OUTLAYS  Avoid  excessive 
investments  that  have  no  clear 
payoff.  Know  the  true  costs  of 
new  software  packages. 

>■  CUT  FIXED  COSTS 

Reward  employees  with  profit- 
sharing  and  bonuses  in  good 
years  rather  than  giving  out  big 
pay  raises.  Outsource  where 
appropriate. 


3  and  looking  for  other  ways  you  can 
e  pennies,"  says  Scott  Daugherty, 
!cutive  director  of  the  Small  Busi- 
•s  &  Technology  Development  Center 
the  University  of  North  Carolina  at 
apel  Hill.  "We  don't  go  on  a  diet  un- 
the  suit  doesn't  fit." 
TING  DUCKS.  Ambitious  capital  spend- 
plans  are  an  easy  target  for  cut- 
iks.  Some  investments,  like  new  tele- 
n  gear,  may  cut  costs  and  increase 
dness.  But  other  expenditiu'es,  such 
the  next  tweak  on  a  piece  of  soft- 
re  or  the  latest  model  of  office  or  fac- 
y  machinery,  can  be  delayed  without 
rting  the  business.  Bay  Cast  funds 
capital  spending  out  of  profits,  says 
bnan.  "It  takes  you  longer  to  do  what 


you  want  to  do,  but  it  makes 
you  stronger.  " 

When  a  dowTiturn  amves, 
it's  also  important  not  to  be 
caught  owing  a  lot  of  money, 
say  many  small  business  ad- 
visers and  longtime  entre- 
preneurs. Bolster  equity  cap- 
ital, pay  down  debt,  secure 
lines  of  credit,  and  convert 
any  remaining  borrowings  into  fixed- 
rate  loans  to  make  financial  planning 
easier. 

Financial  leverage  can  be  toxic. 
What's  more,  bankers  tend  to  be  exu- 
berant lenders  during  expansions.  A  re- 
cent study  of  more  than  two  million 
commercial  and  industrial  loans  gi'anted 
by  580  banks  between  1977  and  1993, 
undertaken  by  Patrick  K.  Asea,  econo- 
mist at  the  University  of  CahfoiTiia,  Los 
Angeles,  and  S.  Brock  Blomberg,  econ- 
omist at  Wellesley  College,  suggests 
that  banks  extend  way  too  many  loans 
when  times  are  good.  That  optimism 
gets  overextended  borrowers  into  trou- 
ble during  recessions.  Over  the  past 
tbree  years  alone,  bank  commercial  and 


DATA:  BUSINESS  WEEK 

industrial  loans  outstanding  have  been 
growing  at  double-digit  rates. 

In  addition,  the  quality  of  those  loans 
in  a  recession  may  be  womsome,  too. 
Banks  have  increasingly  been  relying 
on  "credit  scoring" — computer-generat- 
ed, numerical  quantification  of  a  bor- 
rower's risk— as  one  of  the  main  criteria 
for  making  their  small  business  loans.  In 
the  Federal  Reserve's  recent  Senior 
Loan  Officer  Opinion  Sui-vey,  about  two- 
fifths  of  respondents  said  they  always 
use  credit  scores  when  making  small 
business  loans,  and  one-fourth  said  they 
sometimes  use  them.  The  trouble  is, 
credit-scoring  for  businesses  is  relative- 
ly new,  and  suspicions  are  widespread 
that  loan  difficulties  will  emerge  when 
economic  activity  slows.  What's  more, 
a  lot  of  credit  card  issuers  are  worried 
about  how  much  personal  credit  card 
debt  is  being  used  to  fund  small  busi- 
ness, says  Mark  Zandi,  chief  economist 
at  Regional  Financial  Associates  Inc. 

Reducing  debt  doesn't  mean  shying 
away  from  banks  entirely.  Indeed,  a  se- 
cure credit  Hne  can  be  a  lifesaver  if 
the  business  turns  down.  "It  makes 


i  pieces  of  unprofitable  business,"  says  one  CEO 
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sense  to  lock  up  lines  of  credit  when 
times  are  good  and  to  build  up  good 
relations  with  lenders,"  says  Frederic 
W.  Thomas,  president  of  score,  Ser- 
vice Corps  of  Retired  Executives,  a 
12,400-member  volunteer  progi'am  that 
matches  volunteers  with  small  busi- 
nesses that  need  advice.  "The  flip  side 
of  this  is  to  keep  them  up-to-date  on 
what  you  are  doing.  Bankers  don't  like 
nasty  surprises." 

GREENHORNS.  Building  up  cash  on  hnnd 

is  essential,  even  if  it   

means  taking  less  money 
out  for  personal  expens- 
es. A  lack  of  capital  was 
the  single  most  impor- 
tant cause  of  business 
failures  in  the  Min- 
neapolis/St. Paul  area  in 
the  mid-1980s,  according 
to  Karl  A.  Egge,  an 
economist  at  Macalester 
College  in  St.  Paul.  Sim- 
ilarly, the  mixing  of 
household  and  business 
monies  contributed  to 
the  failure  of  a  good 
number  of  the  Arizona 
micro-enterprises  along 
the  Mexican  border 
when  the  peso  collapsed 
in  1994.  As  sales  slowed, 
many  freshly-minted  enti'ei)i-fiu'Ui-s 
dipped  into  the  business  cash  flow  to 
pay  for  the  mortgage,  the  car,  or  other 
household  expenditures.  They  didn't 
plow  money  back  into  the  business, 
says  Frank  T.  Ballesteros,  deputy  chief 
executive  at  the  ppep  Microbusiness 
and  Housing  Development  Corp.,  a 
nonprofit  lender  to  tiny  firms  in  rural 
Arizona.  Egge  suggests  as  a  good 
target  having  enough  cash  to  cover 
fixed  costs  for  2-3  months,  though  that 


SAWY:  Transform  fixed 
charges,  such  as  labor, 
into  costs  that  vary  with 
the  business  climate 


will  vary  by  the  type  of  business. 

A  strong  cash  position  not  only  lets 
you  withstand  the  valleys  in  your  busi- 
ness, but  provides  the  wherewithal  to 
expand  during  a  recession — when  as- 
sets iDe  cheap  and  competitors  are 
falling.  As  the  oil  bust  hit  western  Ok- 
lahoma in  the  early  1980s,  cash  flows 


Economics 


abruptly  dried  up.  banks  called  in  their 
loans,  and  lots  of  businesses  went  belly- 
up.  But  Ratcliffe  Inc.,  a  bookstore,  office 
supply,  and  sporting  goods  retailer  based . 
in  Weatherford,  emerged  unscathed.  In- 
deed, the  family  business  expanded  dur- 
ing the  downtiu'n,  snapping  up  bargains 
as  other  companies  went  out 


of  business.  "Our  sales  now  RETAILER  RATCLIFFE 


out  during  the  good  times  may 
enough  to  pull  a  company  out  of| 
slump. 

To  many  small  business  ownel 
spending  precious  time  on  keepings 
business  plan  up-to-date  may  seem  m 
a  luxury.  After  all,  they  are  buildingH 
business,  pursuing 


are  greater  than  they  were  Bargain  hunter  of 


dream,  and  jostling  coi 
petitors     for  mark 

during  the  oil  boom,"  says  ^'^^S'*"'  ",oa^^'  share.  Big  mistake:  es{ 

Richard  Ratcliffe,  head  of  the  the  early  80s  Oil  blist  dally  if  they  are  ninni 

so  fast  as  to  miss  what  ' 
happening  around  the 
One  way  to  stay  in  clo  ■ 
t(juch  with  market  co 
ditions  is  to  aggi'essive  - 
build  up  an  intelligen 
network.  Talk  to  valui  ■" 
employees.  Schmoo 
with     important  cu 
tomers.  Create  your  o^v 
kitchen  cabinet  of  in 
[lendent  advisers — whi 
should     include  yo 
banker  and  your  accou 
tant,     suggests  D 
Craighead,    a  retir 
small  business  own 
Use  their  input  to  p 
ject  out  12  to  24  mont 
recommends  Coopers 
Lybrand's  Lafond,  a 


1)  year  nld  cdiiiiiany  IdUiKlfd  hy  his  fa- 
ther who  is  currently  working  on  re- 
ducing outstanding  debts  and  building 
up  a  strong  cash  position. 

Of  course,  another  option  is  to  stiTic- 
ture  youi"  business  so  a  recession  wSl  in- 
flict less  pain.  Savvy  businesses  are  al- 
ways looking  for  ways  to  turn  fixed 
costs — that  have  to  be  paid  no  matter 
what — into  'variable'  costs  that  can  be 
more  easily  trimmed  in  a  sinking  econ- 
omy. For  example,  even  in  today's  age 
of  downsizing,  it's  un- 
pleasant and  difficult  to 
fire  a  permanent  em- 
ployee. That's  why  an 
increasingly  common 
technique  is  to  supple- 
ment a  core  labor  force 
with  temporary  work- 
ers. Bay  Cast,  blessed 
with  full  order  books, 
relies  on  temporary 
hires  for  about  a  fifth 
of  its  110-person  workforce.  Similarly, 
judicious  use  of  outsourcing  may  pro- 
vide a  good  cushion  against  slow  times. 
Dean  A.  Sundquist,  ceo  of  Mate  Preci- 
sion Tooling  of  Ramsey,  Minn.,  notes 
that  if  sales  drop  by  10%  to  15%,  cut- 
ting back  on  overtime  and  bringing  in- 
house  some  projects  you  had  farmed 


tl 


regularly  revise  your  business  plan 
reflect  changing  circumstances. 

Of  course,  a  deep  recession  on 
national  or  state  level  can  severely  te 
even  the  best,  most  carefully  monitor 
financial  management.  If  business  dri 
up,  "You  are  at  the  hfeboat  level,"  sa. 
retired  ceo  Grieves.  "You  only  do  t' 
things  that  keep  you  alive  and  jettis 
the  rest."  Still,  well-managed  business 
have  higher  survival  rates,  and  ev 
new  enterprises  can  make  it  through 
downturn.  About  half  of  all  one-ye 
old  fii-ms  made  it  from  1990  to  1994,  a 
cording  to  the  consulting  firm  Cogneti 
Inc,  despite  the  recession  which  ra 
from  July  1990  to  March  1991. 

Entrepreneurs  know  that  any  bus 
ness  has  to  expect  the  curve  ball,  th 
wicked  twist  of  fate.  No  one  know 
when  the  next  recession  will  come.  Bi 
with  the  U.  S.  economy  entering  th 
seventh  year  of  economic  expansion,  th 
risks  are  rising — along  with  the  poter 
tial  cost  of  being  unprepared.  "Ther 
will  be  casualties  in  this — the  peopi 
who  don't  pay  attention,  who  don't  d 
the  right  things,"  says  Scott  Daughert;i 
"But  if  you  handle  it  the  right  waj 
then  there  is  a  good  chance  you  wi 
come  out  stronger" 

By  Christopher  Fatrell  in  St.  Pau 
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."rie  m-f  8  ini-S  Din  EST.  in  Canada,  call  1  300  A6b-6299  (ID?  45294). 
'^•^  of  the  microprocessor  onlv:  oilier  facfors  also  affect  application 
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For  under  $2,000, 
you  could  have  a 
Compaq  or  a  Toshiba. 

You  could  also 
.  have  a  Thiiil<^Pad. 

No  reason  to  let  a  little  thing  like 
money  stand  between  you  and  a 
ThinkPad.  Because  now,  for  less 
than  $2,000,  you  can  have  a 
notebook  from  the  family  that's 
won  over  300  awards'  -  complete 
with  Pentium"  processor  power, 
integrated  TrackPoint  III,  and  that 
unmatched  ThinkPad  "feel."  Just 
call  I  800  420-7255,  ext.  5011,  for 
more  details  and  to  find  out  where 
you  can  buy  one.  Or  come  visit 
us  at  \v\vw.|)c.ibm.c(im/think|)ad. 

\  better  place  to  thinlc. 


ThmlcPad 


ThinkPad  3f, .'A I) 
]2(l  MHz  '  processor.  HMB  memory,  I.OHGB'  Imrd 
dU  .  11.3-mch  screen..  TrackPoint  III.  4X  CD-ROM 
Lotus  SmartSuite:  $},899'.'.4vailahle  today. 


Solutions  for  a  small  planet 
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TRUFRESH:  A  COMPANY 
THAT'S  TRULY  VIRTUAL 

A  high-tech  fish  processor  keeps  costs  low  with  a  bare-bones  organization 


i 

Deo.  Vane 

Jlafihe' 
ter.tlsy 

uraed « 
Bibledon 
tog)' in  II 
IT  knew  ii 


Open  up  the  direct-mail 
promotional  piece  from   
Truft-esh  Marketing  Gi'oup,  and  you 
will  find  a  rather,  well,  distasteful  item. 
A  scratch-and-sniff  card — for  fish.  Then 
pick  up  the  cover  panel  and  take  a 
whiff.  Nothing.  Because,  as  the  copy  in- 
side points  out,  "fresh"  fish  should  not 
smell  fishy. 

The  mailer  for  the  company's  "fresh- 
ft-ozen"  fann-raised  Atlantic  salmon 
is  not  the  only  innovative  thing 
about  Tiaifresh.  Involved  in 
everything  from  harvest- 
ing the  fish  to  distribut- 
ing it,  the  company  is 
using    a  patented 
freezing  technology 
from    Japan  to 
flash-freeze  salmon 
in  Maine.  Experts 
say  the  freezing 
process  is  so  ef- 
fective that  Tr-u- 
fresh  salmon  is 
indistinguishable 
from  fresh. 
SPARTAN.  In  the 
nine  years  since 
its  founding,  Tiu- 
fresh  has  flopped 
in  retail  but  is  fi- 
nally making  major 
im'oads  into  the  in- 
stitutional food  mar- 
ket. Last  year,  sales 
topped  $1  million.  And 
thanks   to   a  new 
deal  with  Sysco 
Corp.,   the  na- 
tion's largest  food 
distribution  com- 
pany, sales  are 
projected  to  sur- 
pass $5  million  in 
1997,  enabling 
the  company  to 
turn  a  profit. 

The  key  to  Trufresh's  success  is  a 
leanness  unique  in  its  industiy.  It's  a 
virtual  comijany — no  headquarters,  a 
barc-l)ones  sales  staff,  and  no  plans  to 
add  bi-icks  and  mortar  Distribution  and 


MANAGEMENT 


warehousing,  as  well  as 
  direct  sales,  are  all  out- 
sourced. "We  built  this  business  as  a 
virtual  business  out  of  necessity,"  re- 
marks Kevin  Vandervoort,  CEO  of 
Tr-ufresh  Marketing.  But  now  he's  sold 
on  the  concept.  "We're 


ALL 
OVER 
THE  MAP 


NATIONAL  SALES  OFFICE 


Based  in  Pittsburgh;  five 
contract  freelancers; 
access  to  Sysco's  5,000 
salespeople 


SALES  &  MARKETING  HDQ. 


One  room  at  a  business 
incubator  in  Windsor 
Locks,  Conn. 


1.  ..oujii; 
01  r 


DISTRIBUTION 


Contracted  shipments  by 
Frozen  Fish  Express,  a 
trucking  company  that 
laiidlt's  small  loads 


not  looking  to  have  a  traditional  corpo- 
rate stiTJCture.  It  just  isn't  necessary." 

In  fact,  staying  viitual  may  be  what's 
necessary  because  it  has  enabled  the 
company  to  focus  on  technology  and 
sales,  without  diverting  resources.  Van- 
dervoort estimates,  for  instance,  that 


the  operation  would  be  at  least  10  time  tli  a  pro 
more  expensive  if  Trufresh  maintaine  mnietBe' 
its  own  distribution  infrastructure,  noiynejfoti 
to  mention  a  roster  of  employees.  "Th  litt  .W 
value  of  the  company  is  the  patent,  th :  \eMv 
teclinology,  the  trademai-k,  and  the  maigvenght 
keting,"  he  says.  Tincking  an  ^  Rim  t 
distribution  are  "just  no  id  fee  ai 
oui'  business."  ewliere.l 
The  company's  struc  witt 
tui'e  also  maximizes  it)tf;!t;h 
value  to  investors  n.f  m\ 
says  majoiity  ovme  Uv  eiciii 
Barnet  L.  Libei-'jjw 
man.  Moreover,  b;  iii  j 
keeping   the  lioeieon 
censing,  sales  an(  ■-(^^j^ 
marketing,     an(  -,  -^j^fj 
production   arm . 
separate,  Trufresl 
has  a  built-in  ex 
strategy: 
could  sell  thJ 
sales  an(| 
distributic 
arm    unencum  , 
bered    by  po 
tentially   costl;  i 
hard       assets  i 
while  continuinj  ' 
to    license  th( 
company's  freez| 
ing  technology. 
Ti-ufresh's  "ot 
fice"    is  far-flung 
Real  estate  executive 
Winthrop  Davies  Cham| 
berlin,  55,  and  Liberma 
50,  the  majority  owners  ol 
Trufresh,  keep  a  handle  on  fil 
nances  from  their  Manhattan  ofl 
fice.  Robert  J.  Peacock  II,  48,  a  ret 
tired  ocean  tanker  captain,  overseesT 
production  in  a  4,800-square-foot  rentec. 
space  carved  out  of  the  weather-beater - 
sardine  canning  plant  his  gi-eat-grand-  - ,  _ 
father  built  in  Lubec,  Me.,  in  the  earlj , 
1900s.  James  C.  Gallagher,  44,  the  com-  - 
pany's  national  sales  manager,  works  at  - 
home  in  Pittsbiu'gh  overseeing  five  free-  ^ 
lance  sales  reps.  The  only  Trufi-esh  office  -J,; 
with  overhead  is  Vandervoort's — one 
room  in  Wmdsor  Locks,  Conn.,  furnished 
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;  h  a  computer,  a  fax  machine,  a  tele- 
I  me,  a  filing  cabinet,  and  a  couple  of 
1  ond-hand  desks.  The  son,  grandson, 
'  I  gr-eat-gi'andson  of  commercial  fish- 
fien,  Vandervoort  shares  his  office 
h  his  marketing  team — sons  David, 

0  is  an  18-yeai-old  high  school  senior, 

1  Matthew,  21,  a  college  junior.  To- 
her,  they  came  up  with  the  sniff  o' 
non  mailer. 

ITALTIES.  The  idea  for  Tnafresh  was 
iwned  when  Liberman  and  Davies 
1  mbled  on  the  cryogenic  fi-eezing  tech- 
ogy  in  1986.  A  heating  contractor 
y  knew  introduced  them  to  a  Brook- 
butcher  who  bought  beef  frozen 
,h  a  process  developed  by  Nissin 
aiTnet  Beef  of  Osaka,  Japan.  In  1988, 
;y  negotiated  an  exclusive  16-year 
rth  American  license  agi'eement  for 
technology.  While  Nissin  retains  ex- 
sive  rights  in  Japan  and  11  other  Pa- 
c  Rim  countries,  Trufresh  pays  a 
?d  fee  and  royalties  for  sublicenses 
iwhere.  This  year,  the  company  part- 
•ed  with  processing  plants  that 
icess  fish  in  Micronesia  and  Chile. 
The  company's  retail  failure  turned, 
Uy  enough,  on  freezers.  In  a  1993 
t  run  with  a  Quebec  supermarket 
tin,  it  found  that  the  rapid  defrost 
:le  of  conventional  retail  units  causes 
crystals  to  form  quickly  inside  the 
1,  transfoiTning  it  into  a  typical  frozen 
'cimen. 


Its  flash-freeze 
process  is  so 


sale,  compared  with  $2.60  a  pound  for 
fresh  salmon,  "it  works  out  veiy  well," 
says  Michael  Fischetti,  executive  chef 
at  the  Doubletree  Hotel  in  Pittsburgh. 
And,  says  Bill  Prachyl,  seafood  product 
manager  at  Sysco  in  Houston:  "You 
can't  tell  the  difference  between  their 
salmon  and  fresh."  In  fact,  in  December, 
when  the  Culinaiy  Institute  of  America 
tested  Trufresh  salmon  against  fresh- 
cut,  its  expert  tasters  couldn't 
tell  them  apart. 

That  may  be  attrib 
uted  to  what  goes  on 
at  Tr-ufresh's  pro- 
duction ai'm,  Maine 

frraised  1^  effective,  experts  say 
Z  th;r;;Mr:„  that  IVufresh  salmon 
Xckec,  frL       is  indistinguishable 

cleaned  and  processed  ■frnm  frPQll 
in  what  Maine  Freeze    ■L^'JAU  llCOll 

President  Peacock  calls  a 
"state-of-the-art  surgical"  packing  room. 
Boned  and  skinned  filets,  sealed  in  aii'- 
tight  plastic,  are  plimged  into  a  patented 
ciyogenic  brine  at  -40F,  and  they  freeze 
so  quickly  that,  unlike  conventional 
frozen  fish,  Ti'uft-esh  salmon  loses  very 
little  moisture.  (A  fresh  fish,  by  con- 
trast, may  be  out  of  the  water  foi'  more 
than  a  week  before  it  hits  the  plate.) 
In  the  last  two  years,  Trufresh  has 


ing  out  of  59  distribution  offices.  Sysco's 
people  receive  training  from  Trufresh's 
contract  sales  team,  along  with  direct- 
mail  marketing  support.  In  return, 
Sysco  is  the  exclusive  U.  S.  distributor 
for  Tinfresh. 

The  partnership  gives  Ti'ufresh  "big 
fish"  status  that  such  a  small  company 
could  scarcely  achieve  on  its  own.  Sysco, 
meanwhile,  is  looking  at  a  potentially 
huge  market.  According  to  the 


OM  MAINE:  Besides  salmon,  Trufresh  hooked  $1  million  in  sales  last  year 


Then,  in  1995,  the  company  landed  a 
itomer:  giant  Mairiott  International 
c.  The  already  cleaned  and  filleted 
ufresh  fish  appeals  to  institutional 
)d-service  operations  as  a  labor-saving, 
iste-reducing  product  that  poses  less 
.k  of  bacterial  contamination  than 
!sh  fish.  Even  at  $6  a  pound  whole- 


added  impressive  customers — fii'st  Club 
Corp.,  a  food-service  company  managing 
dining  rooms  at  236  piivate  clubs.  And 
Vandervoort  now  is  negotiating  a  deal 
with  a  U.  S.  airline.  But  the  biggest 
catch  yet  was  a  contract  made  with 
Sysco  in  November  Tinfi-esh  gained  ac- 
cess to  Sysco's  sales  force  of  5,000  work- 


Maine  Aquaculture  Assn.  (maa),  Amer- 
icans ate  nearly  109  million  pounds  of 
faiTn-raised  Atlantic  sabnon  m  1995,  and 
consumption  is  gi'owing  by  about  20% 
annually. 

To  date,  Tnafresh  and  its  parent  Win- 
terlab  Ltd.  have  gone  through  more 
than  $9  milhon  dollars.  Most  of  it  has 
come  from  the  two  real  estate  execu- 
tives, though  conventional  debt  financing 
and  a  handful  of  equity  investors  have 
also  played  a  part.  But  the  clock  is  tick- 
ing: The  Nissin  license  costs  a  flat  $1.5 
million  a  year,  and  Ti-ufresh's  goal  of 
capturing  5%  of  the  U.S.  market  for 
farm-raised  salmon  is  at  least  a  couple 
of  years  off. 

Vandervoort  and  Libennan  are  rely- 
ing on  the  low-cost  virtual  stiucture — a 
strategy  endorsed  by  knowledgeable  ob- 
sei-vers.  Thomas  M.  Compemolle,  a  food 
distribution  and  retailing  consultant  with 
Ernst  &  Young  LLP  in  Chicago,  says  a 
lean  organization  allows  companies  such 
as  Ti'uft'esh  to  focus  their  financial  and 
technological  resources  on  winning  prod- 
uct acceptance.  On  the  other  hand,  vir- 
tuality  also  poses  the  risk  of  limiting 
the  company's  growth,  says  Comper- 
nolle,  if  Tj-ufresh  ever  becomes  captive 
to  expensive  outsourcing  partners  or 
needs  an  in-house  sales  and  marketing 
team  to  penetrate  retail  markets. 

"Outsourcing  everything  that  is  not 
part  of  your  core  competency  is  some- 
thing people  have  been  talking  about 
for  years.  But  I  don't  know  of  anybody 
who  has  implemented  the  virtual  con- 
cept," says  Compernolle.  "Theoretical- 
ly it  can  be  done,  but  it  will  take  a  few 
guinea  pigs  to  see  if  it  can  happen."  Or 
a  few  brave  fish  swimming  upstream. 

By  Gregory  Sandler  in 
No'Hhampton,  Mass. 
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COMPAa 


HERE  Comes  A  Point  When  Every  Company  Has  To  Look 
Itself  In  The  Mirror  And  Say  One  Word:  Server. 


PCs  linked  together  no  longer  provide  the  resources  you  need  to  run  your  business.  Which  is  why  we're  introducing  the 
mpaq  ProSignia  200.  It  creates  a  robust  computing  environment  that  enables  you  to  share  information  and  resources  over  a 
work.  Even  as  you  connect  more  and  more  people  together — e-mail,  access  to  files  and  printing  take  mere  seconds,  making 


ir  employees  more  productive.  And  ycjur  business  more  competitive. 


How  much  would  you  spend  to  have  this?  How  about  the  price  of  a  desktop?  The  ProSignia  200  is  the  first  true  server 
igned  for  your  growing  business.  It  has  superior  pricerperformance,  industry-leading  manageabilitv  and  proven  integration. 


Managing  the  ProSignia  200  doesn't  demand  a  lot  of  time  or  people.  With  SmartStart  and  Insight  Manager,  configuration 


management  are  easy  and  always  under  control.  And  Compaq  offers  the  most  extensive  Pre-Failure 


rranty,  one  which  reduces  downtime  bv  replacing  key  components  when  performance  levels  dip.  If 


more  information  on  the  ProSignia  200,  call  your  local  Compaq  Authorized  Reseller  or  visit  us  at 

'w. Compaq. com.  The  ProSignia  200.  The  ser\er  for  successful  companies  in  their  formative  vears 

The  ProSignid  JOO 


a  a  (g)   1  1  I  I   O  1  l        b   ■  b   ^  -  ^  .....v^tiiv  <.>au'.iiiaii>..i 

)r)ll  LJ  rn  registered  trademarks  of  Compaq  Computer  Corporation.  The  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  and  the  Pentium  Processor  Logo  is  a  trademark  of  Intel  Corporation.  In  Canada, 

o  c  E  s  s  o  H         we  can  be  reached  at  1-800-567-1616, 
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CAN  YOU  FIND  SAFEH 
ON  THE  NET? 

Headbone,  a  maker  of  kids'  software,  is  betting  that  a  Web  site  v/ill  save  its  bacon 


The  tale  of  Head- 
bone  Interactive 
Inc.,  a  children's 
software  develop- 
er, has  the  makings  of  a 
gi-eat  adventure  game. 
Call  it  The  Startup 
Quest.  The  set:  a  fimky 
old  warehouse  in  Seat- 
tle. The  cast:  a  bunch  of 
hip  young  people  led  by 
a  mellow  female  fugitive 
from  coiporate  life.  Tliey 
create  cool  kid  charac- 
ters named  EIroy,  Syd, 
Iz,  and  Auggie.  Crisp, 
quu'ky  graphics  give  the 
softwai'e  an  edge.  Theii' 
CD-ROMs  win  rave  re- 
views and  a  bevy  of 
awards.  But  it  still  isn't 
enough  to  siu-vive  in  a 
super-satm-ated  market. 

For  Headbone,  this  is 
no  game.  Since  the  com- 
pany was  founded  by 
ex-Microsoftie  Susan 
Lammers   just  three 

years  ago,  the  market  CEO  LAMMERS:  Already  a  standout  i)i  a  crowded  market,  her  growing 
for  edutainment  cd-roms  Seattle  business  wants  to  sell  its  Elroy  cartoon  series  to  tv 
has  collapsed  under  the 


weight  of  too  many  titles.  With  heavy- 
weights like  Walt  Disney  and  Microsoft — 
plus  600  other  edutainment  publishers — 
all  vying  for  precious  shelf  space, 
exposure  is  everything:  The  top  ten  CD- 
ROM  titles  generate  90%  of  the 
revenue.  What  of  poor  Head- 


bone? It  has  less  than  1%  of  the  market, 
according  to  PC  Data,  its  Parents'  Choice 
and  software  excellence  awards  notwith- 
standing. It's  the  classic  small  businesses 
conundrum:  "I  knew  how  to  make  good 
pi'oducts,"  Lammers  admits  ruefully.  "I 
just  didn't  know  marketing." 

After  a  disappointing  Ckristmas  sea- 
son, Lammers  has  decided  to  all  but 
abandon  the  retail  market,  and  take  her 
cartoon  characters  to  the  Internet  and 
beyond.  It's  a  risky  move  by  the  38- 
year-old  entrepreneur  and  her  husband, 
Walter  Euyang,  who  seeded  and  nur- 
tui'ed  the  company  with  their  ovra  funds 


and  are  now  betting  their  ftiture  on  an 
unproven  medium.  But  at  least  the  Net 
offers  Headbone  an  affordable  way  to 
sti-ut  its  stuff.  "We  ai-e  leading  with  oiu" 
Internet  progi-amming  as  a  way  to  bmld 
ll^1-£PI^£1-  an  audience  for  our  charac- 
  ters,"  says  Lammers.  "The  In- 


ternet is  the  wedge  that  will  get  us 
into  other  media  like  tv." 
BARBIE  WATCH.  Certainly  there  is 
less  friction  getting  a  product  out 
on  the  Internet,  agTees  Pat- 
ti  Stonesifer,  former  head  J'^^ 
of  Microsoft's  Interactive      "  ■ 

Division  and  now  a   ^    ^  ? 

digital  consultant. 
But  to  really  sue-  *  Bk/,.^ 
ceed,  Stonesifer  says,  ^T"^ 
a  brand  or  character     »  » 
has    to    be    every-  x^-^ 
where — from  the  com-  ^ 
puter  screen  to  televi- 


mmm 
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sion  to  the  toy  shelve; 
just  like  Disney  an 
Barbie. 

For  Headbone,  th 
Net  is  the  most  affon 
able  place  to  start.  1 
get  people  to  its  We 
site,  it  partnered  vdt 
content-hungry  searc 
engines  that  receiv 
more  than  a  million  hit 
a  day.  First  Excite  fe; 
tured  Headbone  prom 
nently  on  its  horn 
page.  When  that  de 
ended.  Headbone  tume 
to  Yahoo!,  which  catei 
to  kids  with  Yahool: 
gans,  a  Web  page  fu 
of  games  and  news  link 
just  for  kids. 

The  partnership 
have  paid  off.  Since  it 
launch  in  mid-Januar 
more  than  10,000  peopl 
have  registered  to  pla 
Derby,  a  serial  cartoo: 
game  featuring  charac 
ters  Iz  and  Auggie  i 
galactic  adventures.  Th 
average  Headbone  visi 
measui'es  18  minutes,  an  eternity  in 
world  where  2  minutes  at  a  site  is  th 
average.  And  it's  definitely  more  attenl 
tion  than  Headbone  products  ever  re 
ceived  sitting  on  a  dusty  store  shelf. 

Lammers  always  believed  that  i 
consumers  just  got  a  taste  of  the  com 
pany's  zany  style,  they  would  buy  Head 
bone's  products.  The  Internet  provide 
an  opportunity  to  sample.  Since  thi 
launch  of  Derby,  sales  online- 
where  consumers  can  clicl 
and  order  CDs  fo 
$19.95  at  HeadI 
bone's  Web  site  „ 
have  increased  130^ 
Lammers  is  look 
ing  to  the  Interne 
for  more  than  just  ;! 
source  of  cheap  adverj 
tising.  Headbone's  sit 
showcase  the  com 


can 


AKING  YOUR  HOME  OFFICE  LOOK  MORE  PROFESSIONAL: 


Look  bigcjer  mth  strategkallv-positioned  Office  Dummies.  Amuse  yourself  bj  callinc] 
staff  meetings.  Bark  orders.  Send  them  out  for  jour  laundry.  It's  not  like  they'll  talk  back. 


A  Parking  Garage  Gate  reminds  your  clients  that  they're  entering  a  place 
of  business.  Besides,  think  of  the  goodwill  you'll  create  by  validating  their  parking  tickets. 


Use  Microprint  one.  The  versatile  paper  that  nvrks  like  a  jewel  injaxes,  copiers  and  printers. 
Now  you  don't  have  to  use  ten  kinds  of  paper,  fust  one.  The  one  you'll  feel  right  at  home  nith. 


Georgia-Pacific  Papers 

Microprint] 


one 


Any  machine... One  Paper.' 


Available  at  Staples' 
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pany's  creativity  and  build  a  sense  of 
community  with  online  games,  jokes, 
and  chats.  This  community  started 
building  two  years  ago,  when,  light 
years  ahead  of  most  other  kids'  soft- 
ware companies,  Headbone  created  a 
Web  page.  It  followed  up  with  an  elec- 
tronic newsletter,  and  eventually,  an  on- 
line store  for  Headbone  products. 

The  next  step  last  spring  was  a  pilot 
Internet  game  for  kids  aged  8  to  14.  The 
response  to  the  pilot  was  especially  pos- 
itive among  teachers  clamoring 
for  Intei'net  content  they  could 
use  in  the  classroom.  So  before 
launcliing  Derby,  Headbone  ad- 
vertised the  game  in  education 
joiuTials  across  the  coimtry.  Ex- 
cite's  extensive  database  was 
mined  to  send  a  mass  E-mail 
message  to  teachers  announc- 
ing Derby's  anival.  As  a  result 
of  this  marketing  effort,  close 
to  1,000  schools  had  classrooms 
of  students  playing  the  game. 
What  students  found  in  Derby 
was  a  funny  nairative  featur- 
ing Iz,  the  gii'l  I'ock  musician, 
and  Auggie,  her  robot  friend, 
who  could  only  escape  du'e  sit- 
uations when  players  suifed  the 
Net  for  answers  to  such  mind- 
numbing  questions  as  "What  is 
the  largest  canyon  on  Mars?" 

Schools  are  not  the  only  new 
market  Headbone  unearthed 
with  its  Internet  ventui'e.  With 
the  second  episode  of  Derby, 
Headbone  is  signing  deals  with 
on-Hne  newspapers  such  as  the 
Star  Tribune  in  Minneapolis, 
Minn,  (www.startribune.com). 
As  part  of  the  syndication 
aiTangement,  newspapers  must 
promote  Headbone  online  and 
in  })rint.  Eventually,  ad  rev- 
enues will  be  shared.  Head- 
bone is  also  looking  to 
hook  up  with  other  ma- 
jor advertising  sponsors 
for  its  Internet  games  and 
homepage. 

MARKET  NICHE.  While  the 
Internet  has  not  yet 
proven  to  be  a  direct 
generator  of  revenue,  it's 
still  the  place  to  be  for  software  com- 
panies, analysts  say.  "The  cd-rom  mar- 
ket is  bleak,"  says  Scott  W.  McAdams, 
software  analyst  at  Ragen  MacKenzie, 
an  investment  fu"m  in  Seattle.  "You  ei- 
ther ride  it  out  until  your  Internet  prod- 
uct is  successful  or  you  sell  out."  But  as 
McAdams  cautions,  there  is  not  a  whole 
lot  of  dealmaking  going  on  these  days. 


This  desperate  fight  for  market  share 
is  not  what  Lammers  expected  when 
she  launched  the  company  in  1993  with 
money  from  her  Microsoft  stock.  She 
and  her  husband  formed  Headbone  to 
create  a  sane  working  environment 
while  raising  their  two  young  sons.  The 
company  has  always  been  lean,  operat- 
ing with  a  minimal  staff  in  a  low-rent 
district  of  Seattle.  But  the  place  has 
atmosphere.  Couches  hei'e  and  there 
make  the  loft  feel  homev.  Children 


HEADBONE'S  MARCH  TO  MARKET 

FIRST  STEPS 


AlphaBonk  Farm  is 
released  to  rave  reviews 
in  1994,  a  year  after 
Susan  Lammers  launches 
company.  Lammers'  fami- 
ly spends  Christmas  ship- 
ping the  game;  it's  Head- 
bone's  only  means  of 
distribution. 

AN  ALLIANCE  WITH  SEGA 

Distribution  deal  signed 
with  Sega  in  March, 
1995.  Sales  don't  budge. 
Lammers  realizes  video 
games  and  software  are 
different  businesses. 

MARKETING  IMPROVES 

After  disappointing  1995 
holiday  season,  Lammers 
recruits  marketing  exper- 
tise, including  Disney 
executive  Mark  Bolger.  He 
promotes  software  titles 


with  contests,  giveaways, 
and  store  displays. 

BONDING  WITH  BRODERBUND 

When  Sega  contract 
expires  in  May,  1996, 
Headbone  allies  with 
Broderbund.  Edutainment 
publisher  has  brawn  to 
get  titles  onto  game 
shelves  at  Wal-Mart  and 
CompUSA. 

THE  LEAP  INTO  THE  NET 

Headbone  unveils  instant- 
ly popular  Internet  game, 
Derby,  based  on  its  char- 
acters. Targets  schools 
with  ads  in  education 
journals  and  mass  E-mail 
to  teachers.  Second  ver- 
sion syndicated  with  on- 
line newspapers  and  fea- 
tured on  Yahoo  kids'  page. 

RESULTS  SO  FAR 

Sales  are  up  by  100%. 


through  the 
open  spaces,  while 
Headbone  employees 
toil  away. 

It  would  have  been  the 
ideal  work  environment,  ex- 
cept that  marketing  has  been 
a  strnggle  since  day  one.  To  get  distri- 
bution for  its  products,  Headbone  fii-st 
turned  to  well-known  video  game  man- 
ufacturer Sega  Entei-prises  Inc.  But  the 
aUiance  was  a  mistake.  Sega  could  get 
Headbone  into  stores  such  as  Toys  'R' 
Us,  but  then  Headbone  products  would 
languish  next  to  glitzy,  proven  titles  like 
Mortal  Kombat. 


The  Sega  deal  made  Lammers  rea" 
she  needed  marketing  expertise.  So  s 
recniited  ;34-yeai-old  Mark  Bolger,  a  fo 
mer  Disney  manager  charged  with  cr 
ating  new  distribution  channels  for  ho' 
videos.  Last  year,  Headbone  relaunche 
three  existing  titles  and  released  fi^ 
new  ones.  The  compan 
then  undertook 
print   ad  ca' 
paign  in  ma 
azines  such 
Family  PC  an 
Home  Computin 
After    the  Se 
contract  expire 
last  May,  Hea 
bone  formed 
distribution  a 
hance  with  Bro 
erbund  Software  Inc.,  a  lea 
ing  edutainment  pubhsher  wit 
the  heft  to  compete  for  she 
space.  The  alliance  opene 
doors  with  wholesale  buye" 
like  CompUSA  and  Compute 
City,  and  Headbone's  sales  la 
year  rose  by  100%. 
WHERE'S    THE    MONEY?  B 
pushing  CD-ROMS  on  the  reta 
level  was  expensive.  So  La" 
mers  sought  the  aid  of  ventur 
capitalists  last  spring.  In  Ma: 
Headbone  scored  $4.2  milUo 
from  Bay  Partners  in  Cupert 
no,  Calif,  and  Applied  Techno 
ogy  Investors  in  Lexingto' 
Mass.  That  timely  infusion  i 
keeping  Headbone  ahve.  Bu 
not  surprisingly,  the  compan 
has  become  very  conservativ 
with  its  spending.  After  a  di 
appointing  Christmas  seaso" 
Headbone  stopped  developin 
new  cu  titles  and  started  concentra 
ing  on  its  Internet  strategy  and  the  d 
velopment  of  TV  pilots.  But  this  mov 
also  leaves  the  company  with  a  much-re 
duced  revenue  stream. 

Lammers  admits  that  pursuing  thi 
long-term  strategy  of  building  up  In 
ternet  advertising  and  developing  T 
pilots  for  kids'  cartoons  will  probabl; 
require  an  additional  round  of  financin] 
sometime  this  summer.  Applied  Tech 
nology  Investors  and  Bay  Partners  havi 
indicated  that  they  will  go  the  seconi 
round.  "We  invested  in  Headbone  be 
cause  the  characters  were  so  engaginj 
and  because  Lammers  was  a  strong  en 
trepreneur,"  says  Dempsey. 

So  the  game  isn't  over  for  the  SeattL 
staitup.  In  fact,  you  might  say  the  ques 
is  just  beginning. 

By  Seanna  Browder  in  Seattl 
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THE  PITFALLS 
OF  PLASTIC 

Credit  cards  can  save  a  small  business-or  sink  it 


it  started  slowly.  The  business  need- 
ed money — fast.  Bills  were  mount- 
ing. A  bank  loan  would  take  time 
and  be  a  hassle.  So  the  Portland 
(Ore.)  restaurateur  turned  to  his  credit 
cards  to  help  tide  him  over.  He  used 
one  card,  then  another,  then  an- 
other. Before  long,  he  piled  up 


business  have  made  card  borrowing  far 
more  alluring  in  recent  years.  Since 
1992,  cards  have  been  the  fastest  forni 
of  loan  growi^h  for  banks  and  have  re- 
turned at  least  50%  on  equity.  Last 
year,  2.7  billion  card  solicitations  were 
Q^gy  mailed,  compared  with  fewer  than 
'  billion  in  1992.  At  the  same  time. 


$95,000  on  15  different  personal  cards. 
Now  he  has  hit  bottom.  Unable  to  pay, 
he  faces  personal  banki-uptcy. 

His  story — related  through  his 
lawyer — illuminates  the  risks  of  what 
has  become  one  of  the  most  popular 
ways  to  finance  a  small  business. 
Quick  access  to  credit-card  bor- 
rowing can  help  a  business  get 
started  and  gi*ow.  But  bankruptcy 
lawyei's  and  judges  say  they  see 
it  also  coming  back  to  haunt  a 
gi'owing  number  of  small-business 
owners,  some  of  whom  wind  up  in 
court  with  multiple  cards — and 
debts  that  are  out  of  this  world. 
ALLURING.  For  many  cash-stai-ved 
small-business  owners,  the  need 
or  lure  is  just  too  gi'eat.  And  it's 
not  only  marginal  players.  Some 
23%  of  U.  S.  small  and  midsize 
businesses  finance  in  part  through 
credit  cards,  up  from  16%  in  1992, 
according  to  the  1996  survey  of 
such  companies  by  Arthur  An- 
dersen's Enterpi'ise  Group  and 
National  Small  Business  United. 
Another  recent  survey  by  Tam- 
pa market  researcher  Payment 
Systems  Inc.  found  that  12%  of 
companies  with  annual  sales  of 
$500,000  to  $10  million  financed 
operations  to  a  degree  with  personal 
cards,  while  40%  of  companies  with  less 
than  $500,000  in  sales  did. 

And  why  not?  Wringing  money  from 
a  bank  can  be  tough,  and  getting  fund- 
ing from  outside  investors  is  no  easier 
Cobbling  a  business  plan  is  expensive 
and  time-consuming,  and  investors  often 
demand  a  30%  return.  "It  makes  the 
rates  on  credit-card  financing  not  look  so 
bad,"  says  Nancy  C.  Peehloff,  director  of 
Arthur  Andersen's  Enterprise  Group. 

In  fact,  changes  in  the  credit-card 


1 

interest  rates  fell  steadily,  and  credit 
limits  soared.  One  aggressively  gi-ow- 
ing  issuer.  First  USA,  now  offers  $5,000 
to  $100,000  credit  limits  with  annual  in- 
terest rates  of  5.9%  for  the  first  six 
months  and  a  variable  12.9%  after  that. 


ness  is  a  sole  pi'oprietorsliip,  and  credi 
card  debt  gets  wrapped  into  a  person; 
bankruptcy.  In  others,  debt  on  person; 
cards  was  incmred  to  finance  a  compan 
that's  still  in  business. 

Of  course,  using  credit  cards  need 
lead  to  disaster.  Consider  late-life  e 
trepreneurs  Josephine   and  Jose 
Brashear,  who  in  1993  opened  The  On 
Off  CD  Shop,  a  CD  pubHshing  and  info 
mation  service  in  Minneapolis.  With 
salaries  for  almost  two  years  and 
track  record  for  bank  financing,  the 
maxed  out  five  cards  with  about  $35,0 
in  debt.  Monthly  payments  of  $1,0 
barely  covered  interest.  But  by  la 
year,  they  had  results  needed  to  obtai 
a  line  of  credit  from  Norwest  Ban 
This  year,  the  four-person  company  h 
paid  off  the  cards  and  expects  reven 
of  $340,000.  "It's  like  any  use  of  credi 
You  have  to  be  judicious,"  says  Josep 
Brashear.  "It's  an  expensive  fundin 
mechanism,  but  we  wouldn't  have  bee 
able  to  start  the  business  without  it 

The  danger  is  that  writing  your  o 


THE  PLASTIC  TRAP 

Experts  say  personal 
debt  masks  much 
business  borrowing 

AS  CARD  SOLICITATIONS  SOAR.. 
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SO  HAS  CREDIT-CARD  DEBT 


Add  more  cards,  and  the  amount  of 
credit  available  with  no  collateral  can 
get  pretty  staggering. 

How  many  small-business  owners  are 
getting  caught  in  the  plastic  trap?  That's 
hard  to  pinpoint,  but  many  experts  are 
convinced  that  the  overall  bankruptcy 
figures  mask  huge  losses  attributable 
to  small  business.  Personal  bankniptcy 
filings  are  at  an  all-time  high — 1.17  mil- 
lion last  year,  up  27%-  ft-om  1995 — while 
business  filings  have  remained  flat,  at 
around  53,000.  In  some  cases,  the  busi- 


ANALYSIS  OF  12  MAJOR  BANK 
HOLDING  COMPANIES  AND 
FOUR  MAJOR  MONOLINES 
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BILLIONS  OF  DOLLARS 
DATA  GERARD  KUUER  MAHISON  &  CO. 


credit  line  is  like  writing  yoiu-  own  druj 
prescription.  "You  don't  get  the  per 
spective  of  an  experienced  lender,"  sayi 
Ian  T.  Ball,  a  Minneapolis  bankiuptc^ 
lawyer  w^ho  specializes  in  small-busines: 
cases.  You  can  lose  sight  of  your  busi, 
ness  plan  while  low  monthly  payment 
make  it  seem  all  is  well. 

The  dangers  of  abusing  credit-can 
debt  are  many.  Even  more  plentiful 
though,  are  the  card  applications  thai 
land  in  the  mailbox  each  day.  i 
By  Dale  Kurschner  in  Minneapolis 
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We  knew  we  had  some  of  the 

most  innovative  furniture  designs 
ever  envisioned.  The  challenge 
was  getting  our  clients  to  see  it 
too.  That's  where  GTE  came  in 

with  their  World  Class  Network®. 

They'd  already  wired  some  local 
coffee  shops  with  fast  ISDN 
access.  So  when  they  put  us 
on  the  Web,  we  were  able  to 

share  our  latest  creations  over 
a  cup  of  French  Roast.  Now 

we're  not  only  in  the  business 
of  making  furniture,  we're  in 
the  business  of  moving  it. 


It's  Amazing  What 
We  Can  Do  Together 


f  his  f fee  CD  wtlF  litc^r^iise 


^1^^  1^^'    ^^^^        ^^fr   S  t 


(numb  en) '% 


^'  number) 


you 


(adjective) 


%%  s  lie  nil  iii;#'f:e 


time 


(verb) 


r  more  information  visit  us  at  www.symantec.com  CD  available  m  PC  format  only  Symantec  is  a  registered  trademark  and  ACTi.  WinFax  PRO,  Internet  FastFind,  LiveUpdale  and  Norton  AntiVirus  are  trademarks 


Just  imagine  what  the  real  stuff  can  do. 


Everyone  who  runs  a  small 
business  has  different  goals. 
You  just  need  some  time  to 
accomplish  them.  That's  why 
our  software  was  designed  to 
save  time.  So  you  can  do 
more  business. 

Let's  say  you  came  out  with 
a  new  product.  And  you  want 


to  let  the  world  know.  Well,  at 
least  potential  customers.  Just 
plug  in  the  information  and 
ACT!™  provides  you  with  your 
contacts'  names,  their  addresses, 
phone  numbers,  the  last  orders 
placed,  the  name  of  your 
prospect's  spouse  and  dog. 

You  could  then  fax  the 
details  to  your  sales  leads 


simultaneously  from  your 
computer  with  WinFax  PRO™ 
No  more  hours  printing, 
standing  at  the  fax  machine 


or  battling  pesky  paper  jams. 

As  for  the  Internet,  the 
million  dollar  question  remains: 
time  saver  or  black  hole?  But 
thanks  to  Internet  FastFind™ 
you  can  now  harness  several 
search  engines  at  once  without 
duplication.  Translation:  you 
can  find  stuff  on  the  Internet 
really  fast. 

Of  course,  you  won't  be 


Order  your 
free  trial  CD. 

Get  ACT!,  WinFax  PRO, 
Internet  FastFind 

and  Norton  Antivirus, 
free  for  30  days. 

Call  now 
for  your  trial  CD. 

1-800-835-6222 
ext.9NA14 


harnessing  anything  if  you 
have  a  computer  virus.  If 
someone  brings  in  an  infected 
floppy,  then  zap.  Meltdown. 
Fortunately,  Norton  AntiVirus™ 
detects  and  destroys  viruses 
and  repairs  infected  files. 

All  of  these  small  business 
solutions  include  LiveUpdate!" 


which  automatically  gives  you 
the  latest  software  updates. 
And  in  the  case  of  Norton 
Antivirus,  the  very  latest  virus 
definitions,  free  of  charge. 

You  see,  although  you  may 
have  filled  in  some  of  the  blanks 
differently,  Symantec's  small 
business  solutions  will  help 
everyone  have  time  to  do  more 


A. 


BULLETIN 

LIVE 
UPDATE 


business.  Check  out  our  CD 
that  allows  you  to  test  them 
in  your  own  work  environment. 

There's  no  to  waste. 

(  noun  ) 


SYMANTEC, 


ler  brand  names  or  trademarks  are  the  property  of  their  respective  owners.  ©1997  Symantec  Corporation  All  rights  reserved  In  Canada,  call  1-800-365-8641  In  Australia,  call  02-879-6577  In  Europe,  call  31-71-535- 
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IT'S  2000.  DO  YOU  KNOW 
WHERE  YOUR  DELIVERIES  ARE? 

The  millennium  bug  threatens  everyone's  computers.  Here's  how  to  immunize 


»IVIPUTERS 


On  Jan.  3,  2000,  Don  Houseman 
hopes  he'll  be  back  at  his  eight- 
person  sheet-metal-stamping  com- 
pany in  Watsonville,  Calif.,  doing 
business  as  usual.  But  fii"st,  he  says  with 
a  touch  of  gallows  humour,  he'll  have 
to  find  out  whether  "we're 
still  in  business"  at  all. 

There's  nothing  mystical 
about   Houseman's  con- 
cerns. What  wonies  him     -  ^ 
is  his  suppliers'  ability  to 
address  a  monstrous  com- 
puter problem:  the  so-called 
millennium  bug,  which  is  expect- 
ed to  weak  havoc  in  computer 
systems  ai'ound  the  world  when  the 
clock  strikes  midnight  on  Dec.  31. 

"We  order  materi- 
als on  a  daily  ba- 
sis, and  getting  them  on  time  is 
real  important  to  us,"  he  says. 
"If  theii'  computere  go  down,  we 
don't  get  oiu"  steel."  For  other 
businesses,  the  problem  might 
lie  within  their  own  machines 
rather  than  with  outsidei-s.'  But 
wherever  the  bug  may  lurk, 
fear  of  it  is  well-founded. 
MEGACRASH?  Simply  put,  the 
bug  refers  to  the  inability  of 
many  software  applications  to 
perform  calculations  correctly 
beyond  the  year  1999,  thanks  to 
a  practice  set  in  place  at  the 
dawn  of  the  computer  revolution. 
To  save  on  disk  space,  early  pro- 
grammers chose  to  leave  the  "19" 
off  yearly  dates,  never  dreaming 
their  programs  would  be  around  in 
20  years.  On  New  Year's  Day,  2000,  a 
lot  of  computers  and  software  will  tlunk 
it's  1900.  That  could  cause  them  to  lock 
up,  fail  altogether,  or  produce  wildly  im- 
predictable  results  such  as  notices  that 
payments  are  99  years  overdue  or  in- 
tei-est  calculations  that  run  a  century. 

Big  business  has  gotten  most  of  the 
media  attention  on  the  issue,  but  "small 
companies  in  particular  are  at  risk"  for 
bug-born  s:rief,  says  Ken  OrT,  a  Topeka 
(Kan.)  .spo'  iali?t  in  the  subject.  "Either 
their  suppliers  have  problems,  or  they 
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hired  their  brother-in-law  to  build  a 
database  and  have  been  ninning  it  for- 
ever, happy  as  clams.  They're  just  going 
to  wake  up  one  morning  and  find  that 
their  computers  won't  run." 

Most  experts  believe  that,  left  uncor- 
rected, the  bug  could  affect  90%  of  all 
computer  applications,  regai'dless  of  a 
company's  size.  Companies  selhng 
widgets  on  the  Web  could  find  cus- 
tomere  tiuTied  away  when  told  theii' 
credit  cards  are  invalid.  A  tape 


backup  of  the  most  recent  computer  fll( 
made  on  Jan.  3,  2000,  could  look  for  file 
dated  1900,  missing  files  o'eated  that  da 
Because  the  bug  also  lives  in  certain  d( 
vices  containing  embedded  chips,  elevi 
tors  and  bank  vaults  could  lock  up.  Eve 
farmers  aren't  exempt:  Certain  tractoi 
with  computeiTzed  electronics  won't  tur 
on  after  2000  if  the  problem  is  left  ui 
coiTected.  How  serious  an  effect  coul 
there  be  on  various  devices?  Peter 
Jager,  a  leading  year  2000  expert  wh 
has  testified  before  Congi-ess  on  the  bu 
issue  says,  "It  could  be  in  1%  of  embed 
ded  chips  or  99%  of  them.  We  sti 
don't  know."  According  to  Gartnej 
Group,  a  computer-industry  r( 
search  fii"m  in  Stamford 
Conn.,  as  many  as  30%  c 
all  bread-and-butter  con 
puter  applications  coul 
fail,  causing  10% 
all  businesses  to  g 
belly  up  due  to  los 
business,  stalle 
production,  or  law 
suits  from  angr; 
customers. 

The  risks  of  thi 
bug  are  spread  ur 
evenly,  however,  anl 
some  business  owri 
ers  feel  confident  theij 
operations  are  not  eri 
dangered.   John  Va:j 
Sickle,  who  runs  a  2C 
employee  company  sell 
ing  cheesecakes  throug! 
the  World  Wide  Web,  i 
nonchalant.   "Most  of  th 
dates  in  oui"  customer  databas 
already  have  the  19s  in  front, 
he  says.  "Even  if  we  did  i"un  int 
a  problem  we  could  probably  rei 
cover  quickly.  I  mean,  we're  no 
General  Motors." 
But  Van  Sickle  has  more  faith  ii 
his  vendors  than  folks  like  Housemar 
who  worries  that  his  suppliers  will  g' 
down,  leaving  him  stranded.  "The  onl; 
thing  I  can  do  is  to  have  inventory  O) 
hand,"  he  says. 

Companies  that  rely  on  new  version 


SEP-IRA  •  KEOGH  •  SIMPLE-IRA  •  401(k) 


YOUR  COMPANY  WILL  NEVER  OUTGROW 
A  FIDELITY  RETIREMENT  PLAN. 

You  won't  outgrow  yoiu-  plan  because  Fidelitv'  is  the  largest  provdder  of  retLfenient  plans  for  small, 
midsize  and  growing  companies.  We  have  the  plans  you  want,  the  help  you  need  to  choose  the 
right  plan,  and  a  broad  range  of  investment  alternatives  designed  to  meet  your  retu-ement  needs. 

Call  1-800-339-5703  for  more  information  and  a  free 
brochure.  And  learn  how  important  the  decision  you  make  FSticHty 
today  is  for  your  future.  ^ 

1-800-339-5703,  www.fidelity.com 

Fidelity  Distributors  Corporation.  I  nlelity  Brokerage  ServR■e^.  Inc.  Member  .WSL.  SIPC.  \\  orkplace  savings  relirenieiit  plans  provided 
l)v  Fideliiv  lnvestnlent^  iiisiitutiunal  Services  Company.  Inc.  82  De\onshire  St..  Boston.  .M:\  02109  .')i/2'l.'320.1)0  1 
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of  packaged  software  are  likely  to  face 
fewer  problems.  Nordic  Needle,  a  21- 
employee  knitweai"  company  in  Fargo, 
N.  D.,  keeps  critical  infoiTnation  about  its 
50,000  customers  in  an  off-the-shelf  ac- 
counting-software package  that  handles 
dates  beyond  2000.  "We're  pretty  confi- 
dent that  we're  going  to  get  off  scot- 
free,"  says  manager  Janet  Berg.  But 
companies  mnning  older  progi-am 
liable  to  have  more  problems.  How 
old  is  old?  Unfortunately,  that 
depends  on  the  specific  pro- 
gi-am,  making  it  impossible  to 
generalize.  In  most  cases,  an 
upgrade  will  take  care  of 
ghtches,  provided  the  vendor 
has  one  to  supply.  But  if  a 
company  neglects  to  upgi'ade 
its  1989  copy  of  Quicken  1.5 
and  it  goes  ka-thunk  in  200( 
it's  not  cleai"  who  vriH  be  Uable  for 
the  consequences,  says  de  Jager 
"That  will  be  decided  in  the 
comts." 

LOST   IN   THE   MAZE.   The  far 

gi'eater  risk  lies  with  older,  cus- 
tom-built database  programs, 
which  have  infonnational  jewels 
buiied  in  liistorical  data,  such  as 
dates  of  birth,  hiring,  eligibihty, 
and  ex]DU-ation.  At  Liberty  Bank,  a 
community  bank  in  Boulder  Creek, 
Calif.,  all  the  records  are  time- 
stamped  and  rtm  on  a  mainfi-ame 
operated  by  a  thii'd  paity.  Unless 
the  software  vendor  successfully 
combs  out  the  millions  of  lines  of 
computer  code,  Liberty  will  be  in 
trouble.  "We  won't  be  able  to  do 
business,  we'll  be  buried  in  com- 
plaints, and  we'll  have  the  federal 
regulators  on  us  in  no  time."  says 
chief  infoiTnation  officer  Tony  Ho. 
"There  would  be  no  way  to  mea- 
sui'e  the  damage." 

Fmng  database  progi'ams  wiit- 
ten  in  old  code  won't  be  cheap. 
The  going  rate  for  consultants  is 
now  .SI  per  line  of  code,  and  that 
price  is  rising  20'7f  to  oO^c  per  yeai",  ac- 
cording to  Gaitner  Group.  .Jennifer  Mc- 
Neill, president  of  Cipher  Systems,  of 
Calgaiy.  Alberta,  one  of  the  few  North 
American  companies  willing  to  help 
small  businesses  with  their  bug  prob- 
lems. offei*s  the  example  of  a  small  man- 
ufacturer with  a  10-year-old  database 
containing  700,000  lines  of  COBOL  code 
rtinning  on  a  midsize  computer  built  in 
the  1980s.  "I  told  them  it  would  cost 
8700,000  to  keep  then*  systems  running 
just  the  way  they  do  now.  They  looked 
at  me  like  I'm  crazy."  says  McNeill. 
"They  never  imagined  spending  that 
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much  on  a  computer  system.  Ever." 

So  what  can  companies  do  to  make 
sure  they're  not  bitten  by  the  bug? 
Start  now.  Because  they  have  fewer 
computer  systems  to  worn'  about,  small 
companies  have  a  better  chance  of  find- 
ing, fixing,  and  testing  eventhing  if  the 
work  is  begun  now.  The  longer  you 
wait,  the  more  it  wiU  cost. 

Assess  the  risk.  Companies  that  mn 
old  computers  and  software 
deal  with  a  lot  of  num- 
bers and  projections — in  fi- 


CATCH  THE  BUG 
WITH  THE  WEB 


Most  consultants  u  ho  uvrk 
on  year-2000  issues  accept 
only  large  clients.  Here's  where 
small  businesses  can  get  some  help. 

PETER  DE  JAGER'S  YEAR  2000  PAGE 

http://www.year2000.com  lists  dozens  of 
year-2000  consultants  and  offers  a  calendar  of 
relevant  conferences.  Also  available  are  articles, 
lists  of  user  groups,  and  answers  to  commonly 
asked  questions. 

THE  INFORMATION  TECHNOLOGY 
ASSOCIATION  OF  AMERICA 

httpy/www.itaa.org  provides  a  Year  2000  Buyers 
Guide  along  with  a  directory  of  vendors  special- 
izing in  bug  fixes.  An  "issues  and 
observations"  page  and  a  weekly  newsletter  are 
also  valuable  resources. 

UNISYS 

runs  a  Web  site  listing  year-2000  user  groups  at 
httpy/www.unisys.com/marketplace/year2000/ 
geninfo/usergrps.htm,  complete  with  their  loca- 
tions, phone  numbers,  and  related  sites. 

DIGITAL  CONSULTING'S  YEAR  2000  ISSUES 
AND  ANSWERS  CONFERENCE 
AND  EXPO  PAGE 

http://www.dciexpo.com/2000AD/  lists  industry 
conferences  focusing  on  year-2000  issues. 


nance  and  insurance,  for  instance — are 
apt  to  find  the  problem  more  pen'asive 
than  those  in.  say.  retail  clothing  sales 
or  gi^aphic  design.  But  regai'dless  of  the 
size  or  the  kind  of  business,  consultants 
are  recommending  that  companies  set 
priorities.  Life-or-death  systems — soft- 
ware that  handles  product  deliven,"  or 
cuts  checks  for  employees  and  suppli- 
ers— should  be  fixed  fii'st.  lest  a  compa- 
ny find  itself  facing  legal  or  operational 
problems.  Less  critical  systems  can  wait. 

Check  every^vhere.  How?  Simply  en- 
ter a  yeai'  date,  say  2021,  into  a  pro- 
gram like  Excel  or  Quicken  and  see 


what  happens.  If  it  comes  back  with  "ii 
valid  date,"  you  have  a  problem.  Yo 
can  do  the  same  with  youi*  vendors  an 
contractors.  Place  an  order  for  IVIarcl 
2002.  Did  it  go  through?  The  millenniuj 
bug  can  affect  everj-  computer  built  b(  V 
fore  mid- 1996,  fi'om  486  pes  to  large 
IBM  or  Digital  computei-s,  as  well  as  a  ^ 
kinds  of  other  de\ices.  On  a  pre-19£  ■ 
model  PC,  you'll  still  need  to  fix  the  con 
puter's  BIOS  (binaiy  input/output)  cliip- 
used  to  control  computers'  basic  fum 
tions — by  loading  \^indow-s  97.  manuall 
resetting  the  date  in  the  \\'indow 
control  panel,  or  asking  the  con 
puter's  manufacturer  for  a  sofi 
ware  patch.  If  one  isn't  availabl* 
or  the  company  has  stopped  mar 
ufactming  the  system,  you'll  prol 
ably  have  to  replace  the  compute 
None  of  this  is  an  issue  for  owi 
ers  of  Apple  computers. 

Wiile  it's  in:possible  to  identif  > 
eveiy  problem  computer  or  pre 
gi'am,  consultants  do  offer  a  fe\ 
guidelines.  If  youi'  PC  is  a  Per  e\ 
tium,  it  is  Mkely  to  handle  the  tiu- 
of  the  century  without  a  hitcl 
Macintosh  computers  can  handl  . 
dates  up  to  2019,  but  not  ever 
Mac  softwai'e  progi'am  is  immune 
Up-to-date  software  is  likely  t 
be  fine:  Microsoft  Excel  95  handle 
dates  to  2078;  Excel  97  and  Claiis  ' 
Works  4.0  can  handle  dates  up  t 
9999.  Softwai'e  that  the  vendor  i 
no  longer  shipping  should  defi 
nitely  be  tested,  but  even  wit 
softwai-e  still  being  mai'keted.  it' 
best  to  check  with  the  vendor  t' 
be  sui-e  it's  bug-free. 

Strong-arm     vendors.     Yoi  ^ 
should  get  in  touch  with  supplier  * 
to  find  out  when  then*  product  ; 
will  be  year-2000  ready — and  b  g 
make  sm-e  theii*  fixes  will  w-ork.  1 
a  supplier  can't  assiu-e  a  fix,  smai  ;  1 
businesses  may  take  the  hit.  T  \  ; 
avoid  that  eventuality,  make  ven  :  t 
dors  and  suppliers  sign  waiTant^  '| 
extensions  to  their  contracts  stating  tha  .^^ 
theii'  systems  can  handle  the  year-200(i'  too 
problem.  li 
Hedge  youi-  bets.  There  is  no  wa^l 
to  guarantee  that  every  bug  will  bif 
found  and  fixed  by  the  deadline.  S(' 
smart  companies  should  seek  legal  ad  j,.-, 
\ice  and  ask  then-  insiu'ance  broker  if     . . 
rider  is  available  to  cover  potential  loss 
es  and  liabilities.  Protecting  yoursel  s-; 
fi-om  the  bug  won't  be  easy.  Failing  t(| 
could  be  fatal. 

By  Bronwyn  Fryer  in  Santa  Cmzj 
Calif.,  with  Elaine  L.  Appleton  in  New 
bury  port.  Mass. 
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THERE'S  A  BIG  DIFFERENCE  BETWEEN 
CLARISWORKS  AND  OTHER  OFFICE  SUITES. 


CLARISWORKS  4.0  INTERNET  EDITION 
LONG  ON  PERFORMANCE.  LEAN  ON  MEMORY. 


Of  course  you  need 
a  software  suite 
that's  incredibly 
intuitive,  functional 
and  easy  to  use, 
but  you  certainly 
don't  want  one  that 
ho§s  a  huge  chunk 
of  your  hard  drive. 
Welcome  to  ClarisWorks"4.o  software 
for  Windows  95  or  Mac' OS:  a  complete 
office  productivity  suite  which  includes 
full-featured  word  processing,  database, 
spreadsheet,  graphics  and  presentation 
capabilities.  ClarisWorks  is  exceptionally 


All  the  Office 
you  need— and 
Internet  too: 


compact,  taking  less  than  one-hfth  the 
hard  disk  space  you  need  for  Microsoft 
Office  97.  Hardly  surprising  that  each 
component  also  runs  significantly  faster. 
You'll  be  able  to  move  along  faster,  too 
ClarisWorks  is  simple  to  install  and 
learn,  and  comes  complete  with  several 
"Assistants"  and  other  automated  features 
for  setting  up  documents  and  handling 
all  your  business  needs. 

Need  access  to  the  Internet"^  No 
problem.  ClarisWorks  Internet  Edition 
comes  with  software  that  makes  getting 
connected  a  snap,  plus  Netscape 
Navigator '  for  browsing  the  web  and 


even  Claris  Home  Page  software  that 
allows  you  to  create  your  own  web  pages 
without  wrestling  with  HTML  programming. 

Buy  ClarisWorks  and  you'll  see  why  it 
was  rated  higher  than  Microsoft  Office  for 
reliability,  value  and  overall  performance 
in  a  recent  Dataquest  survey.  It's  at  your 
local  reseller,  or  call  1-800-424-9733  ext. 
1435  to  order.  For  more  information  visit 
us  at  www.claris.com. 


CLARIS' 


Simply  powerful  software^ 


®  1997  Clans  Corporation  All  Rights  Reserved  ClarisWorks  is  a  registered  trademark  and  Claris  Home  Page  is  a  trademark  of  Claris  Corporation,  Mac  is  a  registered  trademark  of  Apple  Computer,  Inc 
Netscape  Navigator  is  a  trademark  of  Netscape  Communications  Corporation  All  other  trademarks  are  property  of  their  respective  owners 
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HOW  DO  YOU  HITCH  YOUR 
WAGON  TO  A  STAR?  CAREFULLY 

Having  a  giant  for  a  client  poses  huge  perils  as  well  as  opportunities 


1 


Jeff  Bleecker  and  his 
business  paitner,  Tony 
Hollars,  could  hard- 
ly believe  it  when 
Reebok  International  Ltd. 
called.  Innovations  in  Cy- 
cling, the  Tucson  company 
they  had  founded  a  year 
earlier,  had  netted  just 
$10,000  selling  Superflate,  a 
portable,  canned-air  tire 
pump  for  cyclists  which  Hol- 
lars had  invented.  Bleecker, 
28,  was  making  a  living  fi'om 
his  three  bicycle  stores, 
while  Hollars,  27,  bought 
and  sold  used  cars. 

Wliat  Reebok  wanted  was 
cool  technology  to  acces- 
sorize the  pump-up  sports 
shoe  it  had  released  a  year 
earlier.  At  that  point  in  1990, 
Innovations  was  just  two 
young  entrepreneurs  out- 
sourcing production.  "We 
were  gaga,"  Bleecker  says. 
"We  were  selhng  about  8,000 
a  year,  and  they  were  talking 
about  8,000  a  day." 
AWKWARD  AGE. "  This  is  the 
stuff  of  entrepreneurs' 
dreams — landing  the 
megadeal  with  an  ibm.  Sears, 
or  Sony.  But  gi'owth  spmts  ai"e 
as  awkward  in  commerce  as  in 
adolescence.  Reebok  took  more 
than  two  years  to  commit  to  the 
deal.  Then,  Bleecker  and  Hollars  foiuid 
themselves  in  a  scramble  to  learn  the 
manufacturing  process,  buy  equipment, 
find  and  train  staff,  and  dig  up  the  money 
STRATEGIES        pay  for  it  all.  In 

  1994,  Innovations 

raked  in  $3.5  million  from  the  Reebok 
conti-act  alone — 80%  of  its  sales  that  yeai: 
But  the  ne.xt  year,  Reebok  lost  intei-est, 
and  Innovations  pulled  thi-ough  only  by 
reacting  fast.  "There's  no  question  we 
made  a  lot  of  money,"  Bleecker  says,  look- 
ing back.  "But  it  could  have  been  a 
disaster." 

The  Big  Deal  poses  opportunity  and 
risk  in  almost  equal  measure.  When 


stretch  finances  too  fi 
\   and  be  caught  short 
cash.  Or  it  may  get 
caught  up  in  the  big  cliei 
that  it  neglects  others 
Michael  Gerber,  63,  hi 
a  close  call  in  the  mid-'8( 
when    his    Santa  Ros 
(Calif.)  training  compan 
E-Myt.h  Academy,  inked 
deal  with  a  large  compu 
er-sei-vices  finn.  In  his  ze. 
to  serve  the  client, 
stopped  minding  the  stori 
"I  wasn't  watching  th 
money,  the  sales  systen 
or  the  implementation 
services,"  he  admits.  Th 
company  almost  went  ui 
der.  Gerber  spent  the  pas 
decade  rebuilding  E-Myt]j 
and  he  has  this  advice  fc 
when  a  megaclient  ai 
pears:  "Instead  of  couni 
ing  your  blessings,  take 
deep,  cold,  hard  look  £ 
what  it  means." 

If  you've  got  the  ston 
ach  for  the  wild  ride,  a  bi 
partner  can  be  a  goo 
teacher.  Reebok  engineer 
and     advisers  showe 
Bleecker  and  Hollars  th 
ins  and  outs  oi'  manufactui 
ing,  quality  control,  an: 
management  techniques.  Bv 


WILD  RIDE:  Dazzled  by  the  Big  One, 
a  company  may  stretch  its  finances 
too  far  or  neglect  core  customers 


gi'owth  and  change  happen  at  breakneck 
speed,  systems  break  down,  relationships 
fray,  and  vision  can  become  blurred. 
"People  don't  go  in  with  theii'  eyes  open 
and  don't  play  out  the  worst-case  sce- 
nario," says  Vicki  Clift,  a  marketing  con- 
sultant and  small-business  owner  in  San- 
ta Maria,  Calif.  A  small  company  may 


the  lessons  often  have  to  come  with  mor 
than  good  counsel.  Bleecker  figui-ed  Ir 
novations  would  need  $500,000  to  set  u; 
production  for  Reebok,  but  no  commer 
cial  bank  in  Tucson  would  give  him 
loan.  "We  were  really  asking  for  ven 
ture  capital,  and  banks  just  don't  d 
that,"  says  Bleecker.  "But  we  didn't  wan 


,U  26   BUSINESS  WEEK  ENTERPRISE  /  APRIL  28,  1997 


EVEN  THE  BEST 


printers  come 


WIT 


PART 


missing 


A  printer  isn't  much  good  till  yon  put  the 
right  paper  into  it.  Paper  is  a  component  that 
affects  how  well  your  printer  actually  prints. 

If  the  paper  isn't  bright,  for  instance, 
yoiu-  colors  could  turn  out  dull.  And  if  your 
printouts  aren't  sharp,  it's  probably 
becau.se  your  paper  isn't  smooth  enough. 


Fortiuiately,  Hammermill's  paper  technology 
is  moving  as  fast  as  printer  techncilogy. 
Hammermill  gives  you  the  brightness  and 
smoothness  that  printers  need,  as  well  as 
special  papers  for  laser  and  ink-jet  printers. 

Think  of  Hammermill  paper  as  a 
compatible  part. 


For  free  .samples  and  infornmtion,call  l-HUO-242-2148  or  go  to  www.hammermillpaper.com  international(^paper 
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any  piuiner  \^-ho'd  want  an 
interest  in  the  company."  Fi- 
nally. Reebok  ofiered  an  ad- 
vance against  royalties. 

Indeed,  few  banks  are 
willing  to  fimd  rapid  expan- 
sion based  on  a  single  clients 
piu'chasing  plans.  "VCe  want 
to  be  siu-e  they  can  handle 
the  repercussions  and  that 
the  customer  will  continue." 
says  Sandy  Maltby.  execu- 
tive \ice-president  for  small- 
business  lending  at  Ke\"Coip. 

To  stand  a  fighting  chance 
\^ith  yotu"  bank,  it  pays  to 
develop  a  close  i-elationship. 
A  few  months  ago.  c-o^  In- 
fomiation  Senices  in  York. 
Pa.,  won  a  SI  milhon-plus 
contract  ■nith  Grove  ^^orld- 
wide.  a  maker  of  consn-uction 
cranes  and  forklifts.  to  cre- 
ate and  manage  a  global 
database  for  pans.  The 
S12  milhon  company 
needed  S300.000  to  '  ^ 
buy    file  sellers, 
scannei^s.  and  other  ^ 
equipment.  That  came 
as       -      nse  to  its 
ler.     _    ;:';eer.  because 
GGS  meets  with  the  baiiK 
quaiterly  and  had  ah-eady  discussed  the 
project.  ChJ?  got  its  loan. 
-WEIGHT  IN  GOLD."  During  a  1989 
gl•o^^^:h  spiut.  ggs  had  learned  a  few 
other  tricks  for  managing  fast  gi'ov^th. 
In  bidding  for  the  Grove  contract.  GO-s 
President  Paul  Kilker  factored  in  an 
extra  month,  then  began  recniiting  and 
working  ■«ith  subcontractors  right 
away.  "You  always  under- 
estimate   how    long  it 
takes."  he  says.  In  -Januaiy. 
trial  lam  of  the  system 
Grove  failed.  Luckilv. 


BLEECKER  AND  HOLLARS: 


ike  pump 


Innovations'  founders 
failed  to  prepare  for 


^enge.  Systems  that  worki 
r'jr  small  quantities  may 
v.  ork  for  lai-ger  ordei*s 
ing  is  tough  for  small  eoi 
panies  used  to  adding  jd 
one  or  two  new  worked 
When  Kilker  boosted  tl 
;<  staff  fi-om  75  to  100, 1 
needed  people  who  coid 
read  blueprints  and  wrij 
computer  progi-ams.  Unab 
to  find  enough  workei-s  wr 
adequate  skills,  he  paire 
experienced  people  wii 
inexperienced.  "We  wei 
really  training  on  the  flj 
:.c-  says. 

Sohing  one  problem  cs 
sometimes  create  anothe 
Increasing  staff  can  mes 
more  government  regulatio 
A  tiny  company  doesn't  ha\ 
to  wony  about  the  Amei 
c-ans  with  Disabilities  Act  < 
1990.  The  .\da  kicks  in  at  ] 
employees,  the  Family  ai 
Medical  Leave  Act  wht 
vom-  staff  numbei*s  50. 


I 


the  gap  left  when  their  :  ofcom^  j-^  when  you, 

'  finally  got  a  handle  on  war 


big  client  lost  interest 


Bleecker  says.  "^\'e  finally  told  them  we 
could  not  ship  unless  they  paid."  Reebok 
obUged.  Obsen  es  Pioger  Hanis.  an  ac- 
countant and  president  of  Padgen  Busi- 
ness Senices:  "Businesses  more  often 
go  under  because  they  ran  out  of  money 
than  because  they're  not  profitable." 

Even  when  money  isn't  the  prob- 
lem, rapid  growth  can  be  a  huge  chal- 


a 

for 

Grove  wasn't  expecting  the 
system  until  April.  "You 
may  have  to  pay  yoiu"  siip- 
phers  a  little  eaiiy."  Kilker 
notes.  "But  it's  woith  its 
weight  in  gold  when  the 
client  comes  and  says: 
■"^^1131?  It's  done  ah-eady ■?■" 
Of  cutu-se.  it's  tough  even 
to  pay  your  suppliers  on 
tin-ie  when  major  chents  de- 
lay parent — as  they  often 
do.  \Vr.~r>.  Reebok's  checks 
staited  :■  ^ming  late.  Innova- 
tioas  had  : :  sti-etch  out  pay  - 
ments to  i:s  own  vendoi's. 
"At  one  pcu.t.  they  owed  us 
half   a    miiiion  dollars." 


SURVIVING  SUCCESS 


For  a  maU  business,  landing  the  Big  Deal  is  an  fjccasionfor  caution. 

HKCK  O0T  TM  CUENT  Run  a  TRW  or  Dun  &  Bradstreet  on  the 
prospective  client.  Talk  to  other  vendors.  Do  they  pay  on  time?  Any 
lawsuits  gainst  them? 


THINK  STRATieiCALLY 

Does  :-e  zee  ' :  : 


v.a't  this  level  or  kind  of  growth? 

z-s  -ess? 


STAY  COOL  Dc' :  be  so  eager  to  hook  the  client  that  you  sell 

yourseif  sr.ori  on  time  or  profits. 

EXPECT  THE  WORST  Leave  a  financial  cushion  in  case  the  client 
oav-s  ate.  ti-'^ps  you,  or  goes  tankrupt.  Act  as  if  a  big  contract 
coLiia  var^isn  at  any  moment. 

KEEP  OLD  FRIEMDS  Dont  n^lect  your  other  customers  or  stop 
iooKing  *Dr  'r  '.  t'es.  You  may  need  them. 

6ET  THE  CLIEHTS  HELP  Ask  your  customer  to  chip  in  with  nxxiey. 

tecnnicai  or  other  support. 


peed  gix)wth.  there's  alwai 
the  chance  it  wiU  sa-eech  to 
halt.  In  1995.  orders  fi-o: 
Reebok  diied  up.  For  thi-ee  yeai"s.  tl 
two  enti*eprenem"s  had  been  so  distrac 
ed  by  theii-  big  client  that  they  had  n( 
glected  theii-  core  c-onstituencj".  "AH  tin 
money  was  gone,  and  we  weren't  on  oi 
feet."  admits  Bleecker.  They  refocus€ 
on  developing  new  bike-related  product 
And  then  they  got  lucky.  Rema  Hp  Tc 
Xoith  American  Inc..  the  big  name  i 
bicycle  tu-e  repaii*  kits,  a 
out  its  wholesalers  for  bi{ 
ger  mai-gins.  \\'ithin  week 
Innovations  put  togethe 
copycat  kits  with  tir 
patches  fi-om  Asia  an 
iazz^-  packaging  and  wei 
sti-aight  to  the  dismbutor 
That  nm-sed  sales  back  u; 
to  §2  miUion  last  year,  bi 
Innovations  owes  a  lot  t 
Rema's  gaffe.  "We  coul( 
have  gone  either  way, 
Bleecker  admits. 

As  anyone  who  has  bee; 
thi'ough  it  will  teU  you. 
takes  luck  to  sur%-ive  ) 
luck>-  break.  Before  the  bij 
deal  has  you  dancing  fo; 
joy.  be  sm-e  your  feet  art 
on  solid  gi-ound. 

By  Edith  Updih 
in  Xeu-  Yori 
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Back  up  your  business  % 

with  a  JpaVan  drive 
and  cartridges- 

Or  kiss  it  all 

goodbye- 


Tax  files.  Receivables.  Customer  names.  If  the  unthinkable  happens,  they're  history. 
*  I  Hang  on  to  it  With  simple,  reliable  Tra van™  backup  drives  and  cartridges,  available  wherever 
^^^^^ computers  are  sold.  Travan  products  are  easy  to  use  and  made  by  companies  you  know/ 
JKB^^  ^'^^  trust.  You  can  use  Travan  technology  to  protect  irreplaceable  data  on 
,^  individual  computers  or  small  office  networks  because  Travan  cartridges  come  in 
sizes  from  800  MB  to  8  GB.  And  now  the  Travan  quality  you've  known  from  3M  comes 
to  you  from  an  exciting  new  company,  Imation.  For  the  best  Travan  solution  to  meet  your  needs, 
see  www.imation.com  or  call  1-800-888-1889,  ext  6001 .  And  hurry.  You  never  know  when  youi;, 
computer's  going  to  take  an  unscheduled  vacation.  We're  thinking  whal;  yCNj'l^  thinkirfg... 


Travan  backup  system  supported  by 

SilUSSL  EXAB^ 


IMATION 

Borne  of  M  Innovation 


PACKARD    (^Seagate    4^  tecmar 


Travan,  Imation  and  the  Imation  logo  are  trademarks  of  Imation  Corp  All  other  trademarks  are  propenies  of  their  respective  companies.  ©  Imation  1997 


As  professionals  and  managers.  Business  Week  readers  face  tremendous  demands  on  their 
time.  Yet,  71%  of  them  find  the  time  to  read  every  issue,  every  week.  And  nearly  all  ot  them 
read  the  magazine  within  the  first  three  days  of  its  arrival. 

hi  return,  they  get  timely  news  and  intelligence  that  provide  real  solutions  to  the  challenges 
they  face,  plus  a  handsome  return  c^n  their  most  valuable  investment — their  time. 

Our  6.7  million  readers  consider  BusinessWeek  a  must  reaci. That's  why  many  advertisers 
consicier  it  sucli  an  intelligent  buy. 

Ft)r  information,  call  Bill  Kupper  at  (212)  512-6945,  or  e-mail  adsales@businessweek.com. 


Beyond  news.  Intelligence. 


Soiircis   I'lVfi  F  .11  MRI.  lUiMjiiss  Wfi'k  Adjusted  AikIkiicc.  Business  Week  Estim.ue  for  InternJtioii.il:  Business  Week  Snliscnber  Study. 
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At  Your  Service 


IS  THIS  WEEK'S  MODEL  MORE 
COMPUTER  THAN  YOU  NEED? 

Many  small  businesses  are  finding  used  and  refurbished  PCs  suit  them  just  fine 


Frederick  C.  Ford 
has  learned  his 
lesson:  He  won't 
buy  new  comput- 
ers. After  forking  over 
a  budget-breaking 
$6,000  eight  years  ago 
for  a  Compaq  portable 
machine  and  then  find- 
ing it  was  almost 
worthless  two  yeai-s  lat- 
er, he  is  buying  used 
and  refurbished  com- 
puters. "If  you  are  will- 
ing to  stay  just  behind 
the  cutting  edge,  you 
can  save  money,"  says 
Ford,  vice-president  for 
sales  at  Boston  broker- 
age Moors  &  Cabot  Inc. 

Ford  estimates  he 
has  saved  at  least  50% 
purchasing  technology 
that's  a  generation  or 
two  old,  and  he  still 
gets  the  performance 
he  needs  to  track 
clients'  portfolios.  About 
two  years  ago,  he 
bought  a  486  desktop  and  a  4S6  laptop 
PC  for  the  then-bargain  prices  of  $1,000 
and  $1,600,  respectively,  from  computer 
broker,  Boston  Computer  Exchange. 
This  year,  he  spent  just  $1,250  for  a  re- 
furbished Toshiba  Pentium  100  laptop, 
which  operates  Windows  95  and  con- 


to  woiry  about  capaj 
ty.  Navin-Chandra  su 
gests  that  the  technic 
ly  secure  buy  machinl 
just  behind  the  techn( 
ogy  cui've,  and  indee  '^^''J 
he  says,  many  sms 
businesses  can  get  l  "'''^ ' 
with  earlier  Pentiu 
models.  "Not  everyoi 
needs   to   run    Loti  ' 
Notes  and  Netscape  aj 
Microsoft  Word  all  ;  « st 
the  same  time." 

Joseph  C.  Pucciarel 
research  dii'ector  at  tl  '  ' 
Stamford  (Conn.)-bas<  ^i" 
Gartner   Group,   ca  1"^ 
tions,  though,  that  sa  M " 
five  tlii 

REFURB  MAN 

Riimersoii  founder 


gear  argue  that  most  small  businesses 
don't  care  about  peak  processing  speed 
or  the  latest  upgi'ade.  A  letter  can  be 
typed  as  well  on  a  $500  used  486  com- 
puter as  on  a  $2,000  Pentium.  Even 
more  sophisticated  functions — spread- 
sheets and  tax  programs — run  on  com- 


tams  a  cd-rom. 
DEEP  DISCOUNT.  The  down- 
ward spiral  of  computer  prices  yields 
gi'eat  buys  on  used  machines  and,  per- 
haps more  important  for  small  business, 
on  refui'bished  ones — nearly-new  com- 
puters often  recertified  and  sold  vdth 
original  manufactiu'er  waiTanties.  Boston 
Computer  Exchange  was  selling  a  Pen- 
tium 138  IBM  desktop  machine  with  a 
1.0-gigabit  hard  drive  and  16  megabytes 
of  HAM  for  about  $850  used  and  about 
$1,000  refiu-bished.  It  cost  about  $1,G00 
new  last  year  A  Pentium  100  Toshiba 
laptop  that  sold  for  about  $2,300  last 
year  now  costs  about  $1,250  refin-bished 
and  $1,050  used.  Those  who  sell  the 


COMPUTERS 


puters  a  generation  or  so  old. 
"These  486s  are  the  power 
we  need,"  says  Pat  T.  Worley,  president 
of  Mallory  Canvas  Products,  a  printing 
firm  in  Carthage,  Mo.,  who  recently 
bought  two  used  486  Compaqs. 

Experts  note  a  paradox  in  buying  old- 
er computers,  though.  "The  more  tech- 
nically advanced  the  buyer,  the  'ess  tech- 
nically advanced  the  computer  needs  to 
be,"  says  D.  Navin-Chandra,  a  former 
computer-science  professor  at  Carnegie 
Mellon  Univei'sity  in  Pittsbiu'gh  and  chief 
scientist  at  Nets  Inc.,  a  Cambridge 
(Mass.)  electronics  company.  Newer  com- 
puters tend  to  be  easier  to  use,  and  the 
latest  technology  means  you  don't  have 


0 
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Paul  Baum  sells 
a  major-name 
refurbished 
Pentium  133 
desktop  for  $1,000 

ing  a  few  bucks  on  hardware  can  costP 
company  money  in  training  and  open  IP' 
tions  later  when  it  upgrades — and  thatf — 
the  most  expensive  pait  of  owTiing  con 
puters.  A  486  that  will  only  run  Wii 
dows  3.1  might  be  cheap,  but  will  tHKdo;^ 
staff  need  reeducation  for  Windows  9  lost 
now  the  industiy  standard? 

"It's  a  bad  idea  to  buy  used  compu 
ers,"  PucciareUi  says.  "It  puts  a  sma' 
company  at  a  technical  disadvantage 
Tech  support  is  hai'der  to  get,  and  mar 
Internet  applications  demand  moi 
horsepower  than  older  machines  delive 

He  says  the  best  bet  for  a  compar 
that  needs  to  save  a  few  bucks  hes  witMskiy 
refurbished  machines — equipment  r*  as 
turned  to  dealers  in  the  first  30  to  £ 
days  either  for  repair  or  exchange.  If 
needed  hardware  repair,  he  suggest 
caution:  Once  a  computer  has  failed,  it 
more  likely  to  fail  again.  And  the  mor|o 
it's  handled,  the  higher  the  failure  rati 

One  solution  is  to  buy  a  machine  r< 


ENT  32  BUSINESS  WEEK  ENTERPRISE  /  APRIL  28,  1997 


FLEA-MARKET  MANIA 

20,000  people  check 
out  the  wares  at  this 
monthly  all-night 
sale  in  Dallas-a  good 


tified  by  the  manufactur- 
from  a  refurbishei"  that 
ivides  support.  Paul  L. 
im,  founder  of  Rumerson 
;hnologies  Inc.,  a  New 
sey  refurbisher  for  ma- 
manufacturere,  says  most 

urns  stem  simply  from  source  fOF  the  sawy 
nged  minds.  He  says  his  K,jYp|. 
-of-box  failm-e  rate  is  less  ^ 
n  3%  because  of  extensive  testing, 
chines  ai'e  recertified  with  the  original 
nufacturer  warranty  and  sold  with 
jinal  documents.  Although  more  ex- 
isive  than  used,  they  can  save  money, 
merson  sells  a  major-name  refui'bished 
itium  133  desktop  with  a  14-inch  mon- 
•  and  color  Inkjet  printer  for  about 
)0(),  compared  with  $1,850  new. 
rCHIVIAKERS,  TOO.  Dealers  abound  in 
i  market.  Refurbished  machines  are 
1  through  mail-order  catalogs,  com- 
,er-refurbishing  companies  such  as 
merson  (www.rticorp.com),  and  a  few 
nufacturers  such  as  Dell  Computer 
•p.  Brokers  such  as  Boston  Computer 


Exchange  (www.bocoex.com) 
and  Atlanta-based  American 
Computer  Exchange 
(www.amcoex.com),  sell 
both  used  and  refurbished 
equipment  and  match  buy- 
ers  and    sellers.  Retail 
stores  are  another  source. 
Franchise  outlets,  such  as 
MinneapoUs-based  Comput- 
er Renaissance,  even  have  their  own 
service  departments.  Flea  markets — 
such  as  a  monthly  all-night  sale  in  Dal- 
las that  attracts  20,000  people — can  be 
a  good  place  for  savvy  buyers  to  shop. 

The  used-equipment  business  is  de- 
veloping into  a  sophisticated  mai'ketplace, 
says  Alister  C.  Miller,  owner  of  the  Dal- 
las flea  market.  And  many  dealers  are 
tai'geting  small  business  as  a  logical  mar- 
ket for  trade-ins  from  big  coiporations. 
That's  probably  good  news  for  small  busi- 
ness. With  technology  moving  ahead  at 
warp  speed,  a  seat  on  the  leading  edge 
may  not  be  worth  the  ticket. 

By  Janin  Friend  in  Dallas 


WHEN  BUYING  USED  COMPUTERS . . . 

••  Know  what  kind  of  programs  you  want  to  run  and  what  functions  are 
lost  important.  For  example,  running  complicated  financial  spreadsheets 
r  getting  fast  access  to  the  Internet  require  different  capabilities. 

•■  Don't  buy  a  486  unless  cost  is  absolutely  critical.  It  won't  be  able  to 
upport  the  latest  software.  Go  for  the  75,  100,  120,  or  133  Pentiums  or 
jst  about  any  Pentium  laptop. 

►  Make  sure  you  have  enough  disk  space  and  memory — at  least  an  810- 
legabyte  disk  and  16  MB  of  RAM. 

Ask  whether  the  computer  comes  with  an  operating  system.  Make  sure  it 
as  Windows  95  loaded  and  configured. 

Ask  whether  manuals  will  be  provided  or  can  be  obtained  for  the 
omputer,  and  determine  what  kind  of  service  is  available  after  purchase. 

■■  Check  the  warranty.  Warranties  on  used  computers  can  range  from  2  to 
0  days.  On  refurbished  computers,  the  warranty  can  be  one  year  or  more — 
ie  same  as  for  a  new  computer. 


If  you  think  the  buildings 
are  bie  in  New  York... 


Wait  until  you  see  the  size 
of  a  Manhattan  East  suite. 


At  Manhattan  East  Suite  Hotels, 
you'll  experience  one  of  New 
York's  greatest  luxuries.  Space. 
You'll  stay  in  an  apartment-sized 
suite  with  room  to  relax,  a  kitchen 
and  the  full  service  and  business 
amenities  you  expect -all  for  the 
price  of  an  ordinary  hotel  room. 
And  with  nine  hotels  to  choose 
from,  you're  sure  to  find  one 
close  to  where  you  want  to  be. 

For  reservations  or  a  brochure, 
call  your  travel  agent  or 
1-800-994-3286. 

NINE    DISII\LTIVE  LOCATIONS 

Manhattan 
#  East  Suite 
Hotels 

Get  the  better  of  New  York. ' 

©  Manhattan  East  Suite  Hotels 
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AppBcations 


MiciosoK  Office 


— j  SlaitUp 


^  Microsoft  E>:cel 
B   ^  Microsoft  Outlook 
Microsoft  Publisher 
Internet  Explorer 
Auliomap  Streets  Plus 
Small  Business  Financial  Manager 


]  m 'anting to  ccnfireiyoaicfci  hii 

pcsesibk — flad  •«  're  c 

Yov  sbo^  also  k:)ow  (hal  w  )i* 
Tt ports  hsv»  brrjg^ttc  hdtf  :|t 


House  Special  Blend 
Kenyan  Blend 
Costa  Rican  Blend 
Decaf  French  Roasi 


1499,1 38 .J  h 
$399 ,031 .(  ^ 
|288,392.£ 
$359.090.( 


Microsoft  Office  97 

knows  where 

(Also,  where  you're  going,  how  to  get  there,  what ; 


ale: 
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tliee 

i  CfOSO 

snase 


S1997  Microsoft  Corporation  All  rights  reserved. 

Microsoft.  Automap  and  Where  Oo  you  want  to  go  today"^  are  registered  trademarks  and  Outlook  is  a  trademark  of  Microsoft  Corporation. 
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u're  coming  from. 

ales  are  and  how  to  spell  ''rhythm.") 

jr  new  Microsoft  Office  97  Small  Business  Edition  is  based  on  thousands  of  hours  of  interviews  with  small 
jsiness  owners;  we  heard  all  about  the  wide  variety  of  tasks  you  have  to  do  in  a  day— from  the  mundane 
the  extraordinary— and  this  is  the  software  we  assembled  to  help  you.  It  starts  with  the  new  releases  of 
icrosoft  Excel  97  and  Word  97,  and  adds  a  few  other  indispensable  applications.  Small  Business  Financial 
anager.  for  example,  turns  raw  numbers  into  insightful  information  that  can  help  turn  a  cash  trickle  into  a 
)sh  flow.  Publisher  97  will  help  you  create  professional-looking  brochures,  business  cards,  labels,  even  Web 
tes.  Microsoft  Internet  Explorer  3.0  helps  you  browse  the  Internet,  access  all  kinds  of  business  resources, 
um  up  new  contacts  and  re-establish  old  ones.  When  you  want  to  contact  your  contacts  in  person,  Automap'^^ 
:reets  Plus  will  give  you  a  detailed  map  of  how  to  get  there.  Finally,  Outlook  97  '  information  manager 

ganizes  your  e-mail,  your  schedule,  your  connections— basically,  your  life.  With  Microsoft  Office  97  Small 
jsiness  Edition  taking  care  of  all  your  busy  work,  you  concentrate  on  other  things— like  making  your  small 
jsiness  into  a  larger  one.  For  a  more  thorough  tour  of  Microsoft  Office  97  Small  Business  Edition,  just  visit 
jr  Web  site  at  www.microsoft.com/office/sbe/'. 


Where  do  you  want  to  go  today?"  www.microsoft.com/office/sbe/ 
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My  Company 


BY  KEVIN  KELLY 

ONE  BYTE 
AT  A  TIME 


A  roll-your-own  network  is  a  perilous  project, 
but  it  saves  big  bucks-and  even  rouses  the  ranks 

It  isn't  every  day  I  blast  The  Cranberries'  song  Zom- 
bie from  my  computer's  CD  player.  But  today  we  inau- 
gurate our  local-area  network,  and  a  carnival  atmos- 
phere fills  the  office.  Co-workers  gather  around  each 
other's  desks,  mai-veling  at  the  miracles  wrought  by 
word  processing.  For  decades,  the  clerical  workers  la- 
bored over  typewriters.  The  bookkeepers  can't  believe 
how  much  easier  Excel  looks  compared  with  the  old 
spreadsheet  program.  And  these  computers 
are  so  much  faster  and  better-looking, 
I  keep  hearing,  than  the  five-year- 
old  models  they're  replacing. 

This  enthusiasm  quickly  spills 
over  into  action.  Staffers  tyj^e  up 
their  own  letters,  freeing  customer 
service  people  to  handle  more 
calls.  Our  plant  engineer  hatches  a 
plan  to  use  E-mail  to  buy  replace- 
ment parts  from  suppliers  that  post 
catalogs  on  the  Web.  That  will 
reduce  order  errors,  since  we'll 
get  to  see  more  of  the  parts  be- 
fore we  purchase  them. 

I'm  grateful  for  the  good  be- 
ginning. At  our  family  business. 
Emerald  Packaging  Inc.,  a  33- 
year-old  plastic-bag  maker,  we 
had  mulled  over  a  local-area 
network  for  three  years.  The  idea 
was  to  save  clerical  time,  feed  sales, 
costing,  and  production  information  into  all  parts  of  the 
company  in  real  time,  and  create  new  efficiencies — all 
the  things  computer  networks  are  supposed  to  do.  My 
sister,  Maura,  who  initially  spearheaded  the  project, 
backed  off  in  1995,  ftustrated  that  she  couldn't  find  the 
right  software  package.  When  I  joined  the  company  a 
year  ago,  she  dumped  her  project  files  on  my  desk. 
EASY  PACE.  I  took  the  challenge.  But  since  a  Uttle  bit  of 
knowledge  can  be  dangerous,  my  first  step  was  to  find  a 
good  consultant.  I  tracked  down  a  friend  who  worked 
for  a  large  software  fii'm,  but  the  rapid  timetable  he  pro- 
posed was  certain  to  ovei-whelm  non-techies.  I  called  big 
consulting  firm  contacts — too  expensive.  I  settled  on 
Tom  Li,  a  local  consultant  who  had  helped  us  keep  our 
ancient  PCs  working  for  the  past  three  years. 

Good  choice.  Tom  understands  our  company,  knows  a 
lot  about  technology,  and  hasn't  pushed  the  project 
faster  than  we've  been  wilhng  to  go.  He  spent  months. 


for  instance,  helping  me  decide  what  kind 
of  server  we  needed.  One  consultant  had 
suggested  we'd  have  to  spend  at  least 
$15,000  for  a  high-end  Hewlett-Packard 
server  Tom  helped  me  figure  out  that  a 
midrange  Compaq  Computer  model  would 
do  the  trick  for  only  $6,600.  And  we  can 
afford  him:  He  charges  $150  per  hour  vs. 
$250-plus  at,  say,  Anderson  Consulting. 

But  cracking  the  software  conundrum 
hasn't  been  any  easier  for  me  than  it  was 
for  Maura.  Unfortunately,  there  is  only 
one  package  wi'itten  for  companies  in  our 
business.  We  could  have  it  for  $110,000, 
no  less.  That's  a  staggering  amount  when 
you  consider  the  typical  software  package  for  manufac- 
turers our  size  costs  around  $30,000. 

Even  so,  Tom  and  I  gave  the  software  serious  consid- 
eration. It  provided  everything  we  wanted — pricing,  job 
costing,  inventory  control,  shop  floor  data  collection,  and 
the  full  suite  of  accounting  modules.  Unlike  off-the-shelf 
products,  it  did  so  using  industry-specific  language. 
Worse  yet,  Tom  and  I  concluded,  we  would  have  to  cus- 
tomize any  other  package  so  severely  that  future  up- 
grades would  erase  our  modifications. 

But  $110,000  just  seemed  too  steep.  So 
about  three  months  ago,  Tom  and  I  de- 
termined to  go  it  alone.  We  decided  to 
buy  the  accounting  modules  and  invento- 
ry system  off  the  shelf  but  create  our 
own  job  costing,  sales  order,  pricing,  and 
shop-floor  progi'ams.  We  have  budgeted 
$35,000  toward  the  project  and  hope  to 
have  it  done  by  mid-1997. 

So  far,  we  don't  have  much  to  show. 
Fear  of  acting  before  we  know  exactly 
what  we  want  to  measure  has  slowed 
us  down.  But  I  think  we  have  broad- 
ened our  chances  of  success  by  seeking 
input  from  as  many  sources  as  possible. 
We've  corralled  line  workers  to  aid  in 
setting  up  the  shop-floor  reporting  sys- 
tem. That's  helping  us  figure  out  what 
we  should  measure  and  how  the  screens 
should  look  so  they're  user-friendly.  So  far, 
we've  mapped  out  the  graphics  on  storyboards,  which 
are  on  a  table  in  the  conference  room,  where  anyone  can 
go  and  attach  yellow  Post-It  notes  about  cutting  or 
adding  fields. 

Buying  the  hardware  before  we  have  the  software 
may  seem  like  putting  the  cart  before  the  horse.  But 
many  of  our  officers  don't  have  much  computer  savvy,  so 
this  way  they'll  have  time  to  get  comfortable  using  the 
spreadsheet,  word  processing,  and  E-mail  programs. 
And  since  we're  looking  to  hook  14  computers  together, 
building  a  local-area  network  seems  like  a  no-brainer 
The  enthusiasm  and  ideas  generated  by  the  mere  pres- 
ence of  the  new  machines  has  convinced  me  that  while 
computerizing  may  not  be  easy,  it  will  probably  prove  to 
be  one  of  our  safest  investments  yet. 

Kevin  Kelly,  a  former  business  week  tmiter,  is  an 
officer  at  Emerald  Packaging  in  Union  City,  Calif. 
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■  proud  as  we  are  of  our  software,  we  have  to  admit  you  can't  do  much  without  a 
indows-based  PC  to  run  it  on.  So,  our      i!'  '  ^  i=  in  -     "   ;        includes  links  to  a 
imber  of  leading  PC  manufacturers,  all  of  whom  offer  vstoms  built  to 

eet  the  needs  of  small  business^     all  of  which  feature  a  variety  of  Microsoft 
isiness  software  pre-installed.  You  can  find  the  configuration  that's  right  for  you 
along  with  articles  and  advice  to  help  you  decide— by  visiting  us  at 
/vw.m  icrosoft.com/smallbiz/Wmc  /. 


lere  do  you  want  to  go  today?  www.microsoft.com/smallbiz/WindowsPCs/ 


Microsoft 
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m 

Microsoft 
Windows  95 


/  ctxintlconi/smallbiz 
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nisjump.htm 


DURACOM 


www.duracom.com 


GatewotTooo 


www.gw2k.com/products/ 
ms-smallbiz.htm 


mHiM  PACKARD 

www.hp.coni/go/smallbiz 


|v>iic:RaN 

Ai.mei.micron.com/sales/ 
sales. htm#smal!biz 


Midwest 
Micro 

www.mwmicro.com/sales/ 
smallbiz2.htm 


NEC 

www.nec.com/desktop/office.htm 


^  Texas 

iNSTRUMENTS 

www.ti.com/notebook/docs/ 
smallbiz.htm 
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In  January,  Seattle-based 
general  contractor  Steve 
Cramer  had  a  lovely 
break  from  the  Pacific 
Northwest's  winter  floods. 
He  and  his  wife  Celia,  vice- 
president  of  Steven  D. 
Cramer  &  Associates  Inc., 
spent  a  few  days  in  Las  Ve- 
gas. They  stayed  at  the  MGM 
Grand  Hotel,  saw  Bette 
Midler  and  the  Four  Tops, 
and  played  a  little  blackjack. 
Because  the  two  were  also 
checking  out  home-enter- 
tainment systems,  which  the 
company  installs,  at  a  con- 
sumer-electronics show, 
most  of  the  trip  was  tax- 
deductible. 

The  travel,  entertain- 
ment, and  meal  expenses 
taken  by  the  Cramers  are 
well-known  perks  of  owning 
a  business.  They're  nice,  but 
they're  not  the  only  way  to 
have  fim  on  Uncle  Sam's 
dime.  With  a  little  imagina- 
tion and  some  careful  plan- 
ning, you  can  deduct  a  lot 
more.  How  about  writing  off 
some  Cuban  cigars?  A 
NASCAR  team?  A  country 
club  membership?  And  what 
better  time  than  now,  with 
the  pain  of  tax  season  over, 
to  think  about  tax- 
deductible  pleasure? 
TOO  CAREFUL?   Just  be- 
cause it's  a  tax  deduction 
doesn't  mean  you  can't  en- 
joy it,"  says  Denver  accoun- 
tant James  Vonachen. 
Rather  than  abusing  oppor- 
tunities, "most  people  are 
more  conservative  than  they 
need  to  be,"  says  Roiy 
Deutsch,  a  tax-law  partner 
at  Roberts,  Sheridan  & 
Kotel  in  New  York. 

The  i-ule  of  thumb  is  the 
commonsense  notion  that  a 
deduction  must  be  dii'ectly 
related  to  a  legitimate  busi- 
ness pui"}30se.  Sound  simple? 
Consider  some  deductions 
the  U.  S.  Tax  Couil  has  ap- 
proved through  the  years.  In 
1954,  the  ovraers  of  a  Penn- 
sylvania daily  faiTn  prevailed 
in  writing  off  an  African  sa- 


DOWNTIME 


Letting  Uncle  Sam 
Pick  Up  the  Tab 


lIGOUilTili 


fari  as  a  publicity  stunt — but 
only  after  proving  that  the 
board  of  directors  had 
weighed  the  potential  bene- 
fits of  the  trip.  In  1983,  the 
owner  of  a  Wisconsin  slaugh- 
terhouse, who  wi'ote  off 
sponsorship  of  a  local-cox-uit 
race  car,  beat  the  Internal 
Revenue  Service  by  proving 
that  his  famier-chents  saw 
the  company's  name  on  the 
vehicle.  Another  racing  afi- 
cionado was  NASCAR  fan  Paul 
S.  Dwyer,  a  Colorado  real 
estate  developer.  He  set  up  a 
separate  company  for  racing. 
The  IRS  disallowed  it,  insist- 
ing it  was  a  hobby.  But  in 


1991,  the  Tax  Court,  noting, 
among  other  factors,  that 
Dwyer  quit  driving  after  two 
winless  years,  disagreed. 

So  it's  not  so  simple  after 
all.  Obviously,  thinking  big 
means  making  sm'e  your 
claim  is  backed  by  the  prop- 
er papeiwork.  One  New 
York  law  firm,  for  instance, 
rents  an  upstate  getaway 
during  ski  season.  The  finn 
invites  clients  (no  spouses) 
for  work-play  weekends  and 
WTites  off  the  cost.  The  law- 
yers make  sure  dated  com- 
13uter  and  fax  documents 
prove  woi'k  got  done — even 
if  it  was  between  ski  runs. 


For  all  tax  deductions — 
and  particularly  the  more  r 
teresting  ones — documenta- 
tion is  cinacial,  says  Beman 
Kent,  a  cpa  at  Coopers  & 
Lybrand.  Wlien  entertainin 
cHents,  he  advises  keeping 
log  of  whom  you  took  out 
and  what  business  was  dis- 
cussed. With  more  exotic  d 
ductions  it's  best  to  keep 
records  of  internal  compam 
discussions,  too. 
RED  FLAGS.  Cleaiiy,  inven- 
tive deducting  does  increas 
the  odds  of  an  audit — and 
defending  a  deduction  can 
be  more  expensive  than  ju 
paying  up.  But  what  really 
raises  red  flags  at  the  iRS 
proportion.  Deductions  too 
high  for  adjusted  gi'oss  in- 
come will  automatically  kic 
out  your  return  for  i-eview. 
(The  IRS  is  secretive  about 
the  magic  percentage,  but 
accountants  figure  it's 
around  35%  to  40%.) 

Some  deductible  pleasure 
fly  under  the  iRS's  radar 
completely.  It's  no  secret 
that  up  to  $25  in  freebies 
per  employee  are  deductibk 
as  de  nii}U)nns  benefits — nc 
receipts  requii'ed.  But  did 
you  think,  as  one  Manhatta: 
law  fiiTO  did,  to  use  that  pr( 
vision  to  write  off  cigars  th; 
hapj)ened  to  be  fi'om  Cuba? 
More  substantial  in-office 
items  might  include  TVs  and 
video  and  stereo  equipment 
What  the  iRS  may  eventual 
want  to  loiow  is  how  they 
improved  yom-  ability  to  coi 
duct  business. 

As  Tax  Comt  cases  show 
what  may  appeal'  to  be  a 
wild  scheme  to  some — and  t 
the  IRS — often  passes  judieii 
muster.  Unfortunately, 
though,  precedent  is  no  sur( 
fire  guide,  since  com!  deci- 
sions are  based  naiTowiy  on 
the  facts  of  each  case.  But 
one  point  is  clear:  There's  ol 
ten  no  law  against  mixing 
business  and  pleasui'e. 

By  Edith  Updike  in  Neu 
York,  ivifh  StiiaH  Weiss  in 
Poiiknid,  Ore. 


iER:  Deducting  over  35%  to  40%  of  adjusted  gross 
income  may  trigger  an  audit 
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U.P.S.  to  Raise 
Fees  Up  to  4.3% 

I  ATLANTA,  Jan.  2  (AP)  - 
I  United  Parcel  Serrice  said 
today  that  it  would  raise  fees 
about  3.9  percent  for  air  service 
and  as  much  as  4.3  percent  for 
[  ground  deliveries  as  of  Feb.  1 
The  shipper  said  higher  labor  and 
fuel  costs  were  behind  the  move 

Federal  Express,  U.P.S.'s  mam 
competitor,  plans  to  add  a  2 
percent  surchaige  b«^inning  Feb 
3  to  cover  increased  fiiel  costs. 
Airborne  Express  and  DHL 
Worldwide  Express  have  said 
they  are  also  considering 
increases. 

UJ>.S.  said  overnight,  second- 
day  and  three-day  domestic  air 
service  would  increase  about  3  9 
percent  for  both  business  and 
residential  customers.  Increases 
for  ground  shipments  would 
average  3.4  percent  for  business 
and  4.3  percent  for  residential 
customers. 


You  just  got  a  raise  you  didn't  want. 
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Is  the 
new  SIMPLE  Plan 
right  for  you? 


T.  Rows  Price  can  help  you  find 
out.  If  you  own  a  business  with  iOO  or 
fewer  employees  and  are  in  the  market 
for  a  retirement  plan,  you  should 
carefully  consider  this  new  option. 

The  SIMPLE  IRA  is  a  new  retirement 
plan  designed  specifically  for  small 
businesses.  It's  like  a  401  (k)  in  that 
both  you  and  your  employees 
contribute  to  the  plan.  The  difference 
is  that  the  SIMPLE  IRA  is  much  easier 
to  set  up  and  less  expensive  to 
maintain.  Plus,  your  contributions  to 
the  plan  are  generally  tax-deductible  as 
a  business  expense,  and  there  are  no 
IRS  filings  required. 


Options  for 
small-business  owners 

Our  free  guide 
will  help  you 
compare  your 
retirement 
plan  options 
so  you  can 
choose  the 
one  that's 
best  for  you 
and  your 
business. 


I 


Get  all  the  answers  you  need.  For  additional  information  about  the  new  SIMPLE 
IRA,  call  T.  Rowe  Price  today.  We'll  send  you  our  free  Retirement  Solutions  guide, 
along  with  our  new  SIMPLE  IRA  kit. 

For  a  free  kit, 
call  our  retirement  representatives  today 

1-800-831-1356 
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Invest  With  Confidmce 

T.RoweR'ice 


T.  Rowe  Price  linestment  Services,  Inc..  Distributor 
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Government 


>ONORGATE 


mE  DEMOCRATS' 
CLEANUP  HIHER 

)teve  Grossman  tackles  the  daunting  mess  at  the  DNC 


I  t  a  meeting  in  a  New  York  sky- 
\  scraper  on  Apr.  7,  new  Chief  Op- 
Rerating  Officer  Steven  Grossman 
■tried  to  calm  a  gi'oup  of  nervous 
estors.  They  had  sunk  big  money 
I  his  high-profile  enterprise,  and  now 
7SLS  facing  financial  ruin  and  a  pubhc- 
itions  disaster.  In  a  frank  report, 
)ssman  outlined  plans  for  a  turn- 
und.  "This  is  a  company  in  disarray," 
s  one  shareholder  who  was  there. 
Jut  this  is  not  your  typical  business 
is,  and  Grossman  is  not  youi*  average 
rcb'oom  crisis  manager  The  investors 

major  Democratic  Party  contribu- 
?,  and  Grossman  is  the  man  tapped 
President  Clinton  to  rescue  the  De- 
3ratic  National  Committee  from  the 
out  of  the  Donorgate  campaign-fi- 
ce  scandal.  While  Colorado  Gover- 

Roy  Romei'  sei-ves  as  the  dnc's  gen- 
1  chairman  and  public  spokesman, 
)ssman,  51,  is  working  behind  the 
nes  to  clean  up  the  mess, 
t's  a  daunting  job — even  for  a  suc- 
sful  businessman  who  has  dabbled 
)olitics  for  two  decades  while  mnning 

family-owned  Massachusetts  Enve- 
5  Co.  in  Somei-ville,  Mass.  Now,  witii 

million  in  debts,  the  dnc  is  too  cash- 
ipped  to  return  $1.5  milUon  in  ques- 
lable  foreign  donations  or  pay  $2.8 
lion  in  legal  bills.  The  committee  has 
itical  woes,  too:  Grassroots  activists 
iplain  that  the  dnc  was  so  focused 
President  Clinton's  reelection  that  it 
congi-essional,  state,  and  local  cam- 
withei".  "If  anyone  can  bring  dis- 


cipline and  management  to  an  organiza- 
tion like  that,  Steve  will,"  says  Sybase 
CEO  Mitchell  E.  Kertzman,  a  Grossman 
pal  and  major  party  donor.  "But  I'm 
not  sure  that  anyone  can." 

Grossman,  however,  says  he  has  no 
qualms  about  taking  on  the  assignment. 
"When  the  President  of  the  United 
States  looks  you  in  the  eye,  you  don't 
say  no,"  he  explains.  A  longtime  ac- 
quaintance of  both  President  Clinton 
and  Vice-President  Al  Goi-e,  Grossman 

GROSSMAN'S  AGENDA 

CONDUCT  internal  review  of  the 
fund-raising  scandal.  Acknowledge 
mistakes — and  implement  policies 
to  avoid  their  repetition. 

RETURN  $1.5  million  in  improper 
gifts  by  June  30.  Pay  off  party's 
$14  million  debt  by  yearend. 

COURT  business  contributors  by 
convening  sessions  for  DNC 
"investors."  Reach  out  to  emerging 
business  leaders. 

INCREASE  the  visibility  of  Democ- 
ratic women  and  recruit  new  party 
activists  from  among  young  profes- 
sionals and  labor  leaders. 

IMPLEMENT  frequent  job-perfor- 
mance reviews.  Some  budget  out- 
lays will  be  tied  to  achieving  spe- 
cific goals  and  objectives. 


GROSSMAN:  Donors  are 
H  ve^itors"  and  voters 
''consumers  " 

was  selected  for  his  man- 
agement skills,  knack  for 
fimd-raising,  and  ability 
to  minimize  factional 
v/arfare.  He  showed  the 
latter  talent  as  Massa- 
chusetts Democratic 
chairman  and  as  presi- 
dent of  the  American  Is- 
rael Public  Affairs  Com- 
mittee (AiPAC).  Grossman 
calls  his  new  job  "a 
fi'ont-row  seat  in  helping 
to  define  the  priorities  of 
the  Democratic  Party 
and  this  country." 

Using  the  language  of 
business,  he  promises  to 
restore  the  confidence  of 
"investors"  (donors),  im- 
prove services  for  "cus- 
tomers" (local  organiza- 
tions), and  improve  his 
product  for  "consumers" 
(voters).  To  improve  internal  account- 
ability, he  has  adopted  standard  busi- 
ness practices,  as  well.  Examples:  He 
has  instituted  periodic  reviews  of  staff 
work  peifonnances — including  his  own — 
and  is  demanding  that  even  time-hon- 
ored DNC  activities  show  results  to  re- 
tain fimding.  He  has  also  trimmed  staff, 
cutting  costs. 

WOO  THE  YOUNG.  These  ideas  are  based 
on  what  Grossman  calls  "a  comprehen- 
sive strategic  business  plan"  created  af- 
ter a  DNC  staff  retreat  in  March.  His 
short-term  action  steps:  acknowledge 
mistakes,  correct  them,  and  implement 
policies  to  prevent  a  recurrence.  Phase 
Two  of  the  plan  calls  for  returning  im- 
proper contributions  by  June  30  and 
raising  $50  miUion  this  year  to  lift  the 
party  out  of  the  red.  Plans  include  four 
$3  million-a-night  galas,  a  series  of 
smaller  Democratic  Business  Council 
fund-raisers  attended  by  the  President, 
aggressive  pursuit  of  small  donors 
through  telemarketing  and  direct  mail, 
and  a  charm  offensive  aimed  at  disillu- 
sioned ex-givers.  One  positive  sign:  The 
DNC  raised  about  $8  million  in  the  fh'st 
quarter,  $1  million  above  its  target. 

Grossman's  longer-teiTn  goals  include 
rebuilding  the  party's  aging  small-donor 
base,  wooing  a  new  generation  of  busi- 
ness leaders,  increasing  the  visibility  of 
Democratic  women,  and  recruiting 
young  pi'ofessionals  and  new  labor  lead- 
ers as  party  activists.  He  also  wants 
the  DNC  to  invest  more  in  state  and  lo- 
cal party  organizations,  technology  for 
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fund-raising  and  communicating,  and 
candidate  recruitment.  The  pi-ize:  the 
1998  gubernatorial  contests,  where  open 
seats  give  Democrats  a  chance  to  nar- 
row the  (JOP's  32-to-17  edge  in  state- 
houses.  Says  Grossman:  "If  you  make 
the  venture-capital  investment  in  1997, 
it  will  pay  off  on  Election  Day  in  1998." 

In  many  ways,  Grossman's  plan  mir- 
roi's  his  operating  style  at  Massachu- 
setts Envelope,  a  $20  million-a-year 
business  founded  by  his  grandfather  in 
1910.  Although  friends  laud  his  busi- 
ness acumen,  the  Princeton  University 
and  Harvard  B-school  graduate  is  no 
political  neophyte.  Before  he  became 
president  of  aipac,  the  lai'gest  pro-Israel 
advocacy  gTOup  in  the  U.  S.,  Grossman 
was  a  DNC  member  from  1989  to  1992. 

His  experience  in  i-unning  a  political 
party  in  distress  dates  to  1991,  when 
he  became  chainnan  of  a  Massachusetts 
Democratic  Party  that  was  in  debt  and 
dispirited  following  the  1990  election  of 
(;op  Governor  William  F.  Weld.  Gross- 
man balanced  the  party  budget  within  a 
year,  helped  Democrats  captui'e  a  west- 
ern Massachusetts  congressional  seat 
for  the  first  time  in  100  years,  and 
paved  the  way  for  major  party  gains 
in  the  1992  legislative  elections. 

Grossman's  success  in  the  state 
prom})ts  one  pol  to  compare  him  with  a 
prominent  business-makeover  specialist. 
"Steve  is  the  [Sunbeam  ceo]  A1  Dunlap 
of  political  basket  cases,"  says  Repre- 
sentative Edward  J.  Markey  (D-Mass.). 
"He  spotted  the  undervalued  asset  that 
the  Massachusetts  Democratic  Party 
had  become  and  turned  it  around." 
BRIGHT  SIDE.  Tiu'ning  around  the  DNC 
will  be  tougher.  For  months,  press  at- 
tention has  focused  ceaselessly  on  the 
ballooning  fund-raising  scandal,  which 
will  soon  become  the  focus  of  congres- 
sional hearings.  One  ftiend  says  Gross- 
man didn't  expect  the  scandal  to  mush- 
room as  much  it  has  when  he  took  the 
job  in  January.  "His  major  challenge  is 
not  to  become  mired  in  the  problems 
of  the  past,"  says  a  party  consultant. 
"I  don't  know  how  he  does  that." 

Grossman  prefers  to  see  the  j)ositive 
side  of  the  ledger:  Clinton's  popularity  is 
holding  up,  the  economy  keeps  grow- 
ing, and  the  public  seems  to  be  shing- 
ging  off  Donorgate.  "This  Administration 
has  been  profoundly  successful,  despite 
the  tumultuous  environment  in  which 
we  operate,"  he  says. 

The  White  House  is  convinced  that 
(Jrossman  &  Co.  can  overcome  the  par- 
ty's dilTiculties.  Says  one  senior  Clin- 
tonitc:  "They're  grinding  it  out — not 
looking  for  a  quick  fix."  Even  so,  it  re- 
mains to  be  seen  whether  Grossman's 
enthusiasm  and  business  plan  will  raise 
the  Democratic  Party's  sagging  stock. 

By  RIcliani  S.  Duiihant  ui  Wiishitigton 
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DEALS 


WILL  TRIARC  MAKE 
SNAPPLE  CRACKLE? 

Synergies  are  key,  but  Howard  Stern's  return  won't  hurt 


[litW 

fie  tea 
lithL 


On  a  ft-eezing  Chicago  day  in  Feb- 
niary,  199*5,  Nelson  Peltz,  cliief  ex- 
ecutive of  tiny  Manhattan-based 
Tiiarc  Cos.  made  his  fii'st  serious 
overture  to  Quaker  Oats  Co.  to  buy  its 
Snapple  line  of  fi-uit-flavored  beverages. 
Meeting  in  Quaker's  executive  offices 
with  CEO  William  D.  Smithburg  over  a 
bottle  of  Mango  Madness,  Peltz  didn't 
mince  words.  "We  can  take  this  night- 
mai'e  off  your  hands,"  Peltz  recalls  saying 
to  the  man  who  paid  $1.7  billion  for  the 
New  Age  drink  maker.  Smithbui'g,  says 
Peltz,  was  "intrigued"  by  the  idea. 

Apparently,  not  in-   

trigiied  enough.  Set  on 
taking  one  last  stab  at 
fixing  the  ailing  Snap- 
ple Beverage  Corp., 
Smithburg  turned  him 
down — a  decision  that 
he  may  have  since 
come  to  regret.  Unde- 
terred, Peltz  continued 
to  call  regularly.  And 
one  year  later — after  Quaker  had  racked 
up  roughly  another  estimated  $90  mil- 
lion in  wSnapple  losses,  further  cutting 
the  unit's  value — Smithburg  finally 
threw  in  the  towel.  On  Mar.  27,  he  sold 
out  to  Peltz  for  a  stunningly  low  price 
of  $300  million.  That's  just  over  half  of 
the  Quakei'  unit's  $550  million  in  sales. 
INVESTOR  PRESSURE.  It  was  the  sad,  fi- 
nal act  in  Quaker's  Snapple  saga — and 
one  that  has  set  the  beverage  industiy 
abuzz.  That  Tiiarc,  an  industry  squirt 
with  Mistic  Iced  Tea,  RC  Cola,  and  Diet 
Rite,  emerged  as  the  buyer  shocked 
many.  But  ultimately,  what  even  sea- 
soned industry  execs  found  most  star- 
tling was  how  far  the  fortunes  of  the 
once  sizzling  brand  had  fallen  in  just 
two  years.  Despite  Snapple's  well-known 
travails,  most  expected  it  would  bring  a 


The  biggest 
potential  buyers 
wanted  Gatorade 
not  Snapple 


lat  left 
its  tK 


s  in  t 


price  tag  at  least  equal  to  annual  sal 
"They  stole  the  company,"  says  Snap 
founder  Leonard  Marsh,  who  sold 
controlling  interest  in  Snapple  in  191 

Quaker  would  not  discuss  the 
But  the  fii'e  sale  price  is  prompting  n 
talk  that  a  challenge  to  Tiiai'c's  deal  re 
arise.  Though  Jide  Zeitlin,  managing 
rector  of  mergers  and  acquisitions 
Quaker's  investment  banker,  Goldm; 
Sachs  &  Co.,  insists  the  deal  is  finn,  b( 
he  and  Tiiarc's  investment  bankers  c( 
tinue  to  get  calls  from  would-be  suite  ii?  am 
Yet  Quaker  appeared  to  have  litl  fanies 

  choice.  It  wanted 

extricate  itself  frc 
Snapple  this  year,  ifnan 
time  to  reap  a  $2  im 
million  tax  write-o  Mer: 
There  were  several  i  M]  t 
formal  entreaties — i  me  1 
eluding  a  merger  pi  mte 
posal  from  Arizo:  lifted  I 
Iced  Tea  valued  icr.anc 
$750  million.  Trian  mte, 
offer  represented  not  only  the  highe  'bep 
bid  to  buy  Snapple  outright  but  oi  siojs  i 
that  brought  with  it  substantial  ca  Hn  i 
and  no  antitrust  problems.  Facing  st  lire  i 
shareholder  pressiu'e  to  put  the  debac  ids  a 
behind  them,  Quaker  went  with  t]  amm 
sure  thing.  "Wlien  you're  dealing  vn  Inio 
large  consumer  products,  the  wor  \  strf 
thing  in  the  world  is  to  announce  a  de  l!  and 
and  not  have  it  close,"  says  Zeitlin.  ibor 
Wlien  Goldman  began  shopping  Sna  I  The; 
pie  last  November,  it  discovered  thiPeltis 
many  potential  acquirers  were  not  a  to 
tually  interested  in  the  iced  tea  arifstsli 
fruit  drink  company  at  all.  Some  of  tI(,Hio] 
biggest  players  approached  by  the  i  ii  as 
vestment  bank — PepsiCo,  Coca-Col  la 
and  Procter  &  Gamble — would  only  di| 
cuss  Snapple  if  they  could  also  gtetu 
Gatorade,  Smithburg's  crown  jewel  am 


HOW  TRIARC  PLANS  TO  MAKE 
THE  DEAL  WORK 


►  Improve  relationships  with  dip 
tors  Quaker  alienated.  Triarc's 
record  with  distributors  is  stronltec 
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ker's  most  profitable  brand.  But  get- 
■  rid  of  Snapple  was  Quaker's  pri- 
7.  Although  it  agi-eed  to  consider 

of  $i  billion  or  more  for  Gatorade. 
/anted  Snapple  to  be  part  of  the 
1.  Ultimately,  however,  the  high 
e,  antitrust  complications,  and  Snap- 
;  problems  scared  most  buyers  off. 
epsiCo  came  closest  to  nibbling,  even 
igh  it  would  have  had  to  sell  off 
pple  because  of  its  rival  joint  ven- 
'  with  Lipton  Tea  Co.  Investment 
King  sources  report  that  the  cola  gi- 
would  not,  however,  come  close  to 
ker's  asking  price.  Pepsi  declined 
ment.  Goldman  continued  to  can 
5  potential  buyers  here  and 
)ad.  Others  that  considered 
ling  were  Campbell  Soup, 
jram,  and  British  candy 

beverage  company 
Ibury  Schweppes. 
le  followed  thi'ough. 
hat  left  only  Ti'iarc 

its  two  partners, 
;z  and  Peter  W. 
r,  who  had  made 
r  names  and  for-  ,r 
3S  in  the  1980s 
ing  and  selling 
panies  with  the 
ang  of  junk  bond 
g  Michael  R. 
ken  and  Drexel 
•nham  Lambert 

After  bujing  the 
pany  that  would 
3me  Ti'iarc  from 
)orate  raider  and 
Acted  felon  Victor 
ner,  another  Milken 
)ciate,  Peltz  and 
/  began  to  sell  off 
sions  and  concen- 
e  on  a  remaining 
)ire  of  soft-diink 
nds   and  fast-food 
aurants,  with  sales 
J  million. 

b  strengthen  Tiiarc, 
tz  and  May  set  their 
its  on  Snapple  in  early 
1.  They  flew  to  Boston 
i'eltz's  private  Boeing 
to    woo  Snapple's 
;est  shareholder  at  the 
3,  Thomas  H.  Lee.  Lee 
d    us  there 
.  a  major  cor- 
ation  tha  was 
ing  to  pay  a  lot 
•e    money,"  Peltz 


says.  "The  price  was  out  of 
our  consideration." 
That  company  was,  of  coiu-se,  Quaker 
But  that  deal  was  barely  sealed  when 
Peltz  and  May  began  to  hear  nimblings 
of  trouble  fi'om  some  of  the  distributors 
that  Triarc  shared  with  Snapple.  Then 
in  mid-1995,  Tiiai'c  bought  Snapple's  un- 
derdog rival  Mistic  for  $97  milUon— 77% 
of  annual  sales.  The  minute  Peltz  and 
May  closed  the  deal,  they  phoned  Smith- 
biu'g.  "We've  just  entered  yoiu"  New  Age 
domain,"  Peltz  told  Mm.  "Let  us  know  if 
you  ever  want  to  sell  Snapple." 

In  the  meantime,  Peltz  and  May  capi- 
talized on  Quaker's  missteps.  Only  days 
after  Quaker  pulled  Snapple's  ads  off 
Howard  Stem's  radio  progi'am,  Tii- 
arc paid  the  shock  jock  to  shill  for 
Mistic.  Stem's  ad\ise  to  his  audience: 
Replace  Snapple  in  yoiu'  refrigera- 
A^"^    tors  with  Mistic. 

Distributors  were  quietly  de- 
ivering  a  similar  message. 
;\Iany  say  they  were  so  un- 
sure of  their  future  with 
Snapple  that  they  slacked 
off  on  the  brand,  putting 
more  energj'  into  competi- 
toi-s — including  Mistic.  The 
brand  had  a  strong  pro- 
moter in  Michael  Wein- 
stein,  the  ceo  of  Tiiai-c's 
beverage  division.  The 
one-time  president  of 
A.V:W'  Brands  Inc.  is  a 
j  xjpulai-  figure  among 
distributors. 
TENACITY  COUNTS. 
Ttiarc's  tenacity, 
mixed  with  a  fimky, 
lU'ban  ad  campaign, 
chwe  sales  up  10%, 
to  $140  million  last 
year,  even  as  the 
$6  billion  market 
for  New  Age  bev- 
erages plateaued. 
As  Mistic  gained  gi-ound,  Snapple  was 
losing  it — on  a  much  lai'ger  scale.  Smith- 
burg  pi-edicted  sales  would  rise  20%  in 
1996,  but  they  fell  8%  instead.  "Quaker 
was  tr>ing  to  get  the  toothpaste  back 
in  the  tube,  but  that  does  not  work  very 
well,"  Peltz  says. 

Tiiarc's  top  execs  kept  in 
touch  with  Smith- 
burg,  sometimes 
calling  as  often  as 
eveiT  two  weeks.  In 


the  fall,  Peltz  told  Smithburg  that 
asset  sales  had  boosted  Tiiarc's  cash  on 
hand  to  $200  million.  "Persistence  is 
more  important  than  brains  in  this  busi- 
ness," Peltz  says.  Finally,  the  Monday 
after  Thanksgiving,  Smithburg  called 
Peltz.  "He  said,  'We've  definitively  de- 
cided to  sell  Snapple,  and  we've  told 
Goldman  to  put  youi"  name  at  the  top  of 
the  list,' "  Peltz  says. 

The  question  now  is  whether  Triarc 
can  do  any  better.  While  Mistic,  with 
its  pitchman  Dennis  Rodman,  is  aimed  at 
the  hip-hop  crowd,  there  is  some  opera- 
tional overlap.  Tiiarc  is  already  talking 
about  blending  the  management  of  the 
tw'o  bi"ands  and  shaiing  some  equipment, 
ingi-edients,  and  distributors. 

Such  synergies  mean  that  Tiiarc 
may  be  better  placed  to  fix  Snapple 
than  others  were.  Despite  its  strong 
national  brand,  for  example,  Snapple 
is  saddled  with  lingering  supply  con- 
tracts set  when  sales  were  much  high- 
er. The  boom-time  contracts  require 
the  juicemaker  to  pay  tens  of  millions 
of  dollars  for  bottles  it  can't  use  at 
current  levels  of  demand.  They  were 
one  reason  that  big-time  beverage  com- 
panies passed  on  Snapple.  Also,  its  dis- 
tribution system  is  archaic;  Goldman 
Sachs  estimates  that  it  would  cost  at 
least  $100  million  to  buy  out  its  small 
distributors.  But  Tiiarc  may  be  able 
to  use  the  excess  bottles  for  Mistic  and 
work  out  better  deals  with  distribu- 
tors that  involve  all  Triarc's  brands. 

The  price  Tiiarc  paid  will  also  give  it 
room  to  maneuver  that  Quaker  never 
had.  "It  would  take  a  lot  of  work  for 
them  to  lose  money  on  this  deal,"  says 
Lloyd  Greiff,  a  Los  Angeles  investment 
banker  who  specializes  in  mergers  and 
acquisitions  in  the  food  industiy.  Adds 
Weinstein:  "Even  if  we  can  get  Snapple 
back  to  where  it  was  when  Quaker 
bought  it,  we'll  be  doing  well." 

Peltz  and  May  are  wasting  no  time 
repairing  the  damage.  Weinstein  is 
making  the  rounds  of  distributors. 
"He's  telling  them,  'You're  our  fami- 
ly,' "  Peltz  says.  New*  bottle  designs 
and  advertising,  set  in  motion  by  Quak- 
er, are  due  out  soon.  And  even  some  of 
the  old  Snapple  endorsers,  such  as 
Stem,  have  returned.  Now,  if  only  Tii- 
arc can  bring  back  Snapple's  old-time 
performance. 

By  I.  Jeanne  Dugan  in  New  York 


s  Stable  of  drinks,  including 
»d  Tea,  to  soak  up  Snapple's 
:ess  capacity. 


►  Cut  coste  fey  Jointly  managing 
Snapple  with  brands  such  as  Mistic, 
RC  Cola,  Diet  Rite,  and  Nehi. 


►  Improve  marketing.  Already,  that 
has  helped  boost  Mistic  sales  10%, 
even  as  New  Age  rivals  struggle. 


Each  and  every  day,  thousands  of 
businesses  l)uild  th<'ir  sites  on 
tlie  Internet  and  wonder:  When 
does  the  excitement  liegin? 
Where  are  the  new  customers, 
the  imjjroved  relationships, 
the  lower  overhead'.''  Surprise, 
surprise.  You  cant  expect  it  to 
happen  automatically. 


yippeee, 
we're  on  the 

Internet! 
now  what?' 

solution 


it  takes  a  solution.  The  good  news 
is,  a  call  to  IBM  can  help  put 
things  in  motion.  IBM  Internet 
solutions  provide  a  unique 
com  hi  nation  ol  technology, 
professional  services  and 
know-how  that  can  bring  new 
value  to  just  about  every  Idnd 
of  business,  making  tlie  most  of 
existing  investments.  Here  are 
some  of  our  customers  who 
are  already  repoi  ting  results: 

Japan  Airlines:  uses  Internet 
reservations  to  boost  revenue 
by  $4  million. 

NHL:  onlinr  store  attracts  more 
than  a  million  hits  per  month. 

Arena  di  Verona:  (-\|)ands  opera 
audience  using  online  ticketing. 

Supervox:  French  wholesaler 
finds  an  $8  million  opportunity 
in  previously  unta|)ped  market. 

Find  out  how  the  Internet  can 
transform  your  business. 
Visit  us  at  www.ifun.com/ 
internetsolutions  or  call  us  at 
1  800  IBM-7080,  ext.  NCOl, 
to  (Ml roll  in  our  free  seminar. 


Solutions  for  a  small  planet" 


Finance 


How  incompetence  and 
greed  undid  credit-card 
insurer  SafeCard  Services 


In  19(39,  Peter  Halmos  was  a  25-yeai--old  Hungarian  emigre 
with  an  idea:  People  would  be  willing  to  pay  a  small  an- 
nual fee  for  credit -caixl  protection.  If  theii-  cai-ds  were  lost 
or  stolen,  they  would  be  insm-ed  for  any  unauthomed 
charges,  and  the  issuers  would  be  notified  to  pronde  re- 
placement cards. 
Habnos  launched  SafeCai'd  Senices  Inc.  that  yeai-  fi-om  the 
bedi'oom  of  his  Fort  Lauderdale  condominium  with  his  brother. 
Steven.  It  gi-ew  into  a  tidy  little  money  machine.  In  1977, 
SafeCard  went  pubhc,  and  in  1989  it  was  listed  on  the  New 
York  Stock  Exchange.  By  1992,  the  company  had  400  employ- 
ees, 13  million  cu.stomers,  and  was  generating  $158  million  in 
revenues  and  $22  million  in  earnings.  It  had  a  hefty  cash  re- 
serve of  $170  miUion  and  no  debt. 

But  in  late  1992,  SafeCai-d's  fortunes  began  changing  dra- 
matically for  the  woree.  Halmos,  who  had  stepped  down  as  cliief 
executive  in  1987  and  as  chaiiTnan  in  1990,  depaited  as  a  con- 
sultant in  December,  1992.  In  the  following  3'/,  yeai-s,  under  new 
manag'ement  and  dii-ectoi-s,  the  workforce  ballooned  to  1,200  and 
the  company  depleted  most  of  its  resei-ves,  losing  $47  million  in 
the  fii'st  half  of  1995  alone.  Its  stock,  by  late  May  of  that 
yeai',  was  seUing  at  7,  down  65%  from  its  1994  high  of  20.  Safe- 
Cai"d  was  in  such  deep  trouble  by  eaiiy  199(5  that  the  anxious 
dii'ectoi-s  voted  to  sell  the  company,  then  based  in  Jackson\iIle, 
Fla.,  to  ere  International  Inc.  for  $:i75  million.  ci'C  quickly  shut- 
tered the  headcjuartei-s  and  absorbed  the  company. 

Although  SafeCai'd  was  a  small  company,  its  stoiy  holds  a 
big  lesson  for  Coiporate  America.  Tlie  fall  of  SafeCaitl  is  a  cau- 
tionaiy  tale  of  incompetence  and  gi'eed.  It  demonstrates  how^  di- 
rectors and  managers  with  the  best  of  credentials,  and  theii- 
high-powered  advisers, 
can't  always  be  counted 
on  to  guard  the  inter- 
ests of  shareholders.  In- 
deed, some  SafeCai'd  di- 
rectors wei'e  benefiting 
personally  from  their 
positions  and  failed  to 
scrutinize  management's 
ill-conceived  projects. 
HIGH-POWERED.  The 
main  participants  were 
SafeCard  Chief  Execu- 
tive Paul  G.  Kahn,  the 
man  behind  the  much- 
heralded  launch  of 
AT&T's  Univei-sal  Cai"d  in 
1990,  and  a  supportive 
board,  which  for  a  time 
was  dominated  by 
Robert  L.  Dilenschnei- 
der,  the  foiTner  CEO  of 
Hill  &  Knowlton  Inc., 
the  public  relations  con- 
cern. "They  took  something  that  was  built  over  23  yeai's  and 
destroyed  it  in  a  few  yeai's,"  says  Peter  Halmos. 

Halmos  is  far  from  objective.  He  has  14  lawsuits  pending 
against  SafeCard's  foi-mer  management,  directoi's,  accoimtants, 
and  lawyers.  In  all,  he  has  spent  an  astonishing  $45  milHon  in 
a  legal  vendetta  to  hold  the  entire  SafeCai'd  team  accoimtable. 


ROBERT  DILENSGHNEIDER 

The  former  Hill  &  Kiiowlton 
CEO  become  a  SafeCard 
director-and  flourished 


The  latest  chai'ges  were  made  on  Dec.  5,  1996,  when  attoi|'L^ 
neys  for  shareholders,  including  Halmos,  filed  an  amende? 
sealed  complaint  to  a  1995  suit  in  fedei-al  district  comt  in  Miam: 
A  supporting  filing  that  describes  the  sealed  complaint  wa'^ 
made  in  the  Miami  court — this  time  unsealed — on  Mar.  31 
According  to  the  new  filing,  and  a  400-page  backgi'ound  docu 
ment,  the  amended  complaint  contains  serious  allegations 
stock  fi-aud,  including  racketeeiing  chai'ges  imder  the  feder^sss 
Racketeer-Influenced  &  Conupt  Organizations  Act. 

Duiing  a  tlu-ee-month  investigation,  business  week  has  ex  ■ 
amined  lawsuits  and  hunch-eds  of  other  documents,  including  in  '■ 
ternal  memos  and  notes,  receipts,  stock  trading  records,  re 
seai'ch  reports,  and  Secuiities  &  Exchange  Commission  filings- 
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"They  took  something 
that  was  built  over  23 
years  and  destroyed 
it,"  says  the  founder 


JESS  WEEK  also  intei-viewed  more  than  two  dozen  former 
3yees,  directors,  and  company  consultants — most  of  whom 
!  not  for  attribution.  In  addition,  business  week  has  re- 
;d  two  60-odd-page  signed  statements  by  Douglas  Spink,  25, 
was  SafeCai-d's  dii'ector  of  financial  controls  in  its  infonna- 
technology  gi-oup  fi'om  September,  1994,  to  March,  1996. 

an  MBA  from  the  University  of  Chicago  Graduate  School 
isiness,  has  also  provided  his  statements  to  Halmos  and  is 
;ted  to  be  a  key  witness  in  the  shai-eholder  litigation, 
the  veiy  least,  the  evidence  strongly  suggests  there  was 
.  mismanagement  of  the  company's  financial  affaii's.  Some 
million  was  squandered  between  1994  and  1996,  much  of  it 
iw-business  ventures  and  lavish  coi-porate  overhead. 


PETER  HALMOS  The  charges  made  in  the  share- 

holder lawsuits,  one  of  which  is 
scheduled  for  trial  on  Sept.  2,  are 
more  serious.  The  suits  allege  that 
certain  officers  and  directors: 
m  Leaked  infoirnation  to  Wall  Street 
analysts. 

a  Wildly  inflated  profit  predictions 
that  misled  investors. 
B  Benefited  personally  fi'om  then-  dealings  with  the  company. 
■  Used  accounting  techniques  to  mask  the  company's  deterio- 
rating condition. 

VENDETTA?  No  foiTner  SafeCard  employees  have  been  chai'ged 
by  the  government  with  any  civil  or  criminal  securities  viola- 
tions. Kahn,  intei-viewed  at  his  Jacksonville  (Fla.)  oSice,  denied 
each  of  the  above  allegations.  He  insists  that  at  the  time  of  his 
ouster  in  early  1996,  SafeCard  was  back  on  coiu-se  to  be  prof- 
itable. "We  could  have  got  out  of  it,"  Kahn  says.  He  also  insists 
that  "I  was  not  alone.  The  boai-d  knew  about  eveiything . . .  they 
set  me  up  for  being  the  fall  guy,  not  that  I'm  without  sin.  I  was 
hung  out  to  dry." 

Parker  D.  Thomson,  attorney  at  Thomson  Mm-ai'o  Razook  & 
Hart,  represents  SafeCard's  seven  foimer  outside  directors. 
'Tou  are  dealing  with  completely  improven  allegations  made  by 
one  man  [Halmos]  who  has  publicly  proclaimed  litigation  war- 
fare against  SafeCard  Services  and  everyone  connected  to 
SafeCard,"  he  says.  Thomson  says  the  charges  "have  been 
made  with  reckless  disregard  for  any  ti-uth."  Thomson  repre- 
sents WiUiam  T.  Bacon  Jr,  a  fonner  Chicago  investment  banker, 
Dilenschneider,  Eugene  Miller,  a  foiTner  investor  relations  spe- 
ciaHst,  Marshall  L.  Biu-man,  fonner  chau-man  of  the  Illinois 
State  Board  of  Investment,  Thomas  F.  Petway,  III,  a  Jack- 
sonville real  estate  and  insm'ance  businessman,  Adam  W.  Her- 
beit  Jr.,  president  of  the  University  of  North  Florida,  and 
John  ElUs  "Jeb"  Bush.  The  son  of  former  President  George 
Bush  says:  "I  believe  I  did  my  job  with  focus  and  intensity. 
Things  the  boai-d  did  helped  [SafeCai'd]  return  to  profitability." 
Bush  and  Herbert  joined  the  board  in  Januaiy,  1995. 

Without  question,  the  main  figure  in  the  SafeCai'd  saga  is  Pe- 
ter Halmos.  Since  the 
early  '80s,  Halmos  him- 
self has  been  the  target 
of  an  extraordinary 
number  of  allegations, 
including  insider  ti-afling, 
enriching  himself  with 
SafeCard  monies,  and 
using  aggressive  ac- 
counting to  boost  Safe- 
Card's  earnings.  BUSI- 
NESS WEEK  has  examined 
Halmos'  disputes  with 
the  IRS,  the  sec,  and 
shareholder  charges  of 
insider  trading.  Halmos 
was  found  to  owe  no 
money  to  the  iRS.  The 
SEC  investigated  Safe- 
Card's  accounting  but 
didn't  take  action. 
And  the  shareholders 
dropped  theii'  lawsuit. 
Halmos  is  known  for 
relentlessly  suing  his  adversaries.  In  1981,  he  sued  Bcaron's 
columnist  Alan  Abelson  for  libel.  The  suit  was  tlu'own  out.  In 
1992,  he  filed  a  suit  against  the  iRS,  which  he  later  dropped. 
Halmos  plays  hardball  in  other  ways.  He  uses  his  private  in- 
vestigator to  collect  damaging  evidence  about  his  enemies. 
The  seeds  of  the  battle  between  Halmos  and  SafeCai'd  were 


PAUL  G.  KAHN 

'The  board  knew. . . everything," 
says  the  former  CEO.  "They  set 
me  up  for  being  the  fall  guy" 


DIIQIMTQC   \M{rCU    I    ADDII     OQ      1QQ7  fiO 


The  Rise  and  Fall  of  a  Company 

The  storij  of  SafcCard  dctnuNSt rates  how  directors  and  managers  with  the  best  of  credentials,  and  thei 
equally  hlue-ch  ip  advisers,  can 't  always  he  counted  on  to  look  out  for  shareholders. 


JUNE  1969 

Peter  and  Steven  Halmos  found 
SafeCard. 


200.0110  Shaif" 

SafeCard  services,  incorporated 


NOVEMBER  1977 

SafeCard  goes  public.  In  December 
1989  it's  listed  on  the  NYSE. 


1990 

Revenues  hit  $134 
million.  Earnings  jump  to 
$27  million.  Peter 
Halmos  steps  down  as 
chairman  and  becomes  a  consultant. 


OCTOBER  1992 

Did  the  SafeCard  board  receive 
downbeat  earnings  projections? 


DECEMBER  1992 

Peter  Halmos'  tenure  as  a 
consultant  to  SafeCard  ends. 


JANUARY-DECEMBER  1993 


With  no  CEO 
and  a  two- 
man  board, 
director  Robert 
Dilenschneider 
(right)  fills  the 
vacuum.  He 
brings  Eugene 
Miller  on  as  a 
director. 


I 


Finance 


planted  in  late 
1991.  Still  influen- 
tial, he  decided  to 
hii'e  a  top  PR  per- 
son to  repair  SafeCard's  tar- 
nished image.  He  chose  Dilenschneider,  put  him  on  the  board, 
and  gi-anted  him  100,000  stock  options.  Steven  Halmos,  CEO 
since  1987,  agreed. 

Dilenschneider  became  more  than  just  a  PR  man.  As  their 
friendship  bloomed,  Habnos  even  reviewed  montlily  budgets  foi" 
Dilenschneider's  fledgling  public  relations  firm  that  Dilen- 
sctaeider  foi-med  after  resigning  as  head  of  Hill  &  Knowlton  in 
September,  1991.  SafeCard  became  one  of  the  fii'st  and  biggest 
clients  foi'  Dilenschneider's  new  PR  shop,  Dilenschneider  Group 
Inc.  (DCi).  Dilenschneider  declined  to  comment  on  the  record. 

  On  Oct.  23,  1992,  at  a  Safe- 
Card  board  meeting,  Dilen- 
schneider and  Halmos  abinptly 
parted  company.  It  was  a  criti- 
cal time,  since  the  cai'd  j^rotection  business  was  matiu'e,  and 
SafeCard  faced  fierce  competition.  What  happened  at  that 
meeting  is  the  subject  of  considerable  dispute.  Peter  Halmos' 
version  is  that  an  analy.sis  done  by  the  cliief  operating  officer 
was  discussed  at  the  meeting  and  showed  SafeCard  heading 
downhill.  Halmos  wanted  to  make  the  analysis  public.  But  he 
says  the  thr-ee-man  board,  compiising  his  brother,  Steven,  Ba- 
con, and  Dilenschneider,  disagi-eed. 

Habnos  says  the  board  forced  him  out  in  December,  1992,  by 
withdrawing  fijiancial  benefits  they  had  promised  him.  At  that 
time,  Steven  Halmos  stepped  down  as  CEO  and  director  but 
kept  a  $2  milbon-a-year  consulting  job.  The  chaii-man  and  ceo 
jobs  stayed  vacant  until  December,  1993. 

Thomson,  the  former  boai'd's  attoi'ney,  paints  a  different 
picture.  "Although  earnings  pi'ojections  were  made  on  the  ba- 
sis of  vaiious  assumptioas . . .  there  is  no  single  study  of  the  kind 
you  [BW]  mention,"  says  Thomson.  Bacon  and  Dilenschnei- 
der don't  recall  a  study,  says  Thomson,  and  Steven  Halmos  de- 
clined comment.  As  to  whether  a  downbeat  projection  was 
discussed,  Thomson  declined  to  comment.  He  points  out  that 
Halmos  doesn't  have  a  copy  of  the  projections,  nor  were  they 
mentioned  in  the  board  minutes.  And  Tliomson  claims  Habnos 
resigned  over  a  failure  to  renegotiate  his  compensation. 
Once  Peter  Halmos  was  gone,  Dilenschneider  moved  to  ce- 


ment  control  of  the  board,  whose  only  other  member  was 
con.  In  FebiTiary,  1993,  Dilenschneider  arranged  for  Mil 
then  at  dgi,  to  join  the  board.  Miller  had  been  a  senior  vi 
president  of  the  New  York  Stock  Exchange  and  was  an  edi 
at  BUSINESS  WEEK  in  the  1950s.  He  got  100,000  stock  optioi 

Dilenschneider  also  took  over  Peter  Halmos'  job  as  Sa 
Card's  investor  relations  honcho.  In  June,  1993,  DOenschnek 
signed  a  contract  with  SafeCaixl  that,  in  addition  to  Ws  $50,( 
directoi-'s  fee,  renewed  dgi's  $180,000  retainer  to  handle  put 
relations  for  that  yean  On  top  of  that  was  a  $150,000  retail 
for  an  investor  relations  contract,  according  to  sec  filings 
INSIDE  TIPS?  Looking  to  find  a  ceo,  Dilenschneider  and  t 
board  hu-ed  Paul  Kahn,  who  joined  SafeCaj'd  on  Dec.  7,  191 
Kahn's  success  at  at&t  gave  him  a  dazzUng  reputation,  a 
SafeCard's  stock  jumped  2Vi  when  he  was  hii-ed.  But  Ka 
also  had  a  checkered  histoiy.  At  Wells  Fargo  &  Co.  fi-om  IS 
to  1985,  where  he  ran  the  credit-cai'd  busmess,  he  developec 
reputation  as  a  big  spender  after  management  investigated  stomi 
birthday  paity  that  was  billed  as  a  coipoi-ate  expense.  Ka  Ine 
dismisses  it  as  a  secretarial  error. 

In  1986,  Ivahn  landed  at  Mellon  Bank  Co..  whei'e  he  was  IdloResc 
off  after  two  yeai-s.  At  at&t,  Kalin  was  so  profligate  that  a  f  iti 
mer  AT&T  chauman  wamed  a  SafeCard  director,  recalls  and  la  pn; 
er  SafeCard  du-ector  SafeCard  hired  Wm  anyway  on  the  r(  I, 
ommendation  of  New  York  search  fii-m  Heidrick  &  Sti-uggl  li 
Inc.  Kahn  doesn't  deny  he  was  a  big  spender  but  says  t  n 
spending  always  yielded  a  boost  to  liis  employers'  profitabili  iro's 
Heidi-ick  &  Stniggles  decbned  to  comment.  Kahn  received  se 
base  salaiy  of  $750,000  and  1  million  o])tions  that  kicked  in 
the  price  of  SafeCai'd's  stock  moved  liigher. 

When  Kahn  came  on  board,  he  and  Dilenschneider,  Mill( 
and  other  top  SafeCard  executives  launched  a  whuiwind 
meetings  with  money  managers  and  Wall  Street  analysts,  2  rajei] 
cording  to  internal  SafeCard  records.  But  according  to  tliioijc 
shareholder  aUegations,  SafeCard  went  much  fiulher:  It  diifs 
closed  material  inside  infonnation  to  analysts.  According 
one  shareholder  suit,  the  information  was  allegedly  leaked 
eai'ly  December,  1993,  when  Oppenhebner  &  Co.  was  tipped 
a  SafeCard  dii-ector  that  Kahn  would  be  appointed  ceo. 
denyuig  the  chai-ges,  says  Oppenhebiiei"  "We  ai-e  vigorously  ( 
fending  the  case." 

Wliether  or  not  Oppenheimer  was  tipped,  it  did  buy  Saf 
Cai-d  stock  on  Dec.  2  and  the  next  two  days,  accoiTbng  to  NYSjn 
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DECEMBER  1993      APRIL-DECEMBER  1994 


i  Paul  Kahn  (left)  hired 
as  CEO  of  SafeCard. 


APRIL-JUNE  1994 

Kahn  gets  rid  of  old 
SafeCard  manage- 
ment team,  including 
Steven  Halmos. 


n994 

;r  Halmos  begins  attacking  man- 
Tient.  He  runs  full-page  ad  in 
Wall  Street  Journal  questioning 
condition  of  SafeCard's  business. 


^'^^^^rTZ^^  Services,  Inc. 


Kahn  brings  in  own  management 
and  three  directors,  including  Tom 
Petway,  and  Jeb  Bush  in  January  '95. 


SEPTEMBER  1994 

Kahn  promises  45%  revenue  growth 
in  the  next  few  years,  up  from  his 
earlier  estimate  of  20%. 

NOVEMBER  1994 

Dilenschneider  gets 

Museum  Art  Properties  contract 

from  SafeCard. 

DECEMBER  1994 

SafeCard  changes  to  a 
calendar  year,  creating 
a  stub  period  in  which 
it  would  later  write  off 
$65  million  pretax 
and  some  $45  million 
aftertax. 
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trading  records,  ac- 
counting for  an  av- 
erage of  75%  of 
SafeCard  trading 
volume  on  the  thi-ee 
trading  days  prior 
to  the  Dec.  7 
announcement  of 
Kahn's  appoint- 
ment. If  informa- 
tion was  leaked, 
says  Alan  R. 
Bromberg,  profes- 
sor of  securities 
and  corporate  law 
at  Southern  Meth- 
otlist  University  Law  School,  "it 
s  to  me  like  a  violation  on  both  sides." 
ine  analyst  who  allegedly  received  inside  information  was 
e  Mura"o.  Munro  operated  a  tiny  research  boutique,  Mon- 
;o  Research,  in  the  U.  S.  Virgin  Islands  with  more  than  100 
itutional  clients.  SafeCard  allegedly  supplied  him  with  pro 
na  profit  estimates  and  information  on  Kahn's  plans  in 
1,  and  Munro  used  it  in  his  research  reports, 
lum-o  faxed  his  reseaix-h  reports  to  SafeCai-d  executives  for 
ew  and  editing  suggestions,  according  to  copies  of  faxes  of 
iro's  draft  research  report  obtained  by  bllsiness  week. 
se  repoits  went  to  clients.  Kahn  adamantly  denies  ever  hav- 
given  anyone  inside  information.  "Did  I  look  at  Clive 
ii-o's  reports?  I  absolutely  did.  I  offered  du'ectional  guidance, 
specific  number's,"  says  Kahn.  Mimi'o  denies  receiving  inside 
rmation.  "If  I  had  inside  information,  I  would  have  en- 
•aged  my  chents  to  sell,"  he  says. 

HOLIC  CARD.  By  mid-1994,  Kahn  had  pushed  out  the  hand- 
senior  SafeCard  employees  and  brought  on  thi'ee  new  di- 
.ors:  Petway  in  April,  1994,  and  Bush  and  Hei'beit  in  Jan- 
Y,  1995.  Kahn  then  went  on  a  spending  spi'ee.  Life  at 
jCard  now  included  travel  by  corporate  jet  and  limou- 
'.s,  lavish  receptions,  and  expensive  art,  according  to  in- 
lal  company  memos  and  interviews  with  former  SafeCai-d 
)loyees.  Says  Kahn:  "I  wanted  to  change  the  image  of 
^Card.  It  was  a  calculated  risk,  and  this  time  I  lost." 
in  added  layers  of  management  and  consultants,  including 


many  friends,  relatives,  and  fornier  associates  and  theii-  wives. 

Dilenschneider  shared  in  the  new  era  of  easy  spending.  In 
1994,  SafeCard  stnick  an  $11  milhon,  tliree-year  deal  with 
Museum  Art  Properties  Inc.,  a  company  10%  owned  by  Dilen- 
schneider, then  located  a  floor-  above  uci's  Manhattan  offices. 
MAP  developed  a  catalog  for  SafeCartl  to  market  r-eproduc- 
tions  from  the  Vatican  Museum,  such  as  crystal  r'osary  beads 
and  Sistine  chapel  "fi-agments,"  which  map  supplied  to  Safe- 
Card.  The  contract  was  disclosed  in  SafeCard's  sec  filings. 
Kahn  admits  the  deal  was  rich  but  says  he  thought  it  would 
help  him  secm-e  the  rights  ft-om  the  Vatican  to  his  next  big 
br-ainstornn:  a  Catholic  cr'edit  car-d. 

One  software  company.  Image  Consulting  Gr-oup  Inc.  in 
Phoenix,  was  paid  more  than  $1  milhon  in  a  five-month  period 
in  1995  to  work  on  a  new  pr'oduct,  the  Family  Pr-otection  Net- 
wor'k  (FPN).  ICG  was  co-owned  by  Dilenschneider-'s  nephew, 
John  DUenschneider:  Thomson  says  that  Robert  Dilenschneider 
didn't  know  about  it  and,  because  John  was  not  immediate  fam- 
ily, disclosm'e  was  unnecessary.  Obser'ver-s  say  ic(;  was  a  qual- 
ified contractor.  John  Dilenschneider  says  ICG  got  the  job  "for 
business  reasons,  not  r-elationslrip  r'easons." 

Petway  was  another  (Ur'ector-  who  benefited  from  his  Safe- 
Card  ties.  He  was  a  one-thu-d  owner-  of  Prudential  Networ-k 
Realty,  a  well-r-egar-ded  local  fh-m.  pnr  was  recommended  by 
SafeCar-d  to  handle  the  sale  and  piu-chase  of  homes  for-  Safe- 
Car-d  employees,  say  two  for-mer  SafeCar'd  employees. 

According  to  Thomson,  Petway's  attorTiey,  pnr  handled  51 
transactions  involving  SafeCar-d  employees  as  buyers  or  sellers 
ft-om  about  1993  to  1995.  The  commissions  ear-ned  by  pnr 
were  appr-oximately  $154,000,  plus  $20,000  in  refer-ral  fees, 
says  Thomson.  "SafeCard  reviewed  these  transactions  at  the 
time  and  deter-mined  disclosm-e  in  its  public  filings  was  neither 
necessary,  requir-ed,  nor  aj)pr'opriate,"  he  says.  But  a  for-mer 
Safecar-d  employee  says  pnr  handled  100  SafeCard  employees 
r-elocating  to  Jacksonville.  If  that  is  correct,  pnr  wonld  have 
ear-ned  more  than  $300,000. 

Kahn  was  spouting  increasingly  rosy  forecasts  for  revenue 
gr-owth  fi-om  new  products  and  acquisitions.  In  a  June,  1994, 
Wall  Street  Journal  article,  Kahn  r-aised  his  estimate  of  20% 
compoimded  annual  grovrth  over  the  next  sever-al  year's  to  30% 
growth  for  1995.  Then  in  September,  1994,  Kahn  told  analysts 
in  a  private  conference  call  to  expect  45%  gr-owth  in  the  next 
few  years,  according  to  a  transcript  of  the  teleconference. 
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MARCH  1995 

SafeCard  begins  marketing  Vatican 
artwork  reproductions  and  launches 
PGA  Tour  credit  card. 


APRIL  1995 

SafeCard  starts  Family 
Protection  Network. 

APRIL1995 

At  annual  meeting,  management 
fails  to  disclose  that  the  new 

products  are  falling  far 
short  of  its  expectations. 
Shareholders 
approve  Ideon 
Exchange  offer. 


A  NEW  COMPANY  THAT 
DREAMS  OF  THE  DAY  IT  Wil 
60  OUT  OF  BUSINESS,  i 


k  u  (oouicd  an 
1  Thf  fliM  itu 


Ideon 


st.nwlua.i,irii  U.  Ill  ,-J<liHi.n,  III.'  y.u.u: 
Prnicciion  :4«tvorh  vill  ofivr  niht 
\t't\iui;i  ibtl  Ui>{}  liilp  Umillis  l!> 

nl  nut  Hcutwc  ^Odiconc  hi*  i< 
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MAY  1995 

Company  announces  that 
response  to  PGA  Tour  card  and  FPN 
IS  "significantly  lower  than 
expected."  Stock  drops  44%. 
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Finance 


In  retro.spect, 
Kahn's  foi'ecasts 
looked  like  pie  in 
the  sky.  For  one 
tiling,  SafeCaixl  reported  only  a  $:^0  million  profit  for  the  fiscal 
yeai-  ended  Oct.  31,  1994,  (lown  oG%  ft-om  1993.  SafeCartl's 
overhead  had  expanded  72%,  to  $48  miUion.  Even  worse,  de- 
spite spending  $200  million  on  inai'keting  in  1998  and  1994,  the 
company  coiild  no  longer  add  enough  new  membei"s  to  fully  off- 
set the  annual  25%  loss  in  its  18  million  membership  base. 

More  distiu'bing,  the  $20  million  profit  was  a  fiction.  SafeCard 
was  amortizing  the  marketing  costs  of  acquiring  new  sub- 
scribers over  a  10-year  period.  But  because  it  was  losing  cus- 
tomers and  had  begim  to  spend  on  marketing  to  I'etain  them, 
vSafeCai'd  could  no  longer  justify  sti'etching  the  amoitization  out 

  that  long.  This  meant  that  the 

company  needed  to  vnite  down 
the  deferred  subscriber  acquisi- 
tion costs  of  $19.5  million  over  a 
much  shorter  jjeriod,  according  to  an  accoiuiting  e.xpert.  Indeed, 
a  March,  1995,  letter  fi'om  the  sec  shows  that  the  agency  had 
lieen  C(jiTesponding  with  SafeCai"d  about  shoitening  the  amor- 
tization jieriod  in  April,  1994. 

ACCOUNTING  TRICKS?  SafeCard  in  a  press  release  issued  on 
Dec.  14,  1994,  said  that  it  was  considering  changing  the  amor- 
tization jjeriod,  which  would  result  in  an  aftertax  chai'ge  of 
about  $45  million  (about  .$(i5  million  before  taxes).  On  Dec. 
22,  it  filed  the  same  infbmiation  in  an  S-K  with  the  SKC.  If  the 
comj^any  had  taken  the  hit  in  its  nomial  1994  fiscal  year,  end- 
ed Oct.  81,  it  would  have  showii  a  $25  million  loss — not  a  $20 
million  [jrofit.  But  SafeCard  would  use  a  clever  teehniciue  to 
recortl  the  wiite-off.  It  said  that  it  was  moving  the  end  of  its 
fiscal  year  from  Oct.  81  to  Dec.  81.  This  created  a  "stub"  peri- 
od, a  two-month  black  hole  that  was  not  part  of  1994  or  1995. 

And  indeed,  on  Jan.  25,  1995,  the  company  annoimced  that  a 
$65  million  pretax  chai'ge  fi-om  the  change  would  be  recorded  in 
this  two-month  transition  peii(Ml.  But  only  six  days  before, 
on  Jan.  19,  SafeCai-d  had  filed  a  10-K  with  the  sf;c  detailing  its 
results  for  the  fiscal  year  ended  Oct.  81,  1994 — without  taking 
the  writeoff.  Is  it  likely  that  the  company  knew  on  Jan.  19  that 
it  would  be  maldng  the  change?  If  it  did  know,  why  didn't  it  in- 
clude the  $65  milhon  charge  in  the  10-K?  "You  have  to  ask 
youi'self,  who  knew  what  when,"  says  Abe  Mastbaum,  senior 


vice-president  of  American  Securities  lp  and  an  account 
expert.  The  company's  annual  report  sent  to  shareholders 
February,  1995,  dated  Jan.  25,  made  no  mention  of  eit 
change.  Tlie  company,  in  a  Feb.  9  press  release,  reported  a  1 
of  $49.9  million  for  the  two-month  period  and  filed  a  10-Q 
porting  the  loss  on  Feb.  18. 

SafeCai'd's  accoimtants  say  that  "Piice  Waterhouse  LLP  o 
ducted  its  work  for  SafeCard  Services  Inc.  according  to 
highest  professional  standards  and  stands  behind  its  wc 
without  reservation."  Mahoney,  Adams  &  Criser,  the  Ja^ 
sonville  (Fla.)  law  fu-m  that  was  Saf'eCard's  principal  couni 
says  "the  allegations  that  Mahoney  Adams  engaged  in  wroi 
doing  are  false  and  are  categorically  rejected." 

The  stub  technique  only  postponed  public  knowledge  ab( 
the  inevitable  deterioration  of  the  core  business.  SafeC: 
needed  profits — and  fast.  In  late  1994,  Kalm  began  pushing  t 
new  products.  The  fii'st  was  a  credit  cai'd  geared  to  golfe 
Car'd  members  linked  with  the  pga  Tour  Partners,  a  golf 
ganization,  would  get  a  vaiiety  of  golf-related  perks,  such  as 
cess  to  H  ;a  Toiu-  events.  Ivalin's  goal  as  of  Januaiy,  1995,  was 
start  in  March,  1995,  with  80,000  members,  quickly  expandi 
the  number  to  500,000  and  to  1  million. 

Tlie  second  new  product — the  Family  Pi'otection  Network 
was,  to  be  kind,  bizan-e.  For-  $250  per  year,  parents  could  n 
istei-  infonnation  about  theii'  childi*en  with  SafeCard.  If  a  ch 
was  reported  missing,  a  SafeCaitl  SWAT  team  of  ex-military  a 
law  enforcement  experts  would  be  dispatched  forthwith 
.seai-ch  for  the  child.  No  cost  would  be  spiu'ed:  An  FPN  press 
lease  promised  "search  dogs . . .  police  artists . . .  and  even  he 
cojitei-s  with  thermogi'ajjhic  capability." 

The  company  spent  about  $1(X)  million  and  hired  more  th 
8(K)  employees  to  launch  the  ventiu'es,  according  to  financial 
ings  and  company  rec(jrds.  But  within  a  few  months,  it  w 
cleai-  both  ventm-es  would  be  spectaculai'  faUiU'es.  The  fii'st  m 
ing  for  the  golf  card  went  out  in  mid-March,  1995.  By  Apr. 
fewer  than  5,000  iieojile  had  em-olled,  anil  they  chai'ged  on 
$198,025.  In  March,  1995,  the  company  had  budgeted,  throuj 
the  end  of  April,  174,000  customers  with  credit-cai'd  charges 
$i;)  million,  according  to  internal  company  reports  and  Spin 

Fi'N  was  an  even  bigger  dud.  Stalling  on  Apr.  10,  19£ 
and  ending  on  Apr.  27,  SafeCai'd  mailed  1.2  inilHon  solicitatioi 
On  May  8,  an  additional  ;KiO,000  were  mailed  out,  supported  1 
piint  and  tv  advertising.  The  result:  By  May  16,  only  3,525  e 
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f  you  want  to  know  what 
the  future  holds  in  data 
storage  management,  don't 
consult  a  fortune-teller. 
Consult  a  visionary. 

At  Symbios  Logic, 
we've  quietly  been 
shaping  the  future  of 
data  storage  management 
for  nearly  20  years  now. 
And  we  have  more  than 
500  patents  worldwide  to 
show  for  it. 

Our  data  storage  management 
expertise  spans  from  integrated 
circuits  to  boards  to  software  to 
complete  RAID  storage  systems. 
In  fact,  we  invented  the  first  SCSI 
protocol  chip  (which  is  now  in  the 
Smithsonian  Institution),  the  first  OEM 
RAID  chipset,  and  the  first  RAID  Fibre  Channel 
storage  system.  We're  the  world  leader  in  SCSI 
devices  sold  and  third  in  OEM  RAID  storage  systems. 

We  also  sit  on  the  industry  committees  that  guide  the  development  of 
storage  standards,  including  SCSI,  RAID,  Fibre  Channel  and  IiO.  When  the 
future  of  storage  management  is  at  stake,  we  have  something  to  say  about  it. 

Call  1-800-856-3093  for  company  and  product  information,  or  visit 
www.symbios.com/bw.htm.  When  you're  searching  for  storage 
management  leadership,  look  closely  at  Symbios  Logic.  Very  closely. 


svmBios 


LOG 


The  Storage  Connection 


I  1997  Symbios  Logic  Inc.  Symbios  Logic  is  a  irademarls  of  Symbios  Logic  Inc 


THE  INTERNET  IS^CR^EAIVII N 
TAKE  ME,  USE  ME, 
ME^OK,YOU  CAPITALIST,  YOUR 
NEW  OFFICE  SUITE  HAS  ARRIVED 


T INTRODUCING  SMARTSUITE*  97.  Here's  the  first  office  suite  specifically  designed 
to  milk  the  Web  for  all  It's  worth.  SmartSulte  97  isn't  just  about  creating  nifty  memos  and 
spreadsheets.  It's  about  being  able  to  tap  the  power  of  the  Internet  while  working  inside 
your  familiar  applications.  And  it's  about  using  this  power  to  gain  a  real  business  advantage. 

STARTING  WITH  A  NEW  WEB-TUNED  LOTUS  l-2-3*97.  With  1  2  3  97,  you  can 

use  the  Internet  to  do  some  serious  work.  Grab  the  most  current  exchange  rates  for  your 
expense  reports,  for  instance,  live  from  the  Internet.  Or  publish  your  latest  sales  forecasts 
directly  to  a  Lotus  Notes®  database  and  onto  the  company  intranet.  Being  so  closely  tied 
to  the  Web,  Lotus  1-2-3  (like  all  SmartSulte  applications)  allows  you  to  work  hand-in-hand 
with  people  whose  hands  are  literally  thousands  of  miles  away. 

And  SmartSulte  97  makes  it  easy  to  stay  organized  while  you're  staying  up-to-date.  The 
Lotus  SmartCenter™  allows  you  to  customize  a  set  of  drawers  where  you  can  stash  all  your 
sources  of  information,  applications  and  files.  You  can  use  the  SmartCenter  Internet  drawer 
to  get  live  access  to  news,  weather,  stock  prices  and  more,  all  straight  off  the  Web. 

So  as  the  Internet  stands  before  you,  waving  its  opportunities  in  a  most  provocative  manner, 
don't  just  sit  there.  Put  it  to  work.  SmartSuite  is  now  included  with  IBM®AptivarThinkPad™ 
and  PC  desktops,  as  well  as  select  Acer*  systems  and  AST®  Advantage  PCs.  To  receive  your 
free  SmartSuite97  Trial  CD,  call  1-800-TRADE-tJP,  ext.  C862,  or  visit  www. lotus. com. 


SMARTSUITE. 97 


spreadstieel 
WORD  PRO 
word  processor 
APPROACH 
database 
FREELANCE  GRAPHICS 
presentalion  graphics 
ORGANIZER- 
time  management 

SCREENCAM 
multimedia  tool 


Lotus. 


Working  Together 


Veisio«s  «l  SmailSuile  ait  available  loi  WimIms'  95.  Hmmi  3 1  and  OS/2*  In  Canada,  call  1  800  tO  LOIOS  ©1997  Idlds  Oeieldpufnl  Coipoialion,  Sb  Cjmtiiidge  Paik»3i,  Canbiidge,  M»  021«  All  njlits  resmed  Idtus,  loliis  SmsilSDile.  1-2-3.  iDlns  Noles,  Woid  Pio,  Appipach, 

Fieelancp  Graphicv  Oiganiiei,  Scu-pnCain  and  Wnitmg  Irpgelhei  aip  rp£i',lerprf  Iiailem.Kt',  ^nd  SmjilCeilpr  .3nd  Wufk  Ihe  Web  aie  Iiademaiks  ot  Lnir,  OevPkipmeni  [mp  All  elhei  company  and  product  names  aie  legisleied  Irademaiks  or  Iraderrarks  ol  Itieir  respeclive  companies 


SafeCard  posts  a  $4.7  million  profit 
for  fourth  quarter  ended  Dec.  31, 
1995,  by  reversing  some  second- 
and  third-quarter  write-offs,  alleges 
shareholder  suit. 


FOR 
SALE 


JANUARY1996 

SafeCard  hires 
Lazard  Freres  &  Co 
to  shop  the 
company. 


Company  announces  it  is 
discontinuing  FPN  and  scaling  back 
PGA  Tour  card.  Dilenschneider  and 
Miller  form  board  committee  that 
takes  over  management  control  of 
the  company. 

SEPTEMBER  1995 

Halmos  begins  soliciting  CUC 
International  to  acquire  SafeCard. 


FEBRUARY1996 

Board  ousts  Kahn,  paying  severanc 
of  $2.3  million. 

mnm  is% 

cue  announces  agreement  to  buy 
company  for  $375  million.  Sets  u 
a  $125  million  reserve  to  settle 
Halmos  and  class-action  litigation. 


ttison,  i 


EUGENE  MILLER, 
FORMER  SAFECARD 
DIRECTOR 


AUGUST1996 

cue  completes 
purchase  of  SafeCard. 


Finance 


rollment  kits  were  requested  from  the  company,  and  only  14 
people  ponied  up  the  $250.  Total  revenue:  $3,500. 

In  contrast  to  these  results,  at  an  Apr  11  confei'ence  call 
with  investoi-s  and  analysts,  Kalm  told  analysts  that  ffn  would 
exceed  a  20%  aftertax  retiuTi  and  1995  eaiTiings  would  be  60<? 
to  80(2  a  share.  Spink,  who  was  responsible  for  compiling  daily 
computer  reports  to  senior  management  foi-  the  P(;a  Toiu-  and 
FPN  projects,  says  he  talked  to  Kalin  almost  daily  beginning  on 
Apr.  20,  1995,  and  warned  him  KPN  was  bombing.  By  Apr  25, 
only  28(i  people  had  sought  em-olbnent  infonnation,  and  FPN  did- 
n't have  a  single  paying  customer,  according  to  internal  records. 
"It  was  a  known,  iiTevocable  certainty  within  the  company  at 
the  time  of  the  Apr  27,  1995,  annual  meeting  that  the  compa- 
ny would  report  massive  losses  for  1995  due  to  the  complete 
failui-e  of  the  pga  Toui"  and  fpn  business  laimches,"  says  Spink. 

At  an  Apr.  27  annual  meet- 
ing, however,  Kahn  glossed 
over  the  P(;a  Tour  and  fpn 
products.  Even  liinting  at  the 
probable  debacle  of  its  highly  publicized  new  products  at  the 
meeting  could  have  derailed  SafeCard's  plans.  It  was  asking 
shareholders  to  approve  an  exchange  offer  that  would  allow  it 
to  vastly  expand  by  issuing  new  stock  for  acc|uisitions  and  to 
change  its  name  to  Ideon  Group  Inc. 

Kahn  denies  that  he  withlield  bad  news  from  shareholdei-s  or 
that  he  talked  to  Spink  daily.  He  says  it  wasn't  until  much  lat- 
er that  he  knew  of  fpn  and  PCA  Tour's  woes.  "Why  should  I 
stand  u\)  at  a  public  meeting  saying  it's  great  if  it  wasn't?"  says 
Kahn.  As  for  the  issue  of  wliat  the  directors  knew,  Thomson 
says:  "The  directors  did  not  have  access  to  that  information." 

The  exchange  offer  was  apjjroved  ovei-whelmingly.  But  on 
May  24,  SafeCard's  stock  began  to  plimge.  Tlie  company  issued 
a  press  release  on  May  25,  stating  that  its  eai-nings  jirojections 
"will  not  be  achieved."  By  May  26,  SafeCaixl  was  down  44%  for 
the  week,  its  shares  closing  at  TA. 

With  the  company  in  a  downwai'd  spiral,  some  board  mem- 
bers became  concerned  about  legal  liability  and  wanted  out,  say 
two  dii'ectoi-s.  The  company's  cash  was  dwindling  fast,  (bopping 
to  less  than  $50  million  in  the  fall  of  1995,  says  Kahn.  FPN  was 
sliut  tlown  in  June,  1995,  and  in  September,  p<;a  Toui-  was  tak- 
en over  by  SunTrust  Banks  Inc.  Tlie  Vatican  project  was  end- 
ed in  mid-1996.  The  two  dismal  failm-es,  plus  the  Vatican  pro- 
jpct.  racked  up  $95  million  in  operating  losses  for  1994  and  1995. 
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On  Feb.  6,  1996,  Kahn  was  ousted  with  a  severance  packaj 
SafeCard  had  officially  put  itself  on  the  block  on  Jan.  : 
1996,  when  it  retained  Lazai'd  Freres  &  Co.  In  fact,  the  boa 
had  been  looking  for  a  buyer  since  the  fall  of  1995.  Also  tryi  ^^ 
to  sell  the  company  were  Halmos  and  some  SafeCard  shai 
holders.  In  September,  1995,  they  approached  SafeCai'd's  ch  | 
competitoi',  cue  International,  a  Stamford  (Conn.)  dire( 
mai'keting  giant  with  $1  billion  in  sales.  SafeCaixl,  after  all,  s 
boasted  12  million  customers. 

STOCK  SWAP.  At  the  same  time,  SafeCaixl  reported  $4.7  milli 
in  profits  for  the  foiuth  quarter  of  1995.  But  one  charge  in  t 
Mai:  .'^1  filing  is  that  SafeCaixl  used  fraudulent  accounting  to 
so.  SafeCaixl  wi'ote  off  $45  million  foi-  the  fu'st  nine  months 
1995  for  restiiictiuing  costs  associated  vdth  the  new-produc 
debacle.  Some  of  the  wiite-offs  were  legitimate,  Spink  says.  W 
millions  of  dollars  were  for  lease  payments,  equipment  still 
use,  and  salaiies  of  people  who  still  worked  for  the  companyf-^j 
which  should  not  be  wiitten  off  under  generally  accepted  a  ^ 
counting  iiiles,  says  Spink.  Tlien,  SafeCard  allegedly  revers^ 
some  of  the  wiite-offs  and  booked  the  excess  as  income. 

Moreover,  says  Spink,  ongoing  operational  costs  in  the  four| 
quarter,  including  salaries  for  current  employees,  were  p' 
into  the  restnictming  resei-ves,  thus  reducing  cuiTent  expenjj 
es.  Spink  says  he  told  his  superiors  and  Price  Waterhc 
that  the  resei-ves  were  improper,  but  they  ignored  him.  cil 
says:  "We  have  no  reason  to  believe  that  any  questionabjj 
accounting  occiured."  Price  Waterhouse  stands  by  its  work. 

On  Apr.  17,  1996,  cue  announced  a  deal  to  buy  SafeCard 
a  stock  swap  valued  at  $13.50  per  shai'e.  SafeCaixl  cUi-ectors  g] 
what  they  wanted  in  order  to  put  SafeCard  behind  them:  i 
demnification  against  lawsuits.  Dilenschneider  alone  maCj 
.$450,000  by  exercising  his  options.  ' 

The  SafeCard  stoiy  is  not  over,  cue  CEO  Walter  A.  Forbiji 
and  Halmos  reached  a  handshake  agi-eement  in  Januai-y,  199j 
to  settle  Halmos'  suits  against  SafeCard,  says  Halmos.  Yi 
months  of  negotiations  between  Forbes  and  Halmos  have  be( 
fiTiitless.  cue  set  aside  $125  million  in  1996  to  cover  SafeCai 
litigation.  If  the  negotiations  don't  pan  out,  Halmos  will  get  h 
day  in  court  on  Sept.  2.  Then  it  will  be  up  to  a  jury  to  decic 
if  SafeCard's  ceo,  directors,  and  their  advisers  caused  tl 
downfall  of  what  was  once  a  cash  cow. 

By  Miclmel  Schroeder  in  Washington  and  Leah  Nathan 
Spiro  in  New  York 
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[HAT  BROKERS  ARE 
HE  BANKS  AFTER? 

eorge  Salem  is  an  analyst  who  pre- 
I  dieted  a  number  of  the  big  bank 
Tgers.  Salem  is  still  watching  the 
iks,  but  this  time  he  sees  them  not 
targets  but  as  suitors.  Now  at  New 
rk  investment  bank  Gerard  Klauer 
ittison,  Salem  says  many  commer- 
1  banks  have  investment  banks  and 
)kerages  "high  on  their  acquisition 
s."  Banks  must  move  quickly  or  risk 
Jig  shut  out  of  this  line  of  business, 
)ecially  the  booming  market  for  ini- 
1  public  offerings. 

With  the  recent  deals  between  Mor- 

I  Stanley  and  Dean  Witter  Discover 
i  between  Bankers  Trust  and  Alex, 
own,  securities  firms  are  now  "heav- 
in  play,"  notes  Salem.  At  the  top  of 
lem's  picks  of  brokers  he  thinks  are 
npelling  takeovers:  Lehman  Brothers 
tidings  (leh)  and  Donaldson,  Lufkin 
Jenrette  (dlj). 

Rumors  have  swirled  that  Lehman 

II  be  the  next  prey.  When  Lehman 
s  first  mentioned  in  this  column  as  a 
•get  (BW— Sept.  30),  the  stock  was 
21.  It  has  since  reached  S2yi,  after 
ting  a  high  of  37  in  mid-February.  In 
-akeover,  Lehman  is  worth  45,  ana- 
ts  figure.  Who's  stalking  Lehman? 
Salem  thinks  the  most  likely  buyer 

is  Chase  Manhat- 
THE  CHASE        tan.  Lehman  is  a 
COULD  BE  ON       nice  fit  for  Chase, 
says  Salem,  be- 
cause of  Lehman's 
prowess  in  raising 
capital  through 
securities  under- 
writing, merchant 
banking,  asset 
management,  and 
trading.  These 
are  fields  where 
Chase  needs  help, 
he    adds.  Also 
rumored   to  be 
interested  in  Leh- 
man is  J.  P.  Mor- 
n.  Salem,  however,  puts  a  low  prob- 
ility  on  that  happening. 
He  thinks  that  J.  P.  Morgan's  target 
aid  well  be  Donaldson,  an  integi'ated 
/estment  and  merchant  bank  whose 
Ql  and  competence  in  equity  under- 
■iting  and  junk-bond  operations  are 
most  attractive  assets.  Donaldson 
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shares  spiked  up 
from  37  a  share 
in  early  February 
to  47  by  mid-Feb- 
ruary and  then 
slumped  back 
down  to  37  when 
the  disappoint- 
ment set  in — as 
the  prospect  of 
being  taken  over 
seemed  to  fade 
from  the  picture. 
In  recent  days, 
the  stock  has 
moved  up  again, 
to  nearly  39.  In  a 
buyout,  analysts 
figure  Donaldson  is  worth  about  50. 


SPARKLERS  IN  THE 
NAMIBIAN  SEABED 

Who  loves  diamonds?  The  Street 
gave  a  tepid  response  to  Namibian 
Minerals  (nmcof),  a  prospector  for  dia- 
monds off  the  coast  of  South  Africa  and 
Namibia.  On  Apr.  1,  the  stock  opened 
on  the  NASDAQ  at  4  a  share — and  has 
scarcely  budged.  Part  of  the  problem: 
The  Bre-X  scandal  in  Indonesia  has 
spread  fear  about  government  mining 
contracts.  As  a  result,  investors  have 
gone  sour  on  mining  issues. 

But  some  pros  see  potential.  "This  is 
the  time  to  buy,  before  Namibian  starts 
mining  in  September,"  says  a  New  York 
money  manager.  Namibia's  government 
granted  the  company  a  15-year  license 
to  mine  some  of  the  estimated  2.9  mil- 
lion carats  of  diamonds  lying  in  the 
seabed.  'This  tiny  London  company  is  a 
pure  play  in  diamonds  and  their  huge 
earnings-growth  potential." 

In  its  initial  exploration,  Namibian 
identified  3  million  cai"ats  that  are  95% 
gem  quality,  valued  at  $200  per  carat. 
De  Beers  Consolidated  Mines,  of  South 
Africa,  is  the  only  other  company  H- 
censed — and  already  mining — in  the 
region.  In  1996,  De  Beers  recovered 
650,000  carats,  worth  $340  per  carat. 

"The  concession  areas  are  in  close 
proximity  to  areas  of  historic  offshore 
diamond  production  by  De  Beers  and 
Ocean  Diamond  Mining  Holdings," 
notes  analyst  Jonathan  Challis  of  Ivan- 
hoe  Capital,  in  London.  Challis  says 
Namibian  is  trying  to  secure  a  number 
of  projects  in  Angola,  which  contains 
some  12%  of  the  world's  gem  deposits. 
Namibian  already  has  acquired  a  42.5% 
stake  in  three  diamond  concessions  in 


Angola  and  also  has  licenses  in  Zaire. 

A  Dresser  Industries  subsidiary, 
Subsea  Offshore,  which  owns  the 
"largest  and  most  sophisticated  remote- 
controlled  underwater  vehicle  fleet  in 
the  world,"  is  developing  an  underwa- 
ter mining  system  for  Namibian,  says 
Alastair  Holberton,  ceo  of  Namibian. 

"Next  year  will  be  our  first  full  year 
of  production,"  he  says.  Holberton  ex- 
pects revenues  of  $33  million  and  a 
loss  of  $10  milUon.  "De  Beers  has  al- 
ready approached  us  with  an  offer  to 
buy  the  diamonds  we  can  produce." 

WHEN  INSIDERS 
BAIL  OUT  

Insider  selling  can  be  hazardous  to  a 
stock.  At  Transaction  Systems  Ar- 
chitects (tsai),  the  price  suffered  when 
initial  venture-capital  investors  sold 
800,000  shares  in  February — after  the 
expiration  of  the  three-year  no-selling 
period.  The  stock  tumbled  from  46  to 
26.  Transaction  Systems  makes  soft- 
ware to  process  transactions  involving 
credit  and  debit  cards,  checks,  and  au- 
tomated teller  machines. 

Its  stock  has 
edged  up  to  29  as  A  SPOT  TO 
buyers  stepped  in.  WCK  OP  CASH? 
The  management 
team,  however, 
didn't  sell.  In 
fact,  some  officers 
bought  options  for 
a  further  1  million 
shares,  vesting  in 
four  years.  "That 
indicates  confi- 
dence in  the  busi- 
ness," notes  Gold- 
man Sachs  analyst 
Gregory  (Jould. 

Transaction  is  a 
direct  beneficiary, 
he  explains,  of  the  shift  toward  elec- 
tronic forms  of  commerce.  It  benefits 
from  any  electronic  request  for  cash, 
whether  it's  from  an  atm  or  a  debit 
terminal.  Gould  says  the  company  is  a 
leader  in  a  growth  business:  atm  trans- 
actions are  expected  to  grow  15%  to 
20%  worldwide  over  the  next  few 
years.  The  use  of  debit  cards  is  ex- 
pected to  jump  30%  to  50%,  and  cred- 
it cards  about  155%,  he  notes. 

Gould  figures  Transaction  will  earn 
75<z  a  share  for  the  year  ending  Sept. 
30,  1997,  and  95^  in  1998,  vs.  last  year's 
590.  His  target  for  the  price:  38  in  a 
year,  based  on  a  30%  growth  rate. 


50  r— 


APR.  15,  '97 


OAtA  BLOOMBERG  FINANCIAL  MARKETS 


BUSINESS  WEEK  /  APRIL  28.  1997  77 


Joy,  as  in  fun  to  drive. 
Stick,  as  in  Dodge 
Stratus '  available 
AutoSticl^  transmission. 
AutoStick  is  an  automatic 
transmission  that  can  be  shifted 
like  a  manual.  But  since  AutoStick 
works  without  a  clutch,  you 
work  less  and  play 
more. 


Drop  Stratus '  gear  selector  into 
AutoStick  mode  and  you  're  in 
control.  Push  it  one  way  to 
upshift,  the  other  way  to 
downshift.  Hold  gears  longer 
for  better  acceleration, 
use  the  engine  for 
braking,  or  knock  it 
down  a  gear  to  set 
up  for  that  next 
comer  In  brief:  enjoy. 

Of  course  Stratus 
offers  a  lot  of  other  good  stuff 
to  help  keep  the  adrenaline 
level  up.  Like  race-bred, 
modified  double-wishbone 
suspension,  the  road- 
holding  stability 
of  cab-forward 
design  and  a 
2.5  liter 
six-cylinder 


engine  that  is  included  on  all 
AutoStick-equipped  models. 

That's  a  lot  to  like.  In 
fact.  Stratus  is  so  likeable  that 
in  J.D.  Power  and  Associates 
latest  APEAL  Study", 
Stratus  tied  as  the 
''Most  Appealing 
Entry  Mid-Size 
Car."*  Stratus 
comes  complete  and 
ready  to  play.  Joystick 
not  required,  but  highly 
recommended. 

To  learn  more  about 
Dodge  Stratus,  call 
1-800-4-A-DODGE  or 
visit  our  Web  site  at 
http://www.  4adodge.  com 
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Dotl,^e  i\  ihe  official  vehicle  of  I  lie  Skip  Barber  Driving  School 


msumer  responses.    Always  wear  your  seat  belt. 


Stratus  MThe  New  Dodge 


It's  still  the  king  of 
networking,  but 
now  the  field  has 
turned  brutal 


It's  the  stuff  of  nightmai-es  for  John 
T.  Chambers,  ceo  of  networking 
giant  Cisco  Systems  Inc.  When 
longtime  customer  Apex  Global  In- 
formation Services,  the  nation's 
fourth-largest  carrier  of  Internet 
traffic,  decided  to  beef  up  its  equip- 
ment, it  looked  over  Cisco's  products 
last  year  and  found  they  just  weren't 
fast  enough.  So  agis,  in  Dearborn,  Mich., 
spent  $10  million  on  equipment  from 
two  rivals.  "We  needed  something  that 
could  move  the  bits  fast,"  says  agis 
President  Phil  Lawlor. 

Ouch.  For  more  than  a  decade,  Cisco 
has  prided  itself  on  making  the  best 
products  for  moving  trillions  of  bits  per 


LOv^EH  C«OWTH  After 

a  network-equipment  buying  spree, 
customers  are  slowing  purchases  to 
digest  what  they've  bought. 
Europe,  accounting  for  29%  of  rev- 
enues, is  sluggish.  And  Cisco  is 
losing  market  share  in  Japan, 
which  makes  up  9%  of  sales. 


CISCO'S 
MANY 

CHAUEN6ES 


LATt  PflOetlCTS  Cisco  is  up  to 
12  months  late  on  major  upgrades 
of  its  routers  and  switches,  giving 
competitors  a  leg  up. 

RfVAL  jmammjO^S  Nimble 
rivals  are  delivering  innovative 
products,  such  as  router-switch 
combos,  threatening  Cisco's  core 
router  business. 

OWE-STOf»  Many  big 

customers  now  want  one  supplier 
for  all  their  networking  gear.  That 
can  help  Cisco,  but  it  drags  out 
the  selection  process. 

TlMFWAflS  Buying  15  network 
hardware  and  software  companies 
in  the  past  three  years  boosted  Cis- 
co's product  line.  But  disparate 
staffs  and  technologies  are  not 
working  together  enough,  creating 
factions  and  internal  disputes. 


day  over  the  Internet 
and  corporate  net- 
works. Thanks  to 
Chambers'  seemingly 
flawless  management, 
slick  salesmanship, 
and  a  scorching  series 
of  acquisitions — 15 
companies  snapped 
up  in  the  past  three 
years— Cisco  has 
gone  from  relative 
obscurity  to  computer 
industry  stardom.  But 
bad  news  like  the 
AGIS  deal  is  starting 
to  pile  up  on  Cisco, 
and  Wall  Street  is 
losing  its  taste  for 
the  stock.  After  peak- 
ing at  75'A  on  Jan  21, 
Cisco  shares  have 
fallen  34%,  including 
a  gut-wrenching  6% 
on  Apr.  15. 

Until  now,  though, 
Cisco  has  been  on  an 
amazing  upward  tra- 
jectory. Since  1993,  its  sales  have  grown 
an  average  80%  a  year,  to  $4.1  billion  in 
1996,  with  earnings  doubling  last  year, 
to  $913  million.  Today,  the  Silicon  Valley 


company  suppUes  85%  of  the  Internet's 
so-called  routers,  the  plumbing  that  di- 
rects data  across  the  Web.  That  has 
made  it  the  undisputed  king  of  net- 
working equipment  and  one  of  the  troi- 
ka that  sets  the  industry's  agenda:  Cis- 
co is  to  the  Information  Highway  what 
Microsoft  Corp.  is  to  software  and  Intel 
Corp.  is  to  computer  chips. 

The  stock  had  been  no  less  amazing. 
Its  fivefold  increase  since  1993,  from  9K 
to  50,  has  pushed  Cisco's  market  capi- 
talization to  $32  bilhon,  making  it  the 
third-largest  on  the  technology-rich 
NASDAQ  exchange,  right  behind  Intel 
and  Microsoft.  Says  analyst  Luke  T. 
Szymczak  of  Prudential  Securities  Inc.: 
"Pick  your  favorite  multinational,  and 
Cisco's  growth  rates  look  astonishing 
by  comparison." 

NEW  GORILLAS.  But  now,  Cisco  is  earth- 
bound.  In  the  past  few  months  Cisco, 
the  seemingly  unstoppable  growth  en- 
gine, has  begun  to  sputter.  Its  routers 
are  running  out  of  gas,  and  it's  late  to 
market  with  crucial  new  products  that 
would  help  Cisco  keep  up  with  the  pack. 
Experts  say  quarter-by-quarter  sales 
growth  is  slovidng  to  the  lowest  level 
in  the  company's  13-year  history  And 
now,  Cisco  faces  a  battery  of  scrappy 
challengers  that  threaten  the  very  heart 
of  its  networking  business. 

In  just  the  past  two  months,  Cisco 
ceased  being  the  only  800-pound  gorilla 
in  networking.  The  proposed  $6.3  billion 
merger  of  networking  supplier  3Com 
Corp.  and  modem  king  U.  S.  Robotics 
Corp.  would  create  a  rival  nearly  as  big 
as  Cisco — and  with  a  broader  product 
hne.  The  Mar.  30  announcement  of  the 
$3  billion  merger  of  two  other  Cisco  ri- 
vals. Ascend  Communications  Inc.  and 
Cascade  Communications  Corp.,  wiU  pose 
formidable  competition  in  the  fast-grow- 
ing Internet  equipment  market. 

Cisco's  travails  don't  stop  there.  Just 
as  the  competition  is  bulking  up,  the 
company's  delay  in  delivering  speedier 
routers  is  giving  nimblei-  rivals  a  chance 
to  pick  off  customers.  To  Cisco's  dis- 
may, AGIS  isn't  the  only  Internet  canier 
switching  to  gear  from  such  competi- 
tors as  Ascend  and  Cascade — add.MCi 
Communications,  uunet,  and  Savvis 
Communications.  "Cisco,"  says  analyst 
Don  Miller  of  Dataquest  Inc.,  "has  been 
caught  napping  in  development." 

All  this,  mind  you,  looms  over  Cisco 
just  as  networking  technology  is  going 
through  a  sweeping  change.  For  years, 
routers  have  been  the  mainstay  of  net- 
working. These  vcR-size  boxes,  costing 
anywhere  from  $1,000  to  $100,000  or 
more,  translate  chunks  of  data  among  a 
dozen  networking  languages  so  they  can 
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Compaq  is  leading  the 


MOVEMENT  TO  INDUSTRY- STANDARD 


ENTERPRISE  COMPUTING.  ^ 


We  HAVE  THE  CHAMPAGNE  CORKS 


TO  PROVE  IT. 


Rcccntlv,  Compaq  shipped  its  one -millionth  server.  For  one  brief  momfent,  the 
people  of  Compaq  celebrated  a  \  ision  that,  in  se\en  short  years,  has  become  a  movement. 

Each  day,  more  organizations  are  trusting  our  PC-based 
solutions  as  the  lifeline  to  their  mission-critical  information.  To 
the  point  w  here  today,  more  industry-standard  Compaq  servers 
have  been  sold  than  those  manufactured  by  IBM,  Hewlett-Packard 
and  Digital  combined!  Compaq  servers  consistently  set  new 
benchmarks  by  offering  the  best  price /performance,  scalability, 
fault  tolerance  and  manageability. 

In  the  future,  our  continued  partnerships  with  compa- 
nies like  Intel,  Microsoft,  Novell  and  SAP  will  ensure  our  ability 
to  offer  innovative,  complete  solutions  to  growing  enterprises. 
Something  definitely  worth  celebrating. 


Information  Processing 


be  whisked  along  the  wires.  And  routers 
are  smart.  They  examine  each  piece  of 
data  before  figuring  out  the  best  way  to 
get  it  to  its  destination,  much  Uke  an 
air-traffic  controller  guiding  jumbo  jets 
to  different  roinways.  But  now,  less  ex- 
pensive devices,  known  as  switches,  are 
gaining  popularity.  Switches  don't  take 
the  time  to  examine  data,  and  instead 
zip  info  along  5  to  10  times  faster  than 
routers.  It's  like  the  difference  between 
an  operator-assisted  call  (routers)  and 
direct  diahng  (switches). 
UNLIKELY  TRANSPLANT.  That  could  eat 
into  Cisco's  biggest  fcanchise.  Aware  of 
the  danger,  Cisco  bought  up  a  handful 
of  svntching  companies  and  took  the  lead 
in  that  $6.6  billion  market  last  year.  But 
its  26%  share  in  switches  is  nowhere 
near  as  big  or  as  defensible  as  its  58% 
share  of  the  router  market,  where  its 
next-biggest  rival.  Bay  Networks  Inc., 
has  just  a  13%  share.  "The  good  news  is 
that  Cisco  owns  the  largest  shai-e  in  rout- 
ing," says  Tarn  Dell'Oro,  president  of 
mai'ket  researcher  Dell'Oro  CJroup  in  Por- 
tola  Valley,  Calif.  "The  bad  news  is  the 
market  is  shifting  away  from  routing." 
Sales  may  ah-eady  be  shpping  from 


their  heady  rates 

of  growth.  On  May   Qy  A 

6,  analysts  expect  _ 

Cisco  "will  report  ROLLER 

quarterly  results  aaACTCD 

that    show    rev-   UU AO  I  Ell 

enues  rising  52% 

over  the  same  period  a  yeai"  ago.  Sounds 
good,  except  that  in  the  past  thi'ee  years, 
sales  shot  up  76%  to  92%  this  quarter 
What's  more,  growth  over  the  January 
quarter  will  be  a  meager  5%,  vs.  earUer 
sequential  jumps  of  9%  to  19%.  For  the 
yeai".  Prudential  Secuiities  predicts  sales 
will  be  up  59%,  to  $6.5  billion— still 
strong,  but  a  significant  drop  from  the 
80%  rates  of  the  past. 

Suddenly,  the  question  is:  Can  Cham- 
bers keep  Cisco  on  top?  An  unlikely 
transplant  from  industry  stalwarts  IBM 
and  Wang  Laboratories  Inc.,  he  has 
adroitly  bought  his  way  out  of  past  po- 
tential jams  and  into  a  leading  position 
through  one  acquisition  after  another 
This  year,  in  fact.  Chambers  says  he 
will  add  another  8  to  12  companies  to 
Cisco's  armada.  But  there  are  few  big- 
gies left  to  buy,  and  experts  question 
whether  this  tactic  will  be  enough.  "Cis- 
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CO  is  like  a  great  white  shark,"  sa; 
Michael  Zadikian,  a  former  Cisco  m: 
ager  who  is  now  a  vice-president  at  n^y, 
working  startup  Sourcecom  Corp.  "Bi 
there  aren't  a  lot  of  big  chunks  of  me|jj  jf'y 
floating  around  to  feed  on.  And  theiL  pjjg 
are  a  lot  of  little  sharks  gatheriri'jifjjj 
around  to  attack  it."  l^^j  fj 

Chambers  doesn't  see  it  this  way.  ' 
blames  the  slowdown,  in  part,  on  thinj 
he  can't  control,  such  as  the  strong  do  JJi 
lar  and  weak  economies  in  Japan  an 
Europe — regions  that  accounted  for  38' 


NETSPEAK  FOR  DUMMIES 


iciest 


met  SI 


Network  nerds  don't  talk  like  other 
people — or  even  like  other  com- 
puter nerds.  Spend  an  afternoon 
with  your  data  communications  guru, 
and  before  long  you'll  be  hearing  about 
protocols,  the  physical  layer,  latency, 
link  redundancy,  and  gigabit  God- 
knows-what.  To  get  a  grip  on  all  this,  it 
helps  to  have  a  PhD  in  ^^^mmmmmmm 
computer  science.  But  CAIIR 
if  you  just  want  to  rUUIl 
know  how  your  E-mail 
gets  from  point  A  to 
point  B,  it's  not  all 
that  complicated. 

Start  with  the  local- 
area  network  (LAN)  in  your  office.  More 
Hkely  than  not,  you're  using  a  standard 
configuration  called  Ethernet,  which 
was  developed  at  Xerox'  Palo  Alto  Re- 
search Center  in  the  early  1970s.  About 
100  milhon  Ethernet  "nodes"  have  been 
installed  worldwide.  And  they  all  use 
the  same  tricks  to  move  bits  of  data. 
TRAFFIC  COP.  To  communicate,  comput- 
ers on  an  Ethernet  network  break  mes- 
sages into  bite-size  "packets"  and  attach 
information  identifying  the  sender  and 
the  destination.  Then  they  zip  the  pack- 
ets to  other  computers  over  copper 


wires,  optical  fiber,  or  less  frequently, 
wireless  networks.  Network  processors 
called  hubs  and  switches  play  traffic 
cop,  monitoring  addresses  so  the  pack- 
ets arrive  and  get  reassembled  at  the 
right  destination  and  in  the  right  order 
so  that  the  message  isn't  scrambled. 
It  doesn't  matter  whether  the  mes- 


to  collide  with  each  other.  How  d  |^ 
do  that?  In  the  past,  each  compul  ^ 
the  network  would  listen  for  trafi  | 
wait  until  the  coast  was  clear — as 
a  party  Une — before  issuing  its  bi 
packets.  Now,  vdth  new  switchinf 
nology,  it's  as  if  each  PC  has  its  oi  ' 
phone  line. 


NETWORK 
SECTORS 
TO  WATCH 


ROUTERS  Cisco  is 

tops  in  these 
devices, 
which  move  data 
across  disparate  net- 
works. Bay  Networks 
is  a  distant  No.  2, 
with  about  13%  of  the  market.  But 
this  year,  Ascend  could  come  on 
strong  with  routers  that  ease  conges- 
tion on  the  Internet. 

sage  is  E-mail,  a  command  to  print  a 
document,  or  a  request  for  information 
in  a  database.  They  all  get  chopped  into 
packets  and  sent  out  in  bursts  to  avoid 
tying  up  too  much  space  on  the  LAN. 
All  these  packets  speed  across  the  same 
wires  at  up  to  100  million  bits  per  sec- 
ond, and  manage,  most  of  the  time,  not 


HUBS  For  year; 
these  junction; 
where  PCs  are 
nected  on  a  r 
work  were  th 
heart  of  loca 
networks  (LANs! 
a  mainstay  for  Bay  Networks  anc 
3Com.  Now,  hubs  are  giving  way| 
switches  based  on  the  Ethernet 
dard  for  linking  computer  gear. 

This  technique,  however,  only  v 
over  short  hops  around  an  office, 
tend  the  network  across  town  or  1 
other  city,  many  companies  rely  o] 
"wide-area  network"  technology  c 
frame  relay,  which  picks  up  packe 
from  a  local-area  network  and  swi 
them  across  special  high-speed  lin 
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isco's  1996  sales.  But  analysts  also 
I  softening  in  the  networking  sector 
uyers  pause  to  digest  the  tens  of 
ons  spent  on  gear  over  the  past 
lie  of  years.  Networking  players 
n,  Cascade,  and  Fore,  for  example, 
:  already  announced  disappointing 
ters.  That's  caused  a  brutal  sell-off 
itworking  stocks.  Cisco  was  part  of 
carnage:  it's  now  trading  at  around 
imes  projected  1997  earnings,  vs. 
mes  earnings  back  in  January. 
or  Chambers'  part,  if  his  easygoing 


demeanor  and  soft  West  Virginia  drawl 
are  any  indication,  he  isn't  sweating  the 
mounting  challenges.  "Even  in  our  best 
years  over  the  last  six  years,"  he  says, 
"we've  had  one  and  sometimes  two 
quarters  where  the  gi'ovirth  rate  was  in 
single  digits."  He  acknowledges  the  net- 
working business  is  slowing,  but  Cisco  is 
already  adjusting  by  cutting  spending: 
Instead  of  hiring  350  new  employees  a 
month — which  it  has  done  for  the  past 
20  months — Chambers  is  now  adding 
150  a  month.  Even  so,  he  is  optimistic. 


expecting  the  networking  equipment  in- 
dustry to  grow  30%  to  50%  annually 
over  the  next  few  years.  And  while  Cis- 
co's sheer  size  makes  it  tough  to  outpace 
smaller  rivals,  Chambers  expects  good 
times  ahead.  "We  aim  to  be  a  leader  in 
every  sector  of  the  industry,"  he  says. 

How?  Chambers  has  a  twofold  game 
plan.  Instead  of  a  structure  that  re- 
volves around  product  groups,  such  as 
high-end  routers.  Chambers  is  refash- 
ioning Cisco's  business  units  to  target 
customer  segments,  such  as  Internet 
service  providers  and  consumers.  He 
also  plans  to  go  after  fast-growth  mar- 
kets— specifically,  the  small-business  and 
home-office  sectors.  Sales  of  low-end 
routers  aimed  at  these  customers  are 
expected  to  jump  61%  this  year,  to  $2.6 
bilhon,  according  to  the  Dell'Oro  Group. 
That's  far  better  growth  than  the  31% 
forecast  for  midrange  and  high-end 
routers,  Cisco's  bread  and  butter. 

Chambers  has  already  proved  this 
strategy  can  work.  Consider  the  market 
for  devices  that  allow  traveling  PC  users 
to  dial  into  the  Net  and  company  net- 
works. Sales  of  these  products  grew 
156%  in  1996,  but  Cisco  didn't  enter  this 


imes  faster  than  conventional 
modems.  Others,  including 
irnet  service  providers,  have 
a  newer  digital  switching 
y  called  asynchronous  transfer 
ATM.  It's  even  quicker  and  can 
ilong  at  622  megabits  per  sec- 
times  faster  than  frame  relay, 
mbination  of  Ethernet  and 
^-area  switches  is  powerful 
)  blast  your  message  from 
I  Bombay.  But  these  devices 


dress,  and  zip  code,"  says  Dataquest 
Inc.  analyst  Don  Miller. 

Switches  have  their  own  form  of  in- 
telhgence.  They  are  able  to  estabhsh  so- 
called  virtual  circuits,  or  direct  hnks, 
that  speed  delivery  of  streams  of  data. 
"A  switch  actually  builds  a  connection 
between  two  points,"  says  Christopher 
H.  Baum,  managing  analyst  at  Datapro 
Information  Services  Group  in  Delran, 
N.J.  "A  router,  in  contrast,  runs  every- 
thing across  the  same  backbone." 


REMOTE  ACCESS 
DEVICES  Ascend 

pioneered  these 
giant  modem  banks, 
which  link  home  PC 
users  to  their  office 
networks  and  to  their 
.ervice  providers.  But  3Com's 
purchase  of  U.  S.  Robotics 
it  up  neck  and  neck.  Cisco 
in  this  important  niche. 

lart  enough  to  steer  the  mes- 
)ugh  disparate  computer  net- 
the  way  to  your  colleague's 
requires  a  more  sophisticated 
equipment  known  as  a  router, 
e  Ethernet  switch  may  deliver 
on  the  LAN,  "the  router  knows 
'alent  of  the  city,  street  ad- 


SWITCHES  Expect 
,  chaos  with  these 
devices,  which 
direct  traffic  across 
networks.  In  LANs, 
Cisco  faces  newcom- 
ers Compaq  and  Intel. 
Some  20  vendors  are  after  Gigabit 
Ethernets.  In  global  networks,  Cisco 
will  be  up  against  Newbridge,  Cas- 
cade, and  Lucent  Technologies. 

This  distinction  between  routers  and 
switches  is  important  now,  but  may  not 
be  in  another  year  or  two.  Thanks  to 
new  standards,  and  the  overwhelming 
popularity  of  the  Internet,  switches  and 
routers  are  beginning  to  converge.  Un- 
til recently,  information  has  been  trans- 
ported over  networks  in  a  variety  of  ar- 


cane computer  languages,  known  as 
protocols,  with  names  such  as  IPX,  dec- 
net,  and  tcp/ip.  But  tcp/ip,  also  called 
the  Internet  Protocol,  has  become  the 
language  of  choice.  The  result:  more 
packets  carry  a  tcp/ip  address  and  don't 
need  insanely  smart  routers  of  the  sort 
Cisco  builds  to  reach  their  destinations. 
All  that's  needed  is  a  svdtch,  made 
smarter  vrith  router  software. 
WIRED.  Expect  hybrids  that  are  part 
svritch,  part  router  But  don't  get  dis- 
tracted by  what  to  call  them,  advises 
Datapro's  Baum.  They  simply  seek  to 
make  the  network  smarter  Without 
more  intelligence,  he  says,  "it's  as 
though  the  postman  is  dropping  a  big 
sack  of  mail  at  the  end  of  your  street, 
and  telling  you  to  sort  it  yourself." 

All  of  which  brings  us  back  to  the 
physical  layer  that  delights  network 
nerds.  The  phrase  describes  technical 
specifications  for  wires  and  optic  fiber. 
And  there  are  six  other  layers  on  top 
of  that  one,  with  names  such  as  hnk, 
transport,  and  session.  The  beauty  is, 
you  don't  need  to  understand  anything 
about  these  layers.  (There  won't  be  a 
quiz.)  Like  the  U.  S.  mail,  you  just  want 
to  make  sure  that  neither  network 
browmout  nor  broken  cables  nor  any 
other  digital  disaster  will  stop  your 
data  from  reaching  their  destination. 

By  Neil  Gross  in  New  York 
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President  Lawlor  of 
AGIS  decided  that 
Cisco's  equipment 
was  too  slow  and 
went  shopping 
elsewhere 


hot  arena  until  that  June.  Yet  within 
three  months,  the  company  shipped  more 
than  $50  million  worth  of  products,  lai'ge- 
ly  by  selling  into  its  huge  customer  base. 
"We  have  been  in  a  very  fast  sprint," 
says  Chambers,  "and  we  just  outdis- 
tanced eveiybody,  and  broke  theii-  hearts, 
and  their  minds,  and  their  bodies." 

Such  talk  is  quintessential  Chambers. 
The  47-year-old  is  a  hard-charging  su- 
persalesman  who  stepped  up  to  ceo  in 
1995,  replacing  John  P.  Morgi'idge,  who 
has  stayed  on  as  chaiiTnan.  Chambers 
joined  Cisco  in  1991  and  rose  to  the  top 
job  after  a  two-  ■■^■■■■■■■■■■■■■■i 
year  stint  as 
executive  vice- 
president.  Ti"im, 
with  thinning 
blonde  hair,  he  is 
competitive  to 
the  core.  Even 
exercise  is  a 
test.  "I  try  to 
set  goals  and 
never  stop  short — even  in  jogging,"  says 
Chambers,  who  runs  as  much  as  five 
miles,  four  times  a  week. 

By  any  measure.  Chambers  is  more 
businessman  than  technologist.  The  son 
of  two  West  Vu'ginia  doctore,  he  decided 
while  still  a  student  in  college  that  he 
wanted  to  mn  his  own  company.  To  pre- 
pare, he  earned  two  degrees  at  West 
Vu'ginia  University,  in  business  and  law. 
"I'd  always  felt  that  understanding  the 
law  would  be  an  integral  part  of  a  chief 
executive's  skill  set." 

What  he  didn't  figure  was  that  tech- 
nology would  be  so  key.  While  Cham- 
bers is  known  for  quick,  decisive  action, 
he  is  far  from  being  Cisco's  technical 
visionaiy.  That  role  falls  to  Edward  R. 
Kozel,  41,  who  joined  Cisco  eight  years 
ago  after  stints  at  Boeing  Co.  and  re- 
search firm  SRI  InteiTiational.  Wlien  it 
comes  to  a  decision  about  which  micro- 
processor to  use  in  its  routers.  Cham- 
bers doesn't  fuss  so  long  as  a  decision  is 
made  quickly.  "The  joke  used  to  be  he 
couldn't  tell  a  router  from  a  toaster," 
says  a  Cisco  exec,  who  left  the  company 
last  year  to  helj^  launch  a  startup.  "He's 
a  sales  guy  through  and  through." 
SOOTHING  WORDS.  There  ai'e  times  when 
that  pays  off  handsomely.  Take  the  $4 
billion  takeover  of  StrataCom  Corp.,  a 
maker  of  data  gear  for  telephone  com- 
panies. On  Apr.  22,  1996,  senior  execs  of 
StrataOjm  were  tiying  to  close  a  multi- 
million-ilollar  order  with  executives  from 
a  Midv;estem  telephone  company.  Sud- 
denly, news  of  the  acquisition  broke, 
spooking  tiie  phone  executives,  who 
asked  to  speak  to  Chambers.  A  phone 
call  was  set  for  15  minutes  later — but  a 


half-hour  passed  with  no  call.  Just  then, 
Chambei-s  marched  into  the  room,  having 
jumped  in  his  Lexus  to  drive  the  10 
miles  from  Cisco's  San  Jose  (Calif.)  head- 
quarters to  StrataCom.  Chambers  spent 
a  half-hoiu'  soothing  the  customer — and 
StrataCom  got  the  order. 

The  u'ony  is  that  Cisco's  roots  couldn't 
be  fiuther  fi'om  the  wheeling  and  dealing 
of  the  sales  world.  The  company  was 
founded  in  1984  by  the  husband-and-wife 
team  of  Stanford  University  engineering 
professors  Leonard  Bosack  and  Sandy 
Lemer.  The  two  were  frustrated  because 
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they  couldn't  send  messages  to  one  an- 
other across  the  school's  incompatible 
networks,  a  wu-ed  Tower  of  Babel. 

So  they  devised  a  box  that  could 
translate  between  different  computer 
languages  used  by  the  myiiad  network- 
ing gear.  That's  how  their  first  router 
was  bom.  Soon,  they  left  Stanford  to 
form  Cisco,  dreaming  up  the  name,  a 
truncation  of  San  Francisco,  while 
driving  across  the  Golden  Gate  Bridge. 
Customers  leaped  at  the  technology.  By 
1990,  Cisco's  revenues  hit  $70  million, 
and  the  company  went  public  in  a  stock 
offering  that  made  millionau'es  of  dozens 
of  employees,  including  its  founders, 
who  left  shortly  thereafter. 

Cisco  quickly  became  synonymous 
viith  I'outei-s,  but  in  1993  it  faced  a  turn- 
ing point.  To  gi'ab  hold  of  the  newest 
trend  in  networking — cheap  Ethernet 


switches — Cisco  ventured  bey((jp 
routers  for  the  fii'st  time,  buying  lii 
ernet  startup  Crescendo  Communun 
tions.  It  worked  so  well  that  Cisco  v.it 
on  a  spending  spree.  Some  14  more  ir. 
quisitions  followed,  putting  Cisco  if 
nearly  every  facet  of  the  $27  billion  i'' 
working  industry. 

But  the  buying  binge  has  a  do\; 
side.  Today,  some  15%  of  Cisco's  11,(^ 
employees  come  from  the  merged  c(\: 
panies,  each  with  its  own  product  > 
signs.  Insiders  say  that  has  created  ii 
atmosphere  of  mini-empires,  where  t 
ployees  refer  to 
another  by  w. 
company  they  ca 
from.  "It's  like 
])laining  what  1; 
guage  they  speaj 
says  a  former  Cii 
executive.  Rese 
ment,  for  exam' 
has  smoldered 
tween  two  groupsjtnrks. ! 
one  from  Kalpai 
the  other  frcbweri 
( "rescendo.  When  tss  to  de 
latter  reached  a  s; 
milestone,  ex 
threw  a  pep  ra, 
dumping  confetti 
the  Crescendo  enj 
neers.  Kalpana  e: 
ployees  wei'e  miffi 
"I  can  tell  you,  th 
was  a  lot  of  coff( 
room  mutteri 
about  that  one,"  s; 
a  former  employe^ 
"FRUSTRATING."  Bm  F 
the  real  drawbai|fri;. 
may  have  more  to 
with  R&D  than  wi|j;'f 
egos.  Insiders  siftiti 
engineers  are  spendii 


•but  on 

KB  WOI 
01 


many  of  Cisco's 
their  time  integrating  acquired  tec 


m  t 
'hvorks 


nologies,  instead  of  developing  groun  itfipj 


breaking  new  ones.  "It  became  a  vei| 
frustrating  place,"  says  Lawrence 
Lang,  a  former  Cisco  marketing  exec 
five  who  left  last  year  for  rival  Ipsik 
Networks  Inc.  "Cisco  was  saying  vei 
cleaiiy  to  people  like  me:  'If  you  want  i 
innovate,  go  join  a  startup.' "  Critics  S£ 
that's  putting  a  drag  on  research  ar, 
development,  which  is  losing  its  edg 
Not  so,  says  Chambers.  Cisco  will  sper 
$700  million  on  R&D  this  year,  10.7%  < 
estimated  sales — about  the  same  pel 
centage  as  rival  3Com. 

Still,  Cisco  may  have  been  caugl: 
fiat-footed  by  a  new  technology  th; 
could  do  away  with  routers.  Silicon  Val 
ley  startup  Ipsilon  Networks  has  d(Lp| 
veloped  so-called  IP  switches  that  d 
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LATE? 

Vice-President 
Wellman  admits 
Cisco  should  tiave 
been  quicker  with 
efforts  to  develop 
a  faster  router 


:  work  of  routers  but  at  a  lower  cost. 
I  ilon  has  attracted  enormous  inter- 
including  licensing  deals  and  a  $20 
lion  equity  investment  from  Ca- 
,ron  Systems  Inc.  "IP  switching  is  a 
lor  threat  to  Cisco's  fat-daddy,  high- 
'gin  business,"  says  David  L.  House, 
chief  executive  of  archrival  Bay 
;works.  Not  that  Cisco  is  sitting  on 
sidelines.  The  company  is  developing 
answer:  a  new  software  technology  it 
tis  to  deUver  later  this  year,  called 
switching,  that  will  do  the  same 
— but  only  on  Cisco  gear 
Regardless,  Chambers  insists  that  cus- 

lerS  won't  dump  aBHBHHHHHHBMi 

ters  overnight, 
itead,  he  says, 
•porations  are 
Iding  hybrid  net- 
rking  solutions — 
t  switches  at  the 
e,  surrounded  by 
iters  that  direct 
ffic.  Furniture- 
ker  Steelcase  Inc. 
Grand  Rapids, 
ch.,  is  replacing 
iters  from  Bay 
tworks  with  an 
Cisco  solution  of 
itches  and  rout- 
..  "We  wanted  one 
ndor  that  could 
,ke  it  all  work  to- 
;her,"  says  John  S. 
an,  Steelcase's 
siness  technology 
mager. 

That's  why  Cisco 
Far  from  giving  up 

routers.  In  fact, 

is  developing  a 
w  ultrahigh-speed 
vice  that's  official- 
called  the  Gigabit 
dtch  Router  but 
;knamed  the  Big 
ist  Router  (bfr). 
hasn't  announced 


the  product  or  a 
delivery  date.  An- 
alysts say  the  bfr 
will  process  mil- 
lions of  chunks  of 
data  per  second, 
compared  with 
hundreds  of  thou- 
sands for  Cisco's 
current  models. 
But  "it  should 
have  been  out  a  year  ago,"  says  analyst 
Miller.  Selby  Wellman,  a  Cisco  senior 
vice-president,  denies  the  bfr  is  behind 
schedule  but  says  he  wishes  the  company 
had  started  developing  it  earlier 
LESSONS  FROM  IBM.  Whether  it's  big 
and  fast  may  not  matter.  Cisco's  best 
defensive  move  could  be  locking  in  its 
installed  base  of  customers — a  tactic 
Chambers  has  fine-tuned  over  the 
years.  Cisco's  ceo  spent  the  first  six 
years  of  his  career  in  sales  at  IBM,  from 
1976  to  1982.  It  was  there  he  soaked 
up  the  computer  giant's  legendary  sales 
tactics  and  learned  the  power  of  ac- 
count control — keeping  customers  in 
the  fold  by  locking  them  into  technolo- 
gy and  providing  strong  support. 

Chambers  learned  another  important 
lesson  from  ibm:  Hook  the  customer  on 
the  software,  not  hardware.  One  of  the 
company's  biggest  draws  is  a  propri- 
etary software  package — called  Inter- 


SWITCHES  FOR  SMALL  NETWORKS 


GRAM3  JUNCTION 

$348  m 

lllon 

Invented  switches  for  Ether- 

net, a  networking  standard 

$203  m 

llion 

Pioneer  in  Ethernet  switches 

CIOESCENDO 

$89  mil 

ion 

Developed  tenfold  boost  in 

COMMIHiNCATI0§iS 

Ethernet  speeds 

STRATACOM 


SWITCHES  FOR  BIG  NETWORKS 

$4  billion 


SYSTEMS 
UCtfTSTREAM 


Leading  supplier  to  telecom 
industry 


$220  million  Developed  superfast 
Gigabit  Ethernet 

$120  million  Early  developer  of  high- 
speed switches 


COMBINET 


DIALING  IN  FROM  AFAR 

$114  million 


NEiMPOfTT  SYSTEMS  $91  million 

SOUfflONS 


Digital  modems  for 
telecommuting 

Software  linking  far-flung 
networks 
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INTERNET  SOFTWARE 

$115  m 


lion 


$5.5  million 


Software  for  corporate 
intranets 

Software  for  connecting  to 
the  Internet 
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networking  Operating  System,  or  los — 
that's  designed  to  tie  together  dozens'  of 
Cisco's  products.  While  some  customers 
and  competitors  say  it's  more  hype  than 
help,  the  software  still  makes  Cisco  a 
standout.  "Our  differentiator  is  the  soft- 
ware," Chambers  says. 

That's  why  analysts  continue  to  be 
bullish  on  the  company.  With  Cisco 
set  to  roll  out  a  wave  of  new  prod- 
ucts over  the  next  year,  analysts  ex- 
pect 1998  earnings  to  climb  30%  to 
35%  over  this  year's  levels.  That 
could  boost  Cisco's  stock  price  to  a 
new  high,  topping  $75  by  April,  1998, 
says  analyst  Martin  R  Pyykkonen  of 
Furman  Selz  llc. 

But  over  the  longer  term,  Cisco 
faces  other  potential  adversaries  that 
could  dwarf  its  networking  rivals.  De- 
velopment is  already  under  way  to 
put  the  entire  routing  function  into  a 
silicon  chip,  the  domain  of  Intel.  And 
routing  also  can  be  performed  on  a 
standard  PC.  Microsoft  is  testing  such 
software,  code-named  Steelhead,  that 
will  be  bundled  into  its  next  version 
of  Windows  NT. 

That  could  make  industry  behemoths 
Microsoft  and  Intel  potential  Cisco  com- 
petitors, though  all  the  companies  dis- 
miss that  possibility  today.  Cisco  be- 
gan collaborating  with  the  Wintel  duo  in 
the  past  two  years  on  improving  Net 
^^■■■■MHaH  technology.  "But  I 
wouldn't  rule  out  the 
possibility  of  compe- 
tition," says  Bear, 
Steams  &  Co.  analyst 
Eric  I.  Blachno. 

That's  a  warning 
Chambers  has  to 
heed  as  he  steers  Cis- 
co thi-ough  rough  wa- 
tei-s.  The  job  won't  be 
easy.  For  one  thing, 
the  management  team 
has  not  faced  tough 
times  at  Cisco  before. 
"This  is  an  oi'ganiza- 
tion  that  has  never 
had  its  nose  blood- 
ied," says  Harry  V. 
Quackenboss,  a  for- 
mer- Cisco  executive  who  is  now  a  board 
member  at  rival  xlnt  Designs  Inc.  in 
San  Diego.  But  Chambers  has  seen 
plenty  of  blood  before.  While  an  opera- 
tions executive  at  Wang  in  1989,  he  laid 
off  some  4,000  people  in  his  first  15 
months  on  the  job.  "It  just  about  de- 
stroyed him,"  says  his  father,  John  TYim- 
er  Chambers. 

Chambers  has  vowed  he'll  never  go 
through  that  nightmare  again — which  is 
good  news  for  Cisco  in  crunch  times. 

By  Andy  Reinhardt  in  San  Jose, 
Calif.,  with  Peter-  Burrows  in  San  Fran- 
cisco and  Amy  Barrett  in  Washington 


CISCO'S 
GREAT 
SHOPPING 
SPREE 

Cisco  has  spent 
more  than  $5.5 
billion  in  the 
past  three  years 
acquiring 
companies 
strong  in  areas 
where  it  was 
weak  or  absent 


When  choosing  a  PC  for  your  company,  remember 


the    lesson    of    the    Titanic.    High   PC  management 


ir 


costs   aren't  just  bad  in  themselves;  they 


also  translate  into  lost  productivity.  Worse, 


they  suggest  a  PC  environment  barely 


HP  vectra  PCs  Under  coutrol.  But  at  HP,  we  don't  just 

for  Business  from $992' 

make  Intel®  Pentium processor-based  PCs  that  you  can 


manage.   We   make   PCs  that  help  you  manage.  Between 


our   hardware  and  software  features  such  as  Top  TOOLS 


and  Open  View,  we  offer  a  host  of  n  on -proprietary,  DMI- 


standards-based  management  solutions.  You  can  upgrade 


remotely,  monitor  every  PC  in  your  network,  troubleshoot 


problems  and,  in  general,  minimize  costs.  The  iceberg 


will   still  be   out  there,   of  course.   But  it  won't  be  one 


you'll   founder   on.    i_vww.hp.cn  m  /g  o  /v  e  r  t  r  a  c  o  yn  m  e  r  c  i  a  I 


Better  products,  better  productivity. 


HEWLETT^ 
PACKARD 


Information  Processing 


MICROPROCESSORS  

WHY  THE  FASTEST 
DIDN'T  WIN 

Digital's  superspeedy 
Alpha  outraces  the 
Pentium.  But  so  far,  it  can't 
crack  the  mass  market 

Last  summer,  executives  from  Dig- 
ital Equipment  Corp.  fanned  out 
across  the  country.  They  trav- 
eled light,  carrying  the  latest 
samples  of  the  company's  poweiful  Al- 
pha computer  chip  encased  in  plastic 
sleeves  the  size  of  credit  cards.  Their 
mission:  To  talk  computer  makers,  in- 
cluding Compaq  Computer  Corp.  and 
IBM,  into  using  the  chip  as  the  en- 
gine for  speedy  new  machines. 

But  after  10  months  on  the  road, 
it's  beginning  to  look  more  like  mission 
impossible.  While  Alpha  boasts  brag- 
ging rights  as  the  world's  fastest  mi- 
croprocessor— twice  the  speed  of  Intel 
Corp.'s  popular  Pentium  chip — Compaq 
and  IBM  just  aren't  interested.  Alpha's 
raw  computing  power,  they  say,  isn't 
enough  to  make  up  for  its  minuscule 
market  share  and  lack  of  software. 
"What's  the  gain  for  the  pain?"  asks 
Mike  Perez,  vice-president  of  Compaq's 
server-products  division.  The  leading 


CHIP 


PC  maker  estimates  it  would  have 
spend  $50  million  just  to  retool  its  ms 
ufacturing  plant  for  Alpha.  "Searchi 
for  absolute  performance  may  be 
interesting  technical  exercise,"  he  saj 
"but  it's  not  where  we  want  to  be  frc 
a  broad  business  standpoint." 
WHITTLED  AWAY.  After  five  years,  Di 
ital  executives  are  still  knocking 
doors  and  still  coming  away  almo 
empty-handed.  They  insist  that  Alph: 
big  break  is  just  around  the  cornt 
But  the  chances  of  tiiat  happening  a 
getting  slimmer  by  the  day.  Despi 
spending  an  estimated  $2.5  billion 
develop  and  promote  Alpha,  the  ch 
ranks  dead  last  in  market  share  wi 
less  than  1%  of  the  $18  biUion  micr 
processor  market,  vs.  Intel's  92%. 
with  new  generations  of  lower-co; 
chips  due  this  year,  including  Inte 
Pentium  II  in  May,  Alpha's  perfo 
mance  advantage  is  being  whittl 
away. 

It  couldn't  happen  at  a  worse  timi 
The  early  sales  spurt  of  Digital's  o 

Alpha  computers  h; 
CHAIRMAN  slowed  to  a  era 

PALMER:  "Alpha  On  Apr.  17,  whe| 
will  carry  Digital  reported  re 

Digital  for  the     enues  for  the  thi 
next  20  years"    quarter  ended  Ma: 

  31,  sales  of  Alph 

computers  grew  an  anemic  3% — th 
third  straight  quarter  of  single-digi 
increases.  Digital  stock  is  taking 
beating,  down  32%,  from  38  on  Jar 
30  to  25'/'  on  Apr.  15.  Says  analys 
George  Weiss  of  the  Gartner  Grou] 
Inc.:  "If  Alpha  does  not  generate  vol 
ume  soon,  the  question  arises:  Wha 
is  the  Digital  advantage  and  why  an., 
they  blowing  it?" 


NOT  EXACTLY  THE  PASSING  UNE 


ALPHA:  DEC'S 
WINTEL-BUSTER 


JUNE,  1991  After 
seeing  a  prototype, 
Apple  negotiates 
with  Digital  to  use 
Alpha  in  Macin- 
toshes. CEO  Ken- 
neth Olsen 
declines  to  sell 
the  chip  to  Apple. 


OCTOBER,  1991  Digital  produces 
the  first  Alpha  chip.  Its  speed  is 
roughly  three  times  faster  than  exist- 
ing Intel  chips. 

APRIL,  1992  Microsoft  agrees  to 
adapt  its  Windows  NT  operating  sys- 
tem to  Alpha. 


JULY,  1992  Board  ousts  Olsen, 
naming  Robert  Palmer  as  CEO. 
Within  two  weeks.  Palmer  puts  a  big 
bet  on  Alpha  by  breaking  ground  on 
a  $450  million 
chip  plant. 

LATE  1992  Intel 
declines  to  adopt 
Alpha  architecture 
for  an  alternate 
line  of  speedy 
microprocessors. 


NT's  use  of  soft- 
ware code  Digital 
claims  to  own. 

JUNE,  1996  Sam 

sung  Electronics 
agrees  to  produce 
Alpha  chips. 


INTEL'S  GROVE 
NIXED  LICENSING 


OLSEN:  LITTLE 
FAITH  IN  ALPHA 


AUGUST,  1995 

Digital  and  Microsoft  announce  a 
broad  alliance,  spurred  in  part  by 
Digital's  threat  of  legal  action  over 
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MARCH,  1997 

German  PC  maker 
Vobis  to  use  a  new  low-cost  Alpha 
chip  aimed  at  high-volume  personal 
computer  market. 

APRIL,  1997  Analysts  expect  Digi- 
tal's earnings  to  fall  70%  from  a 
year  ago.  The  Alpha  is  only  25%  of 
the  way  to  meeting  Palmer's  goal. 
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iNTC  -  INTEL  CORP 

Exchange 

NASDAO 

Dslay 

al  leasi  15  mrnules 

Lasl  Price 

97  7/8  al  13  20 

Change 

Up  7/8  (*O90%) 

High 

98  7/8  al  12  37 

Low 

96  al  10  29 

Oper. 

97  1/8 

Previous  Close 

97  on  9/19 

Volume 

7,J72,100 

SS.P  Comslock 
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Company  News 
ResearcK     By  TicKer 


Here's  to  America  Online.  The  coolest  place  for  the  hottest  tips. 
Track  your  portfolio. ..research  companies. ..plan  your  next 
market  move.  Play  the  market  with  America  Online,  and  you'll 
discover  great  returns. 

There's  something  for  everyone  on  America  Online.  From  non-stop  sports  action  to  instant  Internet 

access.  From  exchanging  e-mail  with  family  and  friends  to 
"chatting"  about  your  favorite  hobby.  From  breaking  news  to 
business  forums. 

Plus  you  can  enjoy  BusinessWeek  Online.  Leaf  through  the 
magazine's  electronic  pages  for  global  business  information 
and  analysis  —  before  it  hits  the  newsstand.  Even  interact  with 
editors  and  newsmakers  online. 

We're  forecasting  strong  appreciation  of  the  results. 
Because  America  Online  is  as  easy  as  it  is  informative. 
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THE  Future,  ixiow  Avaii_aBi_e.  a  m  e  r>i  c  a 


I  hese  Companies  Have  Foung 
^  New  Competitive  Advantaj  g 


The  National  Organization  on  Disability  and  Business  Week 
Salute  Leaders  of  the  CEO  Council 


w  provide  you 

with  a  competitive 
advantage.  We  are 
natural  problem- 
solvers  and 
innovative  in 
responding  to 
change.  Hire  us! 
We're  good  for 
your  business." 


Jennifer  SheeliN 

MBA  Candidate 
Georgetown  LIniversity 
(3.^^  CPA) 


he  National  Organi- 
zation on  Disability 
(N.O.D.).  established 
le  CEO  Council  to  recognize 
Linerica's  business  leaders  for 
leir  support  of  people  with 
isabilities  in  the  workforce. 

CEO  Council  members  sup- 
ort  N.O.D's  innovative  efforts  to 
roniote  the  full  participation  of 
eople  with  disabilities  in  all 
spects  of  life.  There  are  over 
30  CEO  Council  members.  The 
allowing  members  stand  out  for 
leir  annual  leadership  support. 


Chairman's  Circle 

American  F-xpress  Company,  Har\ey  Golub 
Am\\a>  Corporation.  Dick  DeVos 
Business  Week,  Da\  id  G.  Fcini 
.I.e.  Pennt'>  Co.,  Inc.,  lames  E  Oesleireicher 
Merrill  L\nch  &  Co.,  Inc..  Daniel  P.  Tally 
The  Mc(;ra\\  Hill  Companies. 

Harold  NkGrau  III 
Reicher  Capital  Management  Co., 

Jettrey  P.  Rcieli 
United  Parcel  Serxice,  Keiil  NeKdii 
Westinghouse  Electric  Corporation, 

Michael  H.  Jordan 

Vice-Chairman's  Circle 

Citibank,  .lohn  S,  Reed 

Eastman  Kodak  Company,  George  M.C.  Fisher 

Fannie  Mae,  James  A.  Johnson 

H..I.  Hein/  Company,  Anthony  J.F.  O'Reilly 

Mobil  Corporation,  Liicio  A.  Nolo 

Potomac  Electric  Power  Company, 

Edward  F.  Mitchell 
Xerox  Corporation,  Paul  A  Allaire 


a  free  32-page  Business  Week  reprint,  "Tlie  New  Competitive  Advantage,' 
more  information  on  how  you  can  join  N.O.D.'s  CEO  Council,  contact: 
1  A.  Reich,  President,  N.O.D.  910  16th  Street  NW,  Washington,  DC  20006 
2G2-293-1944  •  Fax  202-293-7999  •  TT D  202-293-5968 


President's  Circle 

Alcoa,  Paul  O'Neil 
Aristech  Chemical  Corporation,  Jiro  Kai  ^Jjjf  Inl 
AT&T,  Robert  E.  Allen 
Chrysler  Corporation,  R  J.  Eaton 
Compaq  Computer  Corporation,  Eckhar 
Dorsar  In\estment  Company,  Stephen  L. 
Exxon  Corporation,  Lee  Raymond 
GTE  Corporation,  Charles  R,  Lee 
Joseph  E.  Seagram  &  Sons,  Inc., 

Edgar  Brontman.  Jr 
Michael  T.  Rose  Companies.  Michael  T.  B|ives  si 
National  Broadcasting  System,  Robert  C.  jjujlj 
Owl  Hollow  F'nterprises,  Philip  E.  Beektr 
Sunrise  Medical  Inc.,  Richard  H.  Chandle 
\\m.  V\  rigie.\,  .Ir.  Company,  William  Wri; 
Woolworth  Corporation,  Roger  Farah 
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Leadership  Circle 

Allstate  Insurance  Company.  Jeny  D 
Ameritech,  Richard  C.  Notebaert  j?!" 
Anheuser-Busch  Companies,  Inc., 

August  A.  Busch  III 
Apple  Computer,  Inc.,  Gilbert  F,  Amelio 
Avon  Products  Inc.,  James  E.  Preston 
Bristol-Myers  Squibb,  Charles  A,  Heimboj 
Champion  Enterprises,  Inc.,  Walter  R.  Y( 
CKiNA  (jiroup  Insurance,  John  K.  Leona; 
CONRAIL,  Inc.,  David  LeVan 
Ford  Motor  Company,  Alexander  J.  Trotm 
Fortis  Benefits  Insurance  Company 

Robert  B.  Pollock 
General  Electric  Company,  John  F.  Welch 
(Jeneral  Motors  Corporation,  John  F.  Sm 
CjIEICO,  Louis  Simpson 
Harvard  Pilgrim  Health  Care,  Manuel  M 
The  Hearst  Corporation,  Frank  A.  Bennai 
Ingersoll-Rand  Compan\,  J  E.  Peiie 
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ood  question.  In  an  industry  so 
•oughly  shaped  by  bigger-better- 
er  technology,  how  could  a  superior 
puter  chip  fail  to  catch  on?  Clearly, 
ital  takes  the  rap  for  its  own  mis- 
)s.  But  behind  Alpha's  poor  market 
ving  lies  a  broader  business  les- 
New  technologies,  no  matter 
'  whizzy,  have  an  increasingly 
yh  time   finding  acceptance 
inst  well-entrenched  competi- 
;,  hke  Intel.  Despite  the  quick- 
age  nature  of  the  computer  in- 
try,  a  huge  installed  base  can 
m  impenetrable  fortress. 
ITATION.  Not  that  Digital  didn't 
:ribute  to  its  weak  Alpha  show- 
.  BUSINESS  WEEK  interviews 


he  insists  its  best  days  are  ahead.  As  a 
sign  of  the  chip's  viability,  he  points  to 
the  $7  billion  worth  of  Alpha  computers 
that  Digital  has  sold  since  their  intro- 
duction in  1992.  What's  more,  Palmer 
is  proud  of  the  fact  he  has  continued 

SPEED  ISN'T  EVERYTHING 

Microprocessor  worldwide 


tives  show  the  company  hesi- 
;d  backing  the  chip  in  its  early 
s — a  crucial  error — before 
rging  full  speed  ahead.  And  the 
ipany  squandered  a  peifomiance  lead 
)ugh  a  series  of  other  blunders,  i-ang- 
fi-om  a  lack  of  software  to  take  ad- 
tage  of  the  chip's  speed  to  internal 
:giing  over  pricing. 
)igital  sees  it  differently,  ceo  Robert 
Palmer  admits  Alpha  has  not  lived 
to  the  company's  original  hopes,  but 
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investing  in  Alpha,  keeping  it  techni- 
cally tip-top  for  five  years,  despite  com- 
pany losses  totaling  $5.4  billion  over  the 
same  period. 

There  is  no  question  Alpha  came  at 
a  critical  time.  When  Digital  launched 
the  chip  on  Feb.  25,  1992,  the  company 
was  losing  $8  million  a  day.  Its  reputa- 


tion as  a  provider  of  world-class  tech- 
nology was  sinking  fast.  So  Digital  ex- 
ecs seized  on  Alpha  as  the  core  of  their 
comeback  plan  for  a  wide  range  of  ma- 
chines, from  powei'fnl  Pes  to  large-scale 
computers. 

But  even  before  Alpha  hit  the 
market.  Digital  fumbled.  The  com- 
pany had  shown  off  early  versions 
of  the  chip  at  an  industry  confer- 
ence in  February,  1991,  and  engi- 
neers at  Apple  Computer  Inc. 
were  impressed.  Apple  was  in  the 
market  for  a  new  chip  supplier, 
and  Alpha  looked  promising. 

In  late  June,  John  Sculley,  then 
Apple's  CEO,  invited  Kenneth  H. 
Olsen,  Digital's  founder  and  presi- 
dent, to  dinner.  Sculley  had  a 
proposition:  Apple's  Macintosh 
computers  were  starting  to  run 
out  of  gas,  and  he  wanted  to  do  a 
complete  redesign  with  Alpha  at 
the  heart  of  the  new  Macs. 

But  Olsen  had  doubts  about  Alpha. 
His  unshakable  faith  in  the  vax  com- 
puter, which  had  turned  Digital  into 
IBM's  most  formidable  competitor  in  the 
1980s,  made  him  reluctant  to  phase  it 
out  too  soon  in  favor  of  Alpha.  Olsen 
asked  a  team  of  Digital's  top  engineers 
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extend  the  computer's  design  for  an- 
er  generation — and  he  rejected  Scul- 
's  proposal. 

^.  few  months  later,  Apple  announced 
it  its  new  Macs  would  run  on  the 
werPC  chip,  a  competing  design  by 
I  and  Motorola  Inc.  Sculley  says  one 
rital  director  later  told  him  that  Digi- 
s  hoard  was  "distressed  that  nothing 
ne  of  these  discussions  and  that  Digi- 

lost  a  great  opportunity."  The  Alpha 
tion  at  Digital  was  crestfallen.  "Ken 
1  not  want  the  futui'e  of  the  company 
ing  on  Alpha,"  says  William  R.  Dem- 
r,  a  former  vice-president  of  Digital's 
Dha  and  VAX  businesses  who  retired  in 
)5.  Too  bad.  With  Apple  as  a  customer, 
^tal  would  have  had  3.4%  of  the  mi- 
)processor  market,  although  a  distant 
1.2  to  Intel.  Olsen  did  not  respond  to 
jeated  requests  for  an  interview. 
:mory  hog.  By  late  July,  1992, 
5en's  misgivings  about  Alpha  ceased 
be  an  issue.  The  company  had  ended 

fiscal  year  with  a  $2.1  billion  loss, 
d  Digital's  board  asked  the  66-year- 
1  founder  to  step  down.  His  replace- 
jnt  was  Bob  Palmer,  a  Texan  who 
d  spent  the  bulk  of  his  career  in 
mputer  chips,  most  recently  as  head 
manufacturing. 


With  Olsen  gone,  Digital's  senior 
management  quickly  settled  on  a  strat- 
egy of  trying  to  license  the  Alpha  de- 
sign. "We  had  to  get  a  major  chip  play- 
er to  accept  Alpha  and  drive  it  into 
the  marketplace,"  says  John  F.  Smith, 
then  Digital's  senior  vice-president  of 
operations   and   now   president  of 


Chipmakers  passed 
on  Alpha.  Bill  Gates 

agreed  to  back 
it  with  Windows  NT 


PerSeptive  Biosystems  Inc.,  a  pharma- 
ceutical equipment  maker.  Smith  and 
other  Digital  execs  didn't  think  they 
had  a  chance  persuading  computer  com- 
panies to  use  Alpha — unless  a  big  chip- 
maker  was  behind  it. 

So  Smith  went  to  the  biggest  maker 
of  chips  in  the  business — Intel.  In  the 
fall  of  1992,  Smith  called  Andrew  S. 
Grove,  ceo  and  president  of  Intel. 
Grove  was  well  aware  of  the  technical 
merits  of  Alpha,  but  it  did  not  take 


him  long  to  pass  on  licensing  the  chip. 
Adopting  Alpha,  even  as  a  high-end 
addition  to  Intel's  commodity  business, 
would  require  a  costly  overhaul  of  In- 
tel's design  and  manufacturing  process- 
es. "We  didn't  want  to  branch  out  to  an 
incompatible  deal,"  Grove  says. 

Noi'  did  Texas  Instruments,  Motoro- 
la, and  NEC.  So  Digital  set  out  for  even 
bigger  game — Microsoft.  Digital  execu- 
tives were  pushing  for  Microsoft  to 
adapt  its  next-generation  software, 
Windows  NT,  to  Alpha.  Palmer  met 
with  Microsoft  ceo  WiUiam  H.  Gates 
III  and  agreed  to  make  NT  a  central 
part  of  Digital's  computer  business.  In 
return,  Microsoft  agi'eed  to  release  a 
version  of  NT  for  Alpha  at  the  same 
time  it  came  out  with  versions  for  Intel 
and  the  mips  chip  designed  by  Silicon 
Graphics  Inc. 

Digital  executives  were  elated.  They 
constructed  their  business  plans  for  fis- 
cal 1993  around  the  assumption  that 
NT  would  quickly  drive  Alpha  into  high- 
volume  markets,  including  corporate 
PCS.  That  meant  pouring  tremendous 
resources  into  fine-tuning  Alpha  to 
work  with  Microsoft's  software. 

But  in  early  1993,  when  Digital  en- 
gineers eagerly  loaded  test  versions  of 
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You'll  be  more  efficient,  more  productive, 
and  very  likely  more  profitable.  Any 
questionzzz?  Nortel.  Communications 
networks  for  the  world.  i-8oo-4  NORTEL. 
www.nortel.com/netvvprks. 

Ni?RTEL 

NORTHERN  TELECOM  ;, 


The  most 
important  * 
job  of 
your  life 
just  might 
be  your 
first. 


As  a  member  of  Teach  For  America, 
you  will  be  part  of  the  national  teacher 
corps  of  outstanding  recent  college 
graduates  from  diverse  cultural  back- 
grounds who  commit  two  years  to 
teach  in  America's  under-resourced 
urban  and  rural  public  schools. 

You  don't  have  to  be  an  education 
major.  Teach  For  America  is  seeking 
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ensure  that  all  children  in  this  nation 
have  the  opportunity  to  attain  an  excel- 
lent education.  There  is  a  particular 
need  for  people  of  color,  bilingual 
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onto  their  computers,  it  quickly  be- 
16  apparent  that  the  software  need- 
far  too  much  computer  memory  to 
on  a  typical  PC — or  even  a  $5,000 
ha  machine.  That  put  NT  beyond 
reach  of  the  mass  market  that  Dig- 
had  been  counting  on  for  Alpha. 
1  mad  scramble  erupted  inside  Dig- 
Palmer  ordered  a  ci-ash  progi'am  to 
ig  out  Alpha  computers  running  a 
pped-down  version  of  Digital's  Unix 
rating  system,  a  rival  to  NT.  But 
ly  customers  doubted  Digital's  com- 
ment to  Unix  would  last  once  Mi- 
5oft  solved  its  NT  problems.  Rev- 
le  fell,  and  Digital  posted  a  $224 
lion  loss  that  year.  By  focusing  Al- 
,  on  NT,  Digital  "lost  three  years  in 
market,"  says  Edward  J.  Zander, 
sident  of  Sun  Microsystems  Com- 
er Corp. 

)till,  the  future  of  Alpha — and  Digi- 
— increasingly  depended  on  NT.  And 
jital's  relationship  with  Microsoft 
?  growing  more  complex.  In  mid- 
3,  Digital  engineers  looking  into  ear- 
versions  of  NT  noticed  that  some 
tions  of  the  progi'am  bore  a  striking 
emblance  to  an  advanced  operating 
tem  called  Mica  that  Digital  had  de- 
oped,  but  canceled  in  1988.  Mica  was 


the  brainchild  of  Dave  Cutler,  a  for- 
mer Digital  software  star  who  joined 
Microsoft  in  1988  and  was  now  the 
chief  architect  of  nt. 

Palmer  decided  that  Digital  had  a 
legal  claim  against  Microsoft.  But,  in- 
siders say,  instead  of  filing  suit.  Palmer 
chose  to  use  the  thi-eat  of  legal  action 
to  spur  Microsoft  into  improving  Al- 
pha's pi-ospects.  Microsoft  execs  won't 
comment,  saying  it  concerns  legal  mat- 
ters. Still,  Palmer's  gambit  appears  to 
have  worked.  By  the  spring  of  1995 
the  two  companies  hammered  out  de- 
tails of  a  broad  agreement  for  Digital 
to  provide  nt  network  installation  ser- 
vices for  Microsoft.  Announced  with 
great  fanfare  by  Digital  in  August, 
1995,  the  alliance  included  payments 
by  Microsoft  estimated  at  $65  million  to 
$100  million  to  help  train  Digital  NT 
technicians. 

On  the  surface,  that  appeared  to 
help  boost  Digital  into  a  prime  spot 
for  milking  NT's  strong  growth.  Since 
October,  Microsoft  has  also  dropped  its 
support  of  two  rival  chips — the  Power- 
PC, made  by  ibm  and  Motorola,  and 
MIPS.  But  this  crucial  alliance  may  now 
be  fraying.  On  Mar.  19,  Microsoft  an- 
nounced a  joint  marketing  and  services 


agreement  with  Digital's  archrival, 
Hewlett-Packard  Co.  The  Palo  Alto 
(Calif.)  company  will  hawk  NT  in  large 
corpoi'ations — the  role  Digital  once  held 
exclusively. 

In  retrospect,  former  Digital  execu- 
tives say,  the  company  would  have  had 
more  success  if  it  had  lowered  the  price 
of  Alpha  computers.  By  late  1994,  en- 
gineers had  found  a  way  to  deliver  a 
$4,995  "AlphaStation"  aimed  at  the 
fast-gi'owing  workstation  market.  But  a 
clash  broke  out  among  Digital's  senior 
management  because  of  fears  that  this 
could  damage  the  50%-plus  gross  mar- 
gins Digital  enjoyed  on  high-end  com- 
puters, one  of  the  few  bright  spots  in 
its  gloomy  financial  outlook. 
"SPLIT  PERSONALITY."  Digital's  PC  Busi- 
ness Unit  was  none  too  happy  about 
the  prospect  of  low-cost  Alpha  ma- 
chines, either.  Execs  there  lobbied 
against  it,  saying  it  would  undercut 
prospects  for  building  a  big  business 
ai-oimd  Intel-based  PCs.  When  the  Alpha- 
Station  finally  hit  the  market,  it  bore  a 
$7,995  price  tag.  "Digital  has  always 
had  a  split  personality,"  says  Enrico 
Pesatori,  who  left  Digital  last  summer 
after  the  PC  Business  Unit  he  headed 
suffered  continuing  losses.  "Eveiy  Intel 


Mainland,  China. 


We  built 


netw  o  r  k  s 


ut  of  thin  air. 


With  Nortel  digital  wireless  technologies, 
many  Chinese  provinces  now  have  a 
whole  new  way  to  communicate.  It's  a 
feat  that,  before  now,  was  thought  impos- 
sible due  to  the  severe  demands  of  climate, 
terrain,  and  immense  population.  From 
entire  countries  to  small  towns,  we've 
built  networks  all  over  the  planet,  and 
we  can  build  one  for  you.  i-8oo-4  NORTEL. 
www.nortel.com/networks. 
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DECISIONS  ARE  TOUGHER. 


TIME  IS  CRITICAL. 


RESOURCES  ARE  LEANER. 


Introducing 


CFO  Vision 


AND  THE  BUCK  STOPS  WITH  YOU, 


..HYPE  JUST  WONT  CUT  IT  ANYMORE. 


THE  POWER  TO 

FIGURE  IT  OUT. 


919.677.8200    Fax  919.677.4444  www.sas.com/vision/ 
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Stop  cnjnching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively. . .and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency 

Powerful,  award-winning  data  warehousing, 
OLAR  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 
at  bw@sas.sas.com 


SAS  is  a  registered  trademark,  and  CFO  Vision  a  Irademarl^,  > 
of  SAS  Institute  Inc  Copyright  «  1996  by  SAS  Inst'lutp  Inc  ' 


information  Processing 


ver  sold  means  an  Alpha  server  that 
lot  sold." 

Today,  Digital's  Intel-based  machines 
ining  NT  outsell  its  Alpha  computers 

0  1  in  the  high-volume  market  for 
?-cost  servers,  says  the  Gartner 
)up.  That's  because  software  for  NT 
;  to  be  specifically  tuned  for  Digi- 
s  Alpha  chip,  a  task  few  software 
^elopers  are  interested  in  taking  on 
en  the  small  volume  of  Alpha-based 
nputers.  Even  longtime  Digital  cus- 
aers,  such  as  Toys  'R'  Us  Inc.,  are 
Iding  NT  networks  linking  thousands 
locations  on  Intel  computers  instead 
Alphas.  "The  biggest  reason  is  the 
k  of  software,"  says  Matthew  J. 
mbardi,  vice-president  for  informa- 
n  technology  at  Toys  'R'  Us. 

Df  course.  Digital  is  more  than  Alpha 

1  Intel-based  computers.  The  compa- 
for  example,  is  expected  to  post  rev- 
les  of  $5.8  billion  in  sei-vices  this  year, 
ile  networking  and  computer  storage 
items  should  contribute  roughly  $1.4 
don.  But  it  is  Alpha  that  distinguish- 
Digital  from  its  competitors,  offer- 
■  the  company  its  best  hope  for  re- 
ining to  star  status. 

And  Alpha's  best  opportunity, 
Imer  insists,  Hes  in  the  future.  In 


mid-March,  the  company  introduced  a 
low-cost  version  of  the  Alpha  chip 
priced  from  $295  to  $495— some  $100 
less  than  its  previous  minimum  price. 
That  makes  Alpha  affordable,  for  the 
first  time,  in  pes  costing  less  than 
$2,600.  Digital  is  hoping  that  this,  com- 
bined with  a  Samsung  Electronics  Co. 
alliance  to  make  and  market  Alpha, 


Cheaper  Alphas  might 
have  made  a  difference 
in  '94,  but  DEC 
needed  fat  margins 


will  help  the  chip  crack  the  volume 
computer  market.  "Alpha  will  carry 
Digital  for  20  years  while  other  chip 
technologies  have  fallen  by  the  way- 
side," Palmer  says. 

A  couple  of  years  ago,  he  predicted 
one  in  five  computers  running  Mi- 
crosoft's Windows  NT  software  would 
be  powered  by  Alpha.  The  number  to- 
day is  closer  to  1  in  20,  according  to 
the  Gartner  Group.  So  far,  though,  only 


27  small  companies  have  plans  for 
low-cost  Alpha  computers,  the  largest 
being  German  PC  maker  Vobis  Micro- 
computer. Vobis  tried  to  launch  an 
Alpha  workstation  in  the  German  mar- 
ket four  years  ago  but  abandoned  the 
campaign  after  selling  fewer  than  500 
machines  in  two  months.  Vobis  ceo 
Gert  Huegler,  though,  is  now  willing 
to  give  Alpha  a  second  chance  because, 
he  says,  it  delivers  better  performance 
than  Intel.  Also  key:  Digital  has  an  an- 
swer to  the  software  shortage — so- 
called  "translator"  software  that  en- 
ables Alpha  to  run  programs  wi'itten 
for  Intel  chips. 

Even  so,  Huegler  figures  that  Vobis 
will  be  lucky  if  sales  of  the  $4,000  Al- 
pha machines  amount  to  5%  of  the 
company's  overall  revenues  of  $1.3  bil- 
lion. And  if  it  doesn't- — so  what,  he 
says.  "We  can  svritch  it  on  or  switch  it 
off,"  Huegler  adds. 

Unless  more  computer  makers  start 
flipping  the  switch  on  Alpha,  Digital 
may  wind  up  with  the  world's  fastest 
microprocessor  and  the  smallest  in- 
stalled base  of  customers. 

By  Paul  C.  Judge  in  Boston,  with 
Andy  Reinhardt  in  San  Francisco  and 
Gary  McWilliams  in  Houston 


Seventy    million  people 
will   have  trOublc  connecting 

to  the  Internet  today. 

 Here's    how   a  few 

million  won't. 


We  all  know  how  hard  it  is  to  connect 
to  the  Internet  these  days.  But  Nortel  has 
a  way  for  people  to  connect  faster  and 
more  reliably  than  ever  before.  It's  called 
Internet  Thruwayfand  it's  a  revolutionary 
solution  to  today's  increasingly  jammed 
Internet  connections.  With  it,  phone  com- 
panies are  able  to  alleviate  the  conges- 
tion normally  caused  by  Internet  traffic. 
And  that  means  you  can  get  connected, 
without  getting  annoyed.  i-8oo^  NORTEL. 
www.nortel.com/networks. 
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"STATESMAN":  He  helps  executives  and  investors  find  common  ground 


Lawyer  Ira  Millstein  is 
the  eminence  grise 
prodding  companies 
to  transform  their  boards 

Like  a  caged  animal,  Ii'a  M.  Mill- 
stein is  pacing  his  personal  con- 
ference room  at  the  New  York 
law  hrm  of  Weil,  Gotshal  & 
Manges,  on  the  34th  floor  overlooking 
Central  Park.  The  tall,  tiim  70-year-old 
doesn't  understand  why  anyone  would 
be  interested  in  him.  "Tell  me,"  he  chal- 
lenges, "what's  the  story?" 

Never  mind  that  Millstein  has  been  in 
the  news  a  lot  lately.  He's  advising 
heiress  Elisabeth  Goth  in  her  campaign 
to  prod  the  board  of  Dow  Jones  &  Co. 
to  do  more.  And  as  an  arbitrator,  he 
has  found  himself  in  the  middle  of  the 
breakup  of  the  four  multimillionaire 
partners  in  Duty  Free  Shops  Group. 

When  most  lawyers  his  age  are  hap- 
piest swinging  a  golf  club,  Millstein  is  at 
the  top  of  his  professional  game.  An 
eminence  giise  of  corporate  governance, 
he  now  spends  well  over  half  his  time 
on  board  issues.  He  teaches  governance 
at  Yale  University,  lectures  on  it  to 
laviryers,  and  advises  clients  that  include 
Westinghouse  Electric,  Estee  Lauder, 
Empire  Blue  Ci'oss  &  Blue  Shield,  and 
LENS,  the  activist  investor  fimd. 
"PET  ROCK."  Over  nearly  two  decades, 
Millstein  has  helped  transform  the  rela- 
tionship between  a  company's  board  and 
its  shareholders  and  management. 
Thanks  in  part  to  him,  directors  are 
more  aware  of  then-  responsibilities,  and 
shai'eholders  are  moi'e  likely  to  do  some- 
thing about  poor  performance.  Along 
the  way,  Millstein  has  represented 
clients  on  every  side  of  the  issue:  dis- 
giointled  investors,  executives  under  at- 
tack by  shareholdei's,  and  boards  that 
want  CEOS  to  resign. 

Although  he  has  long  been  a  player  in 
governance  circles,  it  was  his  part  in 
(General  Motors  Coi-j^.'s  1992  boardroom 
coup  that  made  his  name.  Millstein  tu- 
tored the  hoard  (once  derided  as  "a  pet 
rock"  by  departing  director  Ross  Perot) 


to  become  more  active,  then  guided  the 
directoi's  tlu-ough  their  decision  to  oust 
Chairman  and  CEO  Robert  Stempel.  GM 
Vice-Chairman  Harry  J.  Pearce  says 
Millstein  "provided  guidance  on  how  to 
be  a  better  company  and  to  make  sure 
we  weren't  i-eacting  emotionally." 

Remarkably,  Millstein  wins  plaudits 
from  people  with  contrasting  perspec- 
tives on  governance.  "His  role  has  been 
that  of  a  catalyst,  bringing  together  the 
institutional  investor's  and  corporate  ex- 
ecutives to  get  them  to  agr-ee  on  what 
makes  sense  for  ever-yone,"  notes  Regi- 
nald H.  Jones,  former  chairman  of  Gen- 
eral Electr-ic  Co.  Says  Nell  Minow,  a 
principal  of  the  lens  Fund:  "If  there  is 
anybody  in  this  field  who  could  be  held 
as  a  statesman,  it  is  Ir-a." 

With  his  wavy  white  hair;  impeccably 


tailor-ed  clothing,  and  regal  bearing,  Mil] 
stein  looks  like  a  statesman.  Yet  h 
speaks  with  boyish  enthusiasm,  his  voio 
often  r'ising  to  a  near'-falsetto  as  hi 
makes  a  point — which  usually  happen 
behind  closed  doors.  His  professions 
r-elationships  tend  to  br-oaden  over-  time 
cm's  dir*ector's,  for  example,  regar'd  hin 
as  "a  real  colleague  and  ally,"  say; 
Pear-ce,  who  talks  with  him  "many  timei 
a  week."  Obser-ver-s  say  GM  seeks  hii 
input  on  an  astonishing  r-ange  of  issues 
Millstein  has  appr-oached  his  long  ca' 
reer  as  a  series  of  pr-oblems  to  be  solved 
"Tortur-e  for  him  would  be  life  without  £ 
pr-oblem,"  laughs  his  wife,  Diane,  a  r-ea 
estate  developer  who  met  him  when  h( 
was  a  teenager-  playing  stickball  on  Man- 
hattan's West  99th  Street.  That  eager- 
ness to  gr-apple  with  thor-ny  situations 
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Arcliitecture  is  like  calligrapliy. 
The  power  isn't  in  tlie  structure, 
it's  in  the  spate  around  it. 

'Which  is  why  I  appreciate  the 
s|iace  in  'World  BLisiness  Class  ". 

On  Ncjrthwest  Airlines,  space 
has  a  very  simple  and  direct 
relationship  to  the  human  body. 

It  teels  like  it's  spreading 
'v^TjX  out. .  .Stretching  out 
toward  the  sky. 

Normally  i  can  t  sleep  on 
airplanes,  biit  in  World  Hirsiness 
Class  I  sleep  very  well. 

Architects  earn  a  livin^;  by 
sitting  in  small  chairs  10  hours  at 
a  time.  So  compared  to  working, 
flying  has  becfjme  a  pleasure! 
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'When  General  Motors  went,  the  dominoes  absolutely 
fell . . .  because  GM  legitimized  an  active  board" 


helped  him  overcome  a  hard-knocks  up- 
bringing. Millstein's  father,  a  furniture 
salesman,  prospered  for  a  time  and 
moved  the  family  to  suburban  New 
Rochelle,  N.  Y.  But  he  lost  his  house  in 
the  Depr-ession,  and  the  family  retmTied 
to  the  city.  Ira  attended  Columbia  Uni- 
versity, where  he  says  he  was  told  he 
got  in  "as  part  of  the  Jewish  quota."  To 
earn  money,  he  sold  hot  dogs  at  Baker 
Field.  He  pursued  a  law  degi-ee  after 
deciding  that  his  undergTaduate  major, 
industi'ial  engineering,  was  less  chal- 
lenging than  law — and  less  hospitable 
to  Jews.  "Ira  Millsteins,"  he  says,  "didn't 
get  jobs  in  big  companies  in  those  days." 

After  a  two-year  stint  as  a  Justice 
Dept.  antitiiist  lawyer,  he  joined  Weil 
Gotshal  in  1951.  Now  a  .574-attorney 
firm,  it  had  only  about  a  dozen  then, 
and  he  did  a  bit  of  everything — filing 
tax  returns,  preparing  wills,  negotiat- 
ing divorces.  He  gi-aduated  to  antitnist, 
becoming  one  of  the  countiy's  leading 
experts.  He  also  became  known  for  his 
fluid  mind  and  healthy  impatience. 

Millstein's  Vesuvian  temper  is  infa- 
mous. His  partners  once  insisted  that 
his  office  be  soundproofed.  A  long-ran- 
ning  joke  at  the  finn  was  that  you  were 
no  one  until  Ira  fired  you — perhaps 
more  than  once.  His  disposition  is  no 
better  away  from  work,  says  his  wife, 
recalling  the  time  he  set  a  pau-  of  tennis 
rackets  on  his  car,  then  sped  away.  "He 
was  so  ticked  off,  he  didn't  play  tennis 
for  10  years,"  she  says.  "He  was  mad  at 
the  tennis  rackets." 

"SCRAMBLERS."  Millstein  concedes  that, 
early  on,  he  was  a  taskmaster.  "Wlien 
this  firm  was  growing  up,  we  were 
scramblers,"  he  says.  "We  had  to  read 
more,  winte  more,  and  just  win."  Col- 
leagues say  Millstein,  a  pailner  since 
1957,  still  thinks  nothing  of  rousing 
them  vdth  a  6  a.m.  call. 

Rarely  does  he  woiTy  about  whose 
h-e  he  arouses.  Last  year,  he  chaii'ed  a 
National  Association  of  Corporate  Di- 
r'ect(jrs  panel  that  created  a  key  set  of 
governance  guidelines.  He  refused  to 
yield  on  the  most  controversial  recom- 
mendation— limiting  memberships  of 
"professional  directors"  to  six — despite 
strenuous  objections  by  panelist  Ann 
D.  McLaughlin,  who  sits  on  16  corporate 
and  nonju-ofit  boards,  including  gm's. 

Millsteiii'f  involvement  in  governance 
began  when  he  was  hired  in  the  late 
1970s  as  oulri'ile  counsel  for  the  Busi- 
ness Roundtah!  ',  the  assemblage  of  big 


company  CEOs.  In  April,  1982,  the 
American  Law  Institute  drafted  a  re- 
poit  lu'ging  changes  that  would  make  it 
harder  for  couits  to  dismiss  shareholder 
suits.  On  the  Roundtable's  behalf,  Mill- 
stein issued  a  counterai'gument,  setting 
off  a  battle  with  attorneys  and  acade- 
mics. "I  was  attacking  the  temple,"  says 
Millstein,  "but  I  was  convinced  down 
to  my  toenails  that  litigation  was  not 
the  way  to  increase  coi'porate  perfor- 
mance." The  Institute  took  until  1994 
to  publish  its  final  report,  but  in  the 
end,  Millstein  prevailed,  and  the  section 
on  litigation  was  watered  down. 

More  important,  the  dispute  led  him 
to  steep  himself  in  the  issue  of  how 
boards  interact  with  management  and 
shareholders.  In  1987,  he  urged  the  new 

BOARDROOM  CRUSADER 


Nov.  8, 1926 


EDUCATION 


1947  B.S.  in  engineering,  Columbia 
University 

1949  LL.B.,  Columbia  University 


CAREER 


1949  To  Justice  Dept.'s  Antitrust  Div 
1951  Joins  Weil,  Gotshal  .^L-  Manxes 


1987  Urges  public  funds  to  locus 
efforts  on  boards  and  performance 
rather  than  social  issues 
1 990  Helps  create  a  board  weighted 
with  outsiders  to  aid  the  bankrupt 
Drexel  Burnham  Lambert  in 
gaining  credibility  with  creditors 
1 992  Advises  General  Motors  board 
when  it  ousts  CEO  Robert  Stempel 

1996  Chairs  National  Association 
of  Corporate  Directors  panel  that 
issues  broad  governance  guidelines 

1997  Helps  pressure  Dow  Jones 
board  into  more  aggressive 
oversight  on  behalf  of  shareholder 
Elisabeth  Goth 


FAMILY 


Married  for  47  years  to  Diane;  two 
children 


Council  of  Institutional  Investors  to  1 
cus  on  performance  and  boards  rat' 
than  poison  pills  and  social  issues 
the  audience  was  Dale  Hanson,  ceo 
California  Public  Employees'  Retireme 
System  (CalPERS).  "It  was  a  turmi 
point,"  says  Richard  H.  Koppes,  th 
CalPERS'  general  counsel.  "Here  was 
spokesman  for  Corporate  America  wl 
said  you  have  a  legitimate  giipe  if  y( 
focus  on  performance."  Within  tw 
years,  the  ftind  became  a  strident,  oft( 
effective  activist  shareholder. 
WATERSHED.  In  1989,  participants  in 
governance  seminar  began  questionii 
Millstein  about  the  board  of  client  g: 
"They  said  the  board  ought  to  be  doi: 
something,"  he  recalls.  "That  led  to 
thinking  about  being  more  forthcomi: 
with  everybody  in  Detroit."  Today, 
divides  the  history  of  governance  in' 
"pre-GM"  and  "post-GM."  Says  Millsteii 
"When  General  Motors  went,  the  dom 
noes  absolutely  fell.  After  gm,  America 
Express,  Eastman  Kodak,  Westinghous 
and  IBM  all  went.  They  did  so  becaus 
GM  legitimized  an  active  board.' 

Millstein  tends  to  view  governanc 
as  a  universal  solution.  Overseein 
Drexel  Burnham  Lambert  Inc.'s  ban! 
inptcy  from  1990  to  1992,  he  won  th 
trust  of  creditors  by  putting  together 
board  of  outsiders.  He  later  did  th 
same  at  Olympia  &  York  Co.  vsf 
staving  off  a  potentially  disastrous  bant 
ruptcy  filing  and  pennitting  a  less  dis 
i-uptive  prepackaged  bankinptcy.  "Agair 
governance  won  the  day,"  he  asserts 

To  help  Goth  pressure  the  board 
lackluster  Dow  Jones,  he  made  a  list  o 
independent  directors  and  lobbied  th 
company  to  liii'e  them.  Dow  Jones  adde( 
two  outsiders,  but  not  fi'om  his  hst.  Dri 
ven  by  several  factors — Millstein's  hir 
ing,  news  of  Goth's  campaign,  and 
large  stake  taken  by  hedge  fund  man 
ager  Michael  Price — Dow  Jones  stocl 
has  risen  15%  since  late  December. 

Dow  Jones's  survival  has  never  beei 
at  stake.  It's  merely  a  weak  performer 
The  new  challenge,  says  Millstein,  is  t( 
squeeze  better  results  from  just  sucl 
"middling,  bumjjing-along,  not-too-terri- 
ble" companies:  "That  would  be  vi  here  1 
would  like  to  see  boards  become  mor( 
active."  No  doubt,  as  that  becomes  th( 
norm,  Millstein  will  be  on  hand,  helping 
to  ratchet  up  the  pressure — and  advis- 
ing the  boards  that  respond. 

P>ij  Jolni  A.  Byrne  in  New  York,  wit 
Keith  Naughton  in  Detroit 


5* 
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HE  Customer 
Connection 
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ELECTRONIC  BANKING. 
Frequent-buyer  programs. 
Software  help  desks.  From 
telemarketing  to  account 
management  and  product  support, 
every  major  customer  contact  strat- 
egy today  depends  upon  at  least  one 
common  feature:  the  call  center. 
Even  direct  mail  pieces  now  invari- 
ably display  a  toll-free  number 
leading  straight  to  a  call  center. 

"We  view  the  call  center  as  cus- 
tomer access  technology,"  says 
Gail  Young,  director  of  call  centers 
for  North  America  in  the  Richard- 
son, Tex.,  office  of  Nortel  (North- 
ern Telecom),  the  leading  supplier 
of  U.S.  call  center  systems.  "The 
drive  for  customer  focus  has  pro- 
gressed in  recent  decades  from 
new  products  to  low-cost  manu- 
facturing and  total  quality  Now 
the  companies  that  are  truly  suc- 
cessful understand  customer  sat- 
isfaction and  loyalty.  Call  centers 
are  their  tools." 

What  makes  call  centers  the 
perfect  vehicle  for  sales,  service 
and  fulfillment  innovations?  The 
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convergence  of  internal  databases 
with  telecom  technology  has  made 
it  possible  to  meet  heightened  cus- 
tomer expectations  of  personal  ser- 
vice and  instant  response  at  a  frac- 
tion of  the  cost  of  face-to-face  sales. 

Providing  individual  service  in  a 
global  marketplace  while  driving 
down  costs  seems  like  an  impossi- 
ble proposition.  Telecom  technol- 
ogy solves  the  puzzle.  Computer 
telephony  integration  (CTI)  — 
a  multimedia  communion  of  voice, 
data  and,  ultimately,  video  — 
instantly  regulates  call  traffic  and 
displays  customer,  account,  and 
product  information  in  front  of  call 
center  agents  with  dramatic  results. 

"The  cost  of  a  face-to-face  sales 
call  is  50  times  the  cost  of  a  sales 
call  over  the  phone,"  says  Ross 
Scovotti,  publisher  of  TeleProfes- 
sional  Magazine  in  Waterloo, 
Iowa.  According  to  call  center 
consultants  Oxford  Associates  of 
Bethesda,  Md.,  customer  acquisi- 
tion and  fulfillment  costs  can  be 
1/5  to  1/10  of  comparable  direct 
sales  costs. 

No  wonder  that  more  than  half 
of  sales  in  the  U.S.  are  now  con- 
ducted over  the  telephone.  "If  you 
don't  have  a  call  center  or  run  one 
poorly,"  says  Scovotti,  "you  will 
either  lose  customers  because  you 
don't  have  the  variety  and  fre- 
quency of  service  of  your  competi- 
tors, or  you  will  go  broke  trying 
to  keep  up." 

Organizations  are  finding  all 
kinds  of  creative  ways  to  get  sales, 
serve  customers,  and  obtain  market 
information  through  their  call  cen- 
ters. Besides  the  standard  order 
and  complaint  lines,  here  are  just  a 
few  of  the  many  applications  of  a 
toll-free  service: 

>  Awareness  lines:  Tourism  depart- 
nicnts,  for  instance,  advertise  their 
destinations  with  more  information 
available  at  an  800  number. 


►  Promotional  games:  "It's  an  easy 
and  effective  way  to  generate  calls 
and  customer  excitement,"  says 
Cynthia  Grimm,  vice-president 
of  Technical  Research  Assistance 
Programs  in  Arlington,  Va. 

►  Market  analysis:  Asking  a  few 
demographic  questions  of  callers 
who  respond  to  an  advertising  pro- 
gram can  tell  you  whether  you're 
reaching  the  intended  market. 

►  Advice  lines:  "If  your  company 
is  giving  advice,  you're  often  per- 


PROJECTED  GROWTH  IN 
800/888  MINUTES 


1996 
1997 
1998 
1999 
2000 
2001 


116.0 
133.5 
153.5 
176.5 
203.0 
233.4 


Hundreds  of 
millions 

of  800/888 
minutes 


800/888  PRICE  DECLINES 

Average  price  per 
minute  (projected) 


1997 
1998 
1999 
2000 
2001 


$.090 
$.085 
$.080 
$.076 
$.073 


(-7%) 
(-5%) 
(-5%) 
(-5%) 
(-5%) 
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Although  use  of  toll-free  minutes  is  on 
the  rise,  prices  will  continue  to  fall. 

ceived  as  the  expert  in  the  field 
offering  high-quality  products  and 
services,"  says  Grimm. 
►  Technical  assistance:  A  support 
desk  to  offer  assistance  to  trained 
technicians  or  dealer  service  man- 
agers provides  added  customer 
value  and  an  early-warning  system 
for  product  troubles. 

Customers  insist  on  quick  recog- 
nition and  ongoing  corporate  mem- 


ory —  and  the  call  center  meets  the 
demand  or  fails  in  its  mission. 

EMERGING  CALL 
CENTER  TECHNOLOGY 

Telecom  carriers  are  offering 
increasingly  sophisticated  aux- 
iliary network  services  that 
enhance  the  value  of  each  minute. 
AT&T  offers  network-based  queu- 
ing, for  instance,  and  advanced 
routing  solutions.  These  include 
Intelligent  Call  Processing  — 
a  network  product  that  routes 
calls  according  to  client  parame- 
ters and  Call  Center  Transaction 
Manager,  another  network  prod- 
uct that  balances  automated 
call  distribution  (ACD)  creating 
one  "virtual"  center. 

Last  year,  AT&T  also  began 
offering  Internet  call  center 
technology  —  known  as  Project 
iA  —  that  lets  agents  speak  with 
consumers  while  they  are  still 
on-line  at  a  Web  site.  Project  iA 
includes  "page-push"  capability 
so  that  agents  can  send  pho- 
tographs or  diagrams,  for 
instance,  to  the  caller.  "We  pro- 
vide services  from  the  simplest  to 
the  most  complex,"  says  Jody 
Wacker,  national  marketing 
director  for  AT&T  Call  Center 
Solutions,  "to  allow  our  cus- 
tomer to  move  toward  the  next 
generation  of  call  centers." 

The  rush  to  the  call  center 
market  is  gathering  momentum. 
Manufacturers  such  as  Nortel, 
Lucent,  Rockwell  and  Siemens 
Business  Communications  Sys- 
tems shipped  11,500  systems  in 
1996  —  growing  since  1994 
at  about  20%  a  year  —  bringing 
the  total  to  63,000  installed. 
By  2001,  The  Pelorus  Group, 
a  telecom  industry  analyst  in 
Raritan,  N.J.,  projects  sales 
to  nearly  double  to  22,000  sys- 
tems. "This  growth  is  unabated 
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Some  Use  This 
For  Small  Tcilk 


e  Use  It  For 
Business 


Companies  looking  to  grow  into  tlie  next 
millennium  know  that  -  in  the  hands  of  MATRIXX 
-  the  phone  is  one  of  their  most  powerful  busi- 
ness-building and  customer  management  tools. 
MATRIXX  has  helped  clients  increase  sales  and 
improve  customer  satisfaction,  all  while  reducing 
costs.  That's  why  so  many  Fortune  500  companies 
choose  MATRIXX  for  total  customer  management 
that  integrates  expert  customer  service,  sales 
management,  and  cutting  edge  interactive 


services  such  as  E-mail  management  and 
Interactive  Voice  Response.  MATRIXX  understands 
the  emerging  communication  technologies  that 
are  reshaping  how  today's  industry  leaders  will 
remain  the  leaders  of  tomorrow.  And  adopting 
this  expertise  to  help  lead  your  company  into 
the  future  is  as  simple  as  picking  up  the  phone 
and  dialing  1-800-MATRIXX  today. 
For  more  information,  visit  us  on  the  World-Wide 
Web  at  http://www.matrixx.com. 
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and  unlikely  to  end  for  the  fore- 
seeable future,"  says  Sheila 
McGee-Smith,  Pelorus's  director  of 
analysis  and  forecasting. 

Not  only  are  corporations  buy- 
ing call  centers,  they're  upgrading 
their  switches  on  a  regular  basis. 
"The  technology  is  changing  so 
quickly,"  says  McGee-Smith.  "it 
makes  sense  to  upgrade  as  soon  as 
possible." 

CThTHE  RELATIONSHIP  BUILDER 

In  Sioux  Falls,  N.  Dak..  300  agents 
at  the  National  Telemarketing 
Fulfillment  Center  are  taking 
orders  for  everything  from  televi- 
sion programming  to  computer 
software.  As  both  a  call-center- 
for-hire  and  fulfillment  house. 
NTFC  makes  and  takes  a  million 
calls  a  month  in  response  to  pro- 
motions for  Whirlpool,  RCA. 
Home  Box  Office  and  numerous 
other  clients.  "We've  dabbled  in 
every  industry  you  could  think 
of."  says  NTFC  president 
Ralph  Warren,  "and  we 
want  to  stay  diversified." 

What  makes  such  vol- 
ume and  variety  possible  is 
computer  telephony  inte- 
gration, or  CTF  Simply  put. 
CTI  reads  coded  informa- 
tion from  the  telephone  network 
—  the  caller's  number,  for 
instance,  or  the  number  dialed  — 
and  plugs  it  into  a  computer.  The 
computer's  software  can  then 
identify  the  caller  or  the  purpose 
of  the  call  —  and  make  intelligent 
decisions. 

At  NTFC.  an  ACD  switch  sends 
calls  to  agents  trained  for  the 
product  in  question.  High-volume 
or  targeted  customers  may  get 
priority  service.  Customer  infor- 
mation from  the  client  database 
is  displayed  instantly  on  screen, 
allowing  the  agent  to  answer 
with  the  client's  company  name. 


addressing  the  customer  person- 
ally. On-screen  scripts  prompt  the 
sales  pitch  and  a  "whisper  mode" 
in  the  agent's  ear  acts  as  a 
reminder  of  any  forgotten  details. 
"We're  able  to  answer  objections 
and  cross-sell."  says  Warren.  "It 
gives  us  a  lot  of  flexibility." 

The  smart  networks  that  CTI 
makes  possible  show  up  in  all  kinds 
of  services  carrying  added  value 
and  cost  savings.  To  cite  just  a  few: 
►  Intelligent  routing:  Identifies  the 
caller's  number  (or  number  dialed) 
and  directs  the  call  to  the  most 


productivity  by  70%  to  300%. 

►  Interactive  voice  response:  Auto- 
mates routine  calls  through  touch- 1 
tone  keying  or  voice  recognition. 
Reduces  agents'  call  volume  by 
20%  to  30%. 

►  Virtual  ACD:  Channels  800/888 1 
calls  to  the  closest  branch  office  or 
the  first  available  agent. 

Handling  calls  for  a  variety  of  | 
clients  and  products,  as  any  call 
center  outsourcer  understands, 
presents  special  difficulties.  Prod- 
ucts have  different  peak  periods 
and  an  onrush  of  inbound  calls  may 


suitable  agent  —  across  the  floor, 
across  continents  and  in  some 
cases  across  oceans.  Makes  it  pos- 
sible to  respond  in  Spanish,  for 
example,  or  instantly  connect  a 
frequent  investor  with  a  mutual 
fund  expert. 

Screen  pop:  Recognizes  a  familiar 
number  and  simultaneously  "pops" 
customer  or  product  information  on 
the  agent's  screen.  Typical  savings: 
20  to  45  seconds  a  call. 
>■  Predictive  dialing:  Automatically 
dials  calls.  This  eliminates  fax 
machines,  voice  mail,  and  no- 
answers  before  handing  over  live 
calls  to  agents,  raising  call  center 


clash  with  the  need  to  make  out- 
bound callbacks,  survey  queries,  or 
telemarketing  calls. 

At  International  Data  Response 
Corp.  of  San  Diego,  Calif.,  the 
answer  is  a  predictive  dialer  inte- 
grated with  an  ACD  switch  that 
enables  each  agent  to  become  a 
universal  station.  The  predictive 
dialer  places  calls  when  inbound 
inquiries  are  less  frequent.  When 
inbound  calls  start  coming  at  a 
faster  pace,  the  switch  gives  them 
priority.  "We  optimize  our  use  of 
agents,"  says  IDRC  president  Dan 
Plashkes.  "Instead  of  waiting  for 
calls,  they're  doing  outbound." 

Even  in  the  most  straightfor- 
ward applications,  the  versatility 
and  speed  required  of  the  call 
center  agent  make  certain  CTI 
applications  a  must.  "You  need  an 
intelligent  agent,"  says  Nortel's 


For  instance,  it  could  be  more  thorough  in  explaining 
hy  Singapore  is  the  ideal  location  for  your  call  centre  in 
sia-Pacific. 

It  could  maybe  describe  the  world-class  infrastructure 
I  Singapore  that  makes  it  the  region's  most  conducive 
usiness  environment. 

It  could  perhaps  talk  about  Singapore's  multilingual 
'orkforce  which  has  been  consistently  rated  the  world's 
est. 

And  it  could  possibly  elaborate  on  Singapore  Telecom, 
nd  how  we  can  handle  all  your  call  centre  needs.  Like 
esigning  and  implementing  telecommunication  networks, 
ourcing  for  space.  Recruiting  staff.  Having  a  com- 
rehensive  range  of  services.  And  boasting  attractive  IDD 
nd  freephone  rates.  In  short,  being  your  total  call  centre 
olution  provider. 


Now  if  you're  starting  to  feel  there's  nothing  really 
lacking  in  this  ad,  there  is.  And  that  is  your  response.  So 
we'd  appreciate  you  calling  us  at  (65)  738-3838.  Or  sending 
us  the  completed  coupon.   

Then,  everything  would     H/  SingapOrC 

be  just  perfect.  Lx  ■  Telecom 

Service  first.  Always. 

Yes,  I  would  like  to  know  more  about  making  Singapore  my  Call  Centre. 

Name  


Designation, 


Company  Name:  ^ 
Company  Address: 
Tel:  


Please  fax  coupon  to  (65|  733  3008 


Fax: 


BW  28/4 


S    enquiries    Tel    1-  2  0  3  -  4  5  4  -  6  8  0  0      Fax     1-2  0  3-4  5  4-1  9  2  3,    Europe    enquiries:    Tel    4 4  - 1 7 1 ■ 8 3 1 ■  6  6  8  8    Fax     4  4-1  7  1-8  31-2  2  8  8 
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Gail  Young.  "CTI  makes  good 
agents  appear  even  smarter." 

Some  organizations  are  actually 
using  CTI  software  applications  to 
attain  the  ultimate  in  instant 
response:  customer  self-service. 
Mosai.x  Inc.  of  Redmond.  Wash., 
combines  its  expertise  in  predictive 
dialer  applications  and  workflow 
automation  to  allow  clients  —  usu- 
ally financial  services  and  telecom- 
munications companies  —  to  link 
the  call  center  with  automated 
back-office  processes. 

The  results  carry  far-reaching 
implications:   call  center 
agents    have    access  to 
unstructured  customer  his- 
tory such  as  faxes,  letters,  and 
application  forms  as  well  as 
the  usual  structured  database 
information.  Plus,  customers 
have  the  ability  to  initiate 
orders,  inquiries  or  com- 
plaint processes  themselves, 
and  by  using  a  reference 
number,  track  their  progress 
and  be  delivered  immedi- 
ately to  the  appropriate 
point  in  the  process  for  fol- 
low-up. "By  bringing  all  of  that 
information  to  the  agent's  desktop, 
it's  possible  to  manage  the  entire 
customer  relationship  rather  that  a 
single  transaction,"  says  Mosaix's 
senior  vice-president  Steven  Adams. 
"You  can  provide  a  level  of  service 
equivalent  to  the  value  of  the  cus- 
tomer to  the  business." 

According  to  a  1996  Pelorus 
Group  survey,  about  \?<%  of  call 
centers  now  use  CTI  and  another 
H%  are  testing  or  implementing  it. 
However,  the  study  forecasts  that 
the  current  ratio  of  73%  custom- 
made  to  27 off-the-shelf  will 
drop  to  .SS'X>  custc)m-made  to  42% 
off-the-shelf  by  1999.Tliis  will  bring 
prices  down.  CTI  is  then  expected 
to  be  the  force  it  has  always 
promised  to  become. 


The  real  challenge  will  be 
preparing  for  the  organizational 
impact  of  CTI.  "Planning  CTI 
applications  comes  with  huge  cor- 
porate implications,"  says  Pat 
Shafer,  general  manager  for  call 
center  applications  at  Lucent  Tech- 
nologies. Some  recurring  dilemmas: 
deciding  which  internal  systems 
will  be  connected  to  the  network 
—  and  how  —  and  which  ones 
need  to  be  rebuilt.  Also  marketing, 
information  systems,  and  financial 
control  personnel  frequently  have 
not  met  one  another,  despite  the 


WHY  DO  CUSTOMERS  STOP  BUYING? 


It's  service,  not  product  or  prices 

Better 

Product 

X^S%  ^5%N^0ther 
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/  15%                           \    Lack  of 
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fact  that  their  systems  must  now 
work  together  seamlessly.  Even 
details  such  as  how  much  informa- 
tion can  go  on  one  computer 
screen  pop  can  make  a  crucial 
impact  on  success. 

Open  systems  are  making  the 
job  easier  as  time  passes.  It's  not 
unusual  for  five  or  six  suppliers  to 
contribute  applications.  Integrated 
consulting  services  among  carriers 
such  as  Sprint  CallCenter  Connec- 
tion, with  close  relationships  to 
vendors  like  Rockwell,  IBM  and 
Nortel,  help  clients  make  use  of  the 
multitude  of  CTI  and  other  call 
center  technologies. 

The  arrival  of  CTI  comple- 
ments call  centers'  strong  contri- 
butions to  customer  sales  and 
service.  "Tlie  companies  that  are 


ahead  of  the  game  are  already  min- 
ing their  data,  integrating  every- 
thing they  know  about  that  cus- 
tomer," says  Eric  Shepcaro,  Sprint's 
vice-president  of  customer  engi- 
neering and  applications  support. 
"The  challenge  is  tying  it  all 
together  and  utilizing  it."  It's  a 
vision  that's  not  far  from  reality. 

OUTSOURCING: 
BRING  IN  THE  EXPERTS 

Planning  and  running  a  call  center 
is  time-consuming,  complicated, 
and  expensive  to  the  tune  of  about 
$2  million  before  consider- 
— I      ing  necessary  infrastructure 
changes,  software  integra- 
tion, and  training  costs. 

Thankfully,  industry  sup- 
pliers have  a  stake  in  your 
success.  Toll-free  service 
providers,  for  instance,  don't 
get  paid  for  incomplete  calls. 
That's  one  reason  why  carri- 
ers such  as  Sprint  Communi- 
cations Co.  have  developed 
sophisticated  one-stop  call 
center  consulting  businesses 
to  build  your  call  center, 
enhance  it  with  special  add-ons. 
train  your  staff,  handle  overflow  or 
even  run  the  center  entirely. 

Sprint's  CallCenter  Connection 
—  with  its  consulting,  network  ser- 
vices, premier  relationships,  and 
outsourcing  arms  —  is  a  suite  of 
offerings  that  gives  organizations 
numerous  options  between  "do-it- 
yourself"  and  total  outsourcing. 

An  assessment  from  the  con- 
sulting branch,  for  instance,  helps 
avoid  the  fate  of  more  than  50%  of 
new  call  centers  that  need 
redesigns  in  the  first  nine  months. 
Sprint  consultants  examine  appro- 
priate training,  real  estate,  layout, 
and  technology  as  well  as  network 
design  and  disaster  recovery  plans. 

"We're  not  just  producing  a 
pipe,"  says  Eric  Shepcaro,  Sprint's 


Outsourcing  Solutions  That  Fit  Your 


^  oday's  successful 

companies  are  always 
looking  tor  ways  to 
ease  revenues  and  reduce 
head.  One  ot  the  most  ellective 
ds  m  American  busmess  toda\' 
itsourcmg  customer  service 
sales  activities. 

r  Outsourcing  Solution 

more  than  a  decade, 
R  TeleService  Resources 
R)-a  sister  company  to 
erican  Airlines  and 
:  SABRE  Group  -  has 
vaded  quality  inbound  and 
sound  customer  call  handling 
Fortune  500  companies.  Our 
e-oF-th  e-art  centers  provide 
fessional  outsourcing  services 
the  telecommunications, 
ncial  services,  hospitality, 
irance,  entertainment,  travel 
I  consumer-direct  markets  as 
1  as  representation  and 
lagement  services  in  the 
"Id's  various  Global 
tribution  Systems  (GDS). 

lether  you  run  your  own  call 
ter  or  use  the  services  of  an 
side  provider,  you  should  call 
R  today.  Let  us  show  you  how 
IR-  quality  ser-vices  can  help 
I  locus  on  your  core  business 
lie  conhdently  leaving  your 

handling  needs  to  the  premier 

management  company 
'rating  today. 

11 800-233-9188  or  email  us  at 
rtsrcs iadfvv.net,  and  let  TSR 
p  you  improve  your  bottom  line. 


Total  Call  Center  Solutions 


?  AMR  Corp 


TeleService  Resources 


If  you  kfep  your  customers  waiting,  you  don't  keep  your  customers.  Xo\\-  ATsJ  Call  Center  Soluiioniort': 
can  help  you  better  sen  e  your  customers  through  inno\'ati\'e  net\\'ork  ser\'ices.  Acl\"anced  technology md; 
lets  \  ()u  easily  route  calls  around  your  center  or  around  the  world.  By  automating  routine  transactions fe;, 


u  u  u  .att.coin/bi  isiiiess  global  calico  iter 


Aow  may  I  help  you? 


)re  of  your  agents  will  be  available,  more  of  the  time.  And  our  consultants  can  help 
u  develop  the  tools  to  manage  and  monitor  performance  improvement.  To  see  our 
utions  in  action,  call  1  800  811-2077,  Ext.  555.  You  won't  be  waiting  long. 
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vice-president  of  customer  engi- 
neering and  applications  support. 
Even  so.  Sprint's  network  services 
branch  offers  add-on  features  to 
custom-design  the  pipehne  of  your 
choice.  Sprint  Guard  Plus  prevents 
fraudulent  stealing  of  confidential 
client  numbers,  for  instance. 
There's  also  standard  network 
options  such  as  built-in  IVR  (inter- 
active voice  response).  Network 
Call  Distributor  is  a  network-resi- 
dent traffic  handler  that  turns  mul- 
tiple call  centers  into  one  "virtuar" 
call  center  by  sampling  call  volume 
every  20  seconds  before  sending 
calls  to  the  next  available  agent. 

Sprint  Telecenters  Inc..  an  out- 
sourcing service,  consists  of  more 
than  1.000  agents  capable  of 
taking  100,000  calls  a  day.  Sprint 
Telecenters"  three  telemarketing 
sites  and  one  market  research 
operation  can  either  provide  full 
service  or  simply  take  on  peak- 
period  traffic.  "The  key  to  out- 
sourcing is  to  understand  the 
business  needs  of  the  client."  says 
Shepcaro.  "We  find  out  whether 
the  primary  goal  is  to  increase  cus- 
tomer retention  rates  or  increase 
revenues,  then  we  consider  the 
appropriate  technology." 

Outsourcing  doesn't  have  to 
mean  losing  control  of  essential 
customer  contact  functions.  .Man- 
agers at  TeleService  Resources 
Inc.  (TSR)  of  Fort  Worth. 
Tex.,  meet  with  clients 
beforehand  to  "define 
success."  If  TSR  will  be 
handling  a  customer  ser- 
vice application,  success 
could  be  defined  as 
answering  a  certain  number  of 
calls,  minimizing  waits  to  a  stated 
maximum,  and  maintaining  a  spe- 
cific a\erage  talk-time-per-call. 
Sales  applications  would  carry  a 
different  definition.  At  a  quarterly 
review   with   each   client.  TSR 


reports  on  its  performance.  In  addi- 
tion, each  of  its  eight  decentralized 
call  centers  has  a  director  with  a 
staff  responsible  for  customer 
reporting  —  on  an  hourly  basis  in 
some  circumstances. 

"Our  clients  have  entrusted  us 
with  a  significant  part  of  their  busi- 
nesses —  the  part  that  reaches  out 
and  touches  their  customers."  says 
TSR  senior  vice-president  and 
general  manager  Bill  Jackson. 
"We  are  central  to  their  success,  so 
our  focus  is  on  getting  the  results 
they  want." 

Outsourcing  call  center  ser- 
vices is  not  the  only  solution.  If  call 
volumes  are  fairly  predictable  and 
high  levels  of  corporate  consistency 
are  a  priority,  keeping  the  opera- 
tion in-house  mav  be  the  answer. 


However,  if  you  choose  to  out- 
source all  or  some  of  it.  outsourcing 
can  in  some  circumstances  elimi- 
nate duplicated  effort,  raise  pro- 
ductivity in  core  business  areas  and 
provide  better  service  for  cus- 
tomers at  a  lower  cost. 


Some  of  that  service  is 
enhanced  in  ways  that  most  orga- 
nizations would  be  hard  pressed  to 
reproduce.  The  National  Telemar- 
'  keting  Fulfillment  Center,  for 
example,  not  only  puts  300  tele- 
marketing professionals  to  work 
for  a  wide  variety  of  consumer 
product  and  service  companies, 
but  also  offers  order  fulfillment 
within  two  days  for  most  U.S.  des- 
tinations from  its  warehouses  in 
Denver.  Colo..  Sacramento,  Calif.. 
Dallas.  Tex..  Richmond.  Va.,  and 
Sioux  Falls.  N.  Dak.  Moreover, 
advanced  CTI  applications  keep 
call  response  times  down  to  less 
than  10  seconds  with  an  abandon 
rate  of  less  than  5%. 

Added  value  may  also  come  in 
the  form  of  database  expertise.  Pre- 
cision Response  Corp.  in  Fort 
Lauderdale.  Fla..  runs  4.200  work- 
stations in  11  call  centers  for 
about  35  mostly  blue-chip  clients. 
Its  sizeable  group  of  320  informa- 
tion services  professionals  help 
PRC  clients  build  and  analyze 
huge  customer  databases.  Their 
contributions  are  invaluable,  says 
PRC  President  David  Epstein.  "If 
customers  don't  understand  a  cer- 
tain promotion."  he  says,  "we  can 
tell  them  right  away  and  suggest 
modifications." 

PRC  is  using  its  edge  in  infor- 
mation technology  in  other  ways  as 
well.  Online 
handbooks 
let  agents 
run  self-help 
tutorials  dur- 
ing down- 
time, while 
networked  imaging  technology 
allows  agents  to  call  up  a  three- 
dimensional  picture  of  complex 
products  as  they  work  on  customer- 
help  desks. 

Another  advantage  of  more 
sophisticated  outsourcers  is  the 
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ability  to  incDrporate  Internet  and 
electronic  messages  into  the  call 
center  mix.  Some  sources  estimate 
that  electronic  contacts  will 
account  lor  30%  to  40%  of  call 
center  traffic  by  the  year  2000. 

International  Data  Response 
Corp.,  a  3,000-station  service  orga- 
nization based  in  San  Diego,  Calif, 
offers  an  Internet  call-back  service. 
Users  simply  click  a  call-back  box, 
provide  a  telephone  number  and 
an  agent  immediately  calls  back. 
In  addition,  a  "chat"  function 
allows  customers  to  connect 
directly  with  a  call  center  agent  and 
communicate  using  their  computer 
keyboard.  Recently,  IDRC  added  an 
upgraded  call-back  service  that 
automatically  displays  on  the 
agent's  screen  the  Web  page  from 
which  the  caller  sent  the  message. 


Says  IDRC  President  Dan  Plashkes, 
"We  believe  the  Internet  will  grow 
call  center  businesses  radically." 

Matrixx  Marketing  Inc.,  a  sub- 
sidiary of  Cincinnati  Bell  and  the 
largest  of  the  teleservice  companies 
with  21  call  centers  and  15,000 
employees  in  the  U.S.  and  Europe, 
has  taken  a  further  step  into  the 
wired  world  by  offering  e-mail 
management.  It's  a  territory  so 
unwieldy  and  unmonitored  that 
most  organizations  have  not  even 
begun  to  organize  it.  "There's  no 
specific  management  and  no  track- 
ing of  what's  said  to  clients,"  says 
Elizabeth  Stites,  Matrixx's  director 
of  marketing.  "No  one  has  the  infra- 
structure or  the  people  to  do  it.  But 
we  have  created  a  simple  solution." 

The  solution:  Matrixx's  Cyber- 
Response  software.  It  allows  rep- 


resentatives to  modify  and  catego- 
rize messages,  catalog  replies,  and 
collect  statistical  reports.  Matrixx 
also  keeps  messages  behind  a  secu- 
rity firewall  to  defend  against 
viruses.  "With  CyberResponse," 
says  Stites,  "we  can  make  sure  rep- 
resentatives replies  are  correct, 
high-quality  communications 
returned  usually  within  24  hours." 

Outsourcing  is  a  dependable 
solution  to  the  complexity  of  run- 
ning a  call  center.  It  avoids  obso- 
lescence and  saves  on  initial  capital 
outlays.  You  can  also  utilize  the  cov- 
erage of  a  much  larger  organiza- 
tion. Matrixx's  call  centers  dedi- 
cated to  DirecTV  Inc.'s  commercial 
satellite  television  service  employ 
three  times  more  staff  than 
DirecTV  itself.  "Our  clients  are  out- 
sourcing their  customer  relation- 
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You  know  that 
giving  customers 
what  they  want 
when  they  want 
it  is  the  key  to 
being  successful. 

Whether  it 
is  a  long  term 
or  short  term 
project,  we 
are  available 
to  help  you 
deliver  results. 


We  Are  Experts  In  Many  Different  Areas. 

•  Catalog  sales,  service  and  fulfillment 

•  Selling  or  promoting  specific  products  or  events 

•  Cold  calling,  lead  generation  and  lead  follovi'-up 

•  Account  management  on  an  on-going  basis 

•  Handling  overflow  and  after-hours  service 

•  Complete  order  taking  and  fulfillment,  including 
credit  card  processing,  packing  and  shipping  products 

We're  Capable  Of  Handling  Large-Scale  Projects. 

•  We  have  the  capacity  to  fill  300  workstations  and  480  lines 

•  We  employ  approximately  70  inbound  and  20  outbound, 
plus  a  crew  of  part-time  CSRs 

•  Our  average  weekly  call  volume  is  25,000 

•  We  process  approximately  8500  credit  card  orders  per  month 

•  We  have  four  fulfillment  warehouses  across  the  nation 

Our  Telemarketers  Are  Trained  To  Close  The  Sale. 

•  Response  time  standards  are  at  5-8  seconds 

•  Abandon  rates  are  under  5"/,, 

•  Our  CSRs  work  in  a  positive  atmosphere  and  are  rewarded 
for  good  work 

•  On-going  inbound  and  outbound  training  is  given,  along 
with  sales  technique  and  communications  skills 


w  e've  been  in  the  telemarketing 
business  for  over  1 5  years.  Our 
iVlidwestern  work  ethic  has  proven 
to  be  an  outstanding  asset  for 
companies  like  Gateway 2000  and 
Citibank  (SD).  And  we  can  put  that 
ethic  to  work  for  you. 

Our  list  of  satisfied  clients  includes 
Fortune  500  companies  like  HBO, 
RCA,  Whirlpool,  SHOWTIME  and 
accomplished  regional  companies 
such  as  Entertainment  Direct  and 
Builder's  Express.  We've  customized 
our  services  to  fit  their  needs 
perfectly,  and  we're  ready  to  do 
the  same  for  you! 


National  Telemarketing 
Fulfillment  Center 

A  Division  Of  Warren  Companies 
300  East  50th  Street  North 
Sioux  Falls,  SD  57104 


Call  1-800-811-8958 

email:  sheri@pchsat.c6m_ 


meeting  for  r 
Executives  and  Senior 
Managers  directing  the  future 
of  their  Call  Center  activities 
within  the  context  of  corporate 
strategy,  advancing  technology 
and  the  changing  marketplace. 
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ships  to  us  because  we  are  the  experts,"  says  Stites.  "That 
allows  them  to  be  more  effective  at  what  they  do." 

800  ANYWHERE:  CALL  CENTERS  GOING  GLOBAL 

Global  tSOO  numbers  now  reach  across  borders.  On 
February  1, 1997,  the  International  Telecommunication 
Union  (ITU)  in  Geneva,  Switzerland,  began  assigning 
eight-digit  toll-free  numbers.  The  ITU  has  registered  only 
20,000  numbers,  but  there  are  about  nine  million  seven- 
digit  800  numbers  in  North  America. 

A  single  toll-free  number  that  can 
be  dialed  anywhere  in  the  world 
opens  a  gateway  to  worldwide  reach 
and  brand  awareness  for  organizations 
of  any  size.  "This  will  be  a  key  piece  of 
any  global  marketing  strategy  as  tele- 
com rates  continue  to  fall,"  says  Chris 
Busch,  director  of  marketing  for  dis- 
count long-distance  telecommunica- 
tions provider  USA  Global  Link  in 
Fairfield,  Iowa.  "These  numbers  will 
become  million-dollar  properties." 

Si.xteen  countries  are  already  participating:  Australia, 
Belijium,  Canada,  Denmark,  Finland,  France,  Germany, 


Hong  Kong,  Ireland,  Japan,  the  Netherlands,  Norway, 
Singapore,  Sweden,  the  U.K.,  and  the  U.S.  Soon,  Israel, 
New  Zealand,  and  other  nations  are  expected  to  follow. 

Applicants  must  apply  through  local  agencies  such  as 
USA  Global  Link  to  obtain  an  eight-digit  global  num- 
ber. The  fee  is  $275. 

The  breakthrough  can  only  add  fuel  to  the  already  hot 
market  for  international  call  centers.  The  Gartner  Group 
is  forecasting  the  European  call  center  software  market 


Customer  Relationship  Management 

Call  centers  are  a  strategic  business  asset.  Why? 
Because  they  are  the  most  commonly  used 
means  of  communicating  with  your  customers. 
And  today's  business  imperative  —  no  matter  what 
business  you're  in  —  is  profitably  managing  your  cus- 
tom er  rt'lationsh  ips. 

It's  a  never-ending  task  acquiring  customers,  retain- 
ing them,  and  managing  information  about  them.  And 
it's  not  all  talk.  These  days  customers  contact  you  in 
many  ways  and  in  many  places  within  your  enterprise. 
By  telephone  to  be  sure.  But  fax,  e-mail,  correspon- 
dence, and  the  Internet  also  represent  ways  your  cus- 
tomers interact  with  you,  from  your  call  center  agents 
to  "behind  the  scenes"  workers  in  back  office  opera- 
tions. And  all  of  that  information  is  vital  when  com- 
municating with  your  customers.  Remember,  your  call 
center  agents  are  managing  more  than  a  transaction  — 
they're  managing  a  relationship. 

To  learn  more  about  how  Mosaix  is  rapidly  deploy- 
ing call  center  applications  and  automating  critical 
busincs:-  processes  that  put  customer  information  at 
your  fi n,i:i  ri ips,  call 

Mdsaix 

1-888-4MOSAIX 

Managinf;  lir:  electronic  space  between  vou  and  vour  customers 


will  double  during  both  1997 
and  1998  from  its  present 
level  of  $1 10  million.  World- 
wide, the  $500-million  call 
center  market  is  expected  to 
rocket  to  $10  billion  by  2001 , 
according  to  Dataquest/ 
Gartner  Group  figures. 

The  Asia  Pacific  region  is 
also  a  target  of  call  center 

attention.  Sixteen  call  centers  have  opened  in  Singapore 
since  1994,  attracted  by  the  republic's  multilingual  soci- 
ety, competitive  telecom  rates,  and  central  geographical 
positioning  in  southeast  Asia.  "Some  centers  are  just 
local,"  says  Tan  Jung  Hui.  product  manager  at  Singa- 
pore Telecom,  "but  many  also  serve  Thailand,  the 
Philippines,  Hong  Kong,  Indonesia,  and  Malaysia." 

Another  prime  player  in  the  region  is  Australia's 
major  carrier,  Telstra  Corp.  "The  availability  of  skilled 
labor  and  the  relatively  low  cost  of  real  estate  are 
Australia's  key  strengths,"  says  Bill  Costa,  Telstra's 
vice-president  of  sales  and  marketing.  Telstra  also 
offers  an  equipment  lease-purchase  option  with  on- 
going upgrades. 

As  opportunities  and  choices  multiply,  the  allure  of 
international  call  centers  is  brighter  than  ever.  • 

John  Southerst  Is  a  business  journalist  and  communications 
consultant  based  in  Toronto,  Canada. 

Design  by  Sliostal<  Studios,  Inc.,  New  York 
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COMMENTARY 

By  Peter  Coy 


'STMNDED  ASSETS':  WHO  SHOULD  FOOT  THE  BILL? 


1^  $50  billion-a-year  battle  : 
ing  over  a  herd  of  white 
phants.  Electric  and 
lone  companies  fear  that 
ice  deregulated,  they  will 
'  stuck  with  annual  costs 
1  that  scale  for  the  care 
id  feeding  of  the  herd — 
imely,  assets  such  as  nu- 
3ar  power  plants  and  ob- 
■lete  telephone  switches 
at  are  rendered  uneco- 
)mical  by  the  coming  on- 
aught  of  competition. 
In  other  industries,  un- 
impetitive  asset.^  are  sim- 
y  written  off  the  books, 
ut  the  utilities  want  pemii; 
on  to  keep  earning  profits 
lese  "stranded  assets."  They  argue 
lat  they  invested  for  the  public 
)od  on  the  assumption  that  theu* 
onopohes  would  be  preserved,  and 
lat  to  devalue  their  assets  now  by 
cposing  them  to  competition  with- 
it  recompense  amounts  to  an  un- 
)nstitutional  "taking"  of  their  prop- 
•ty.  Opponents  answer  that  utilities 
ere  never  promised  peiTnanent  pro- 
!Ction  from  competition — and  that 
)  compensate  them  would  deprive 
jstomers  of  the  benefits  of  deregu- 
tion,  while  penahzing  efficient  com- 
stitors  that  don't  need  protection. 
OUGH  LUMPS.  Neither  side  is  100% 
ght  in  this  dispute.  Companies  and 
leir  shareholders  deserve  full  com- 
ensation  for  government-mandated 
ivestments  and  contracts.  But  regu- 
itors  ought  to  be  tough  on  invest- 
lents  that  the  companies  made  vol- 
ntarily — insisting  on  evidence  that 
le  spending  was  not  pie-in-the-sky. 
Iven  when  company  managers 
lade  investments 
rudently,  share- 
olders  should  be 
)rced  to  take  some 
f  the  lumps  for 


The  cause  of  the  controversy  is 
that  once  legal  entry  barriers  fall  in 
electricity  generation  and  local  phone 
service,  investments  that  earned  a 
return  when  prices  were  high  sud- 
denly become  uneconomical.  An  elec- 
tric utility,  for  instance,  can't  charge 
12(2  per  kilowatt-hour  for  power  from 
its  nuclear  plant  once  a  customer  is 
fr-ee  to  buy  it  for  4(2  per  kilowatt- 
hour  fi'om  someone  else's  natural- 
gas-fii'ed  generating  plant. 

Rather  than  write  off  such  an  in- 
vestment, the  electric  company  that 
owns  the  wires  that  deliver  electrici- 
ty to  yoiu'  house  might  seek  the  gov- 
emment's  permission  to  put  a  sur- 
charge on  youi'  bill  if  you've  switched 
to  a  competitor's  electricity.  The  sur- 
charge would  help  pay  off  power 
plants  and  other  assets  that  you 
"stranded"  by  switching.  In  the  local 
phone  business,  prices  are  being 
forced  down  mainly  by  regulation 


Shareholders  vs.  Customers 


le  decisions  that 
orned  out  wi-ong. 
lost  important, 
rguments  over 
Uocating  stranded 
osts  should  not 
e  peiTnitted  to  de- 
ly  the  onset  of 
eregulation. 


Deregulation  will  substantially  lower  prices  for  electricity  and  local  phone 
service — provided  that  utilities  aren't  allowed  to  recoup  from  customers 
the  entire  decline  in  value  of  their  existing  high-cost  investments 


ELECTRIC  UTILITIES 

LOCAL  PHONE  COMPANIES 

Decline  in  value  of  high-cost  assets  from 

$200  billion 

$30  billion 

jv  increased  competition 

Decrease  in  rates  if  regulators  deny 

20% 

6% 

companies  compensation  for  the  decline 

DATA:  BUSINESS  WEEK 

rather  than  market  forces.  There, 
ione  companies  are  hoping  to 
be  allowed  to  keep  biUions  of 
dollars  in  undei-water  assets 
on  theii"  regulatory  books 
and  charge  customers  for 
depreciation  on  them. 
ZERO  SUM.  This  adds  up  to 
real  money.  According  to 
some  estimates,  roughly 
$200  billion  of  electiic-utility 
assets — such  as  costly  gen- 
erating plants  and  fuel-pur- 
chase contracts — will  be 
rendered  uncompetitive,  or 
sti'anded,  by  retail-market 
competition.  Figiu-e  that  a 
utility  needs  to  pull  in  $20  in 
annual  revenue  per  $100  in  assets 
to  cover  profit,  taxes,  and  deprecia- 
tion. That's  $40  billion  a  year  up  for 
grabs,  equal  to  20%  of  the  industry's 
total  annual  I'evenue.  In  phone  ser- 
vice, about  6%  of  industry  revenues 
ai'e  affected.  While  many  other  forces 
influence  prices,  this  one  factor — a 
complete  denial  by  regulators  of  any 
return  on  stranded  assets — would  by 
itself  cut  electric  rates  20%  and  local 
phone  rates  6%.  In  reaUty,  a  cut  that 
draconian  will  never  happen. 

Ultimately,  the  debate  over  who 
pays  for  stranded  costs  is  a  zero- 
sum  game — a  matter  of  fairness,  not 
economics.  There  is  no  net  benefit  to 
society  if  shareholders  pay  a  little 
more  and  customers  a  little  less,  for 
instance.  The  I'eal  benefits  of  effi- 
ciency and  innovation  will  come 
when  competition  takes  hold  in  the 
retail  sale  of  electricity  and  in  local 
phone  service.  RegTjlators  and  law- 
makers, who  have  often  been  co- 
opted  by  the  utihties  they  oversee, 
should  take  this 
chance  to  show 
some  fortitude.  In 
retui'n  for  taking 
some  white  ele- 
phants off  utilities' 
hands,  they  should 
insist  on  measures 
to  bring  on  genuine 
competition,  as  soon 
as  possible. 

Coy  is  associate 
economics  editor. 
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Personal  Business 


Spring.  1997,  just  might 
be  a  roadster-lover's  nii-- 
vana:  A  trio  of  terrific 
new  German  two-seaters 
from  BMW,  Mercedes-Benz, 
and  Porsche,  all  close  to 
$40,000,  are  arriving  along 
with  the  first  balmy  breezes 
that  inspire  the  yearning  to 
flip  back  the  toj)  and  go  for  a 
spin.  Also  making  its  debut 
is  the  much-pricier  XK8  con- 
vertible, Jaguar's  first  new 
sports  car  in  21  years. 

The  XK«,  with  a  base  stick- 
er of  $70,480,  along  with  the 
XK8  coupe,  beginning  at 
$65,480,  belong  to  a  more  lux- 
urious touring  class  than  the 
new  crop  of  spunky  little 
roadsters.  But  all  four  droji- 
tops  are  solid  driving  ma- 
chines, a  far  cry  from  the 
shake-and-rattle  convertibles 
of  the  past. 

LAUNCH.  A  few  years  ago. 
when  BMW,  Mercedes,  and 
Porsche  announced  plans  foi- 
the  near-simultaneous  launcli 
of  thi'ee  new  roadsters,  skep- 
tics wondered  if  the  result 
would  be  a  glut  that  would 
overwhelm  demand  in  the 
waning  segment.  So  far, 
though,  all  three  are  in  high 
demand  and  are  good  enough 
to  sustain 
the  kind  of 
long-lived  en- 
thusiasm for  two-seaters  that 
only  the  less  e.xpensive  Maz- 
da Miata  has  enjoyed  in  re- 
cent years. 

The  German  luxury  car- 
makers are  also  counting  on 
the  new  models  to  bring 
younger  customers  into  their 
showi'ooms  for  the  fu-st  time. 
In  hopes  that  those  buyers 
will  return  for  luxuiy  sedans 
in  future  years,  the 
manufacturers 
are  leaning 
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hard  on  dealers  n  a 
customers  by  inflating  prices 
while  the  new  roadsters  are 
in  short  supply. 

The  remarkably  distinct 
personalities  of  the  new  en- 
tries have  al- 
layed any 
fears  that 
the  auto  makers  would  end 
up  fighting  over  the  same 
customers.  BMW's  Z3,  now 
available  with  a  six-cyHnder 
engine  as  well  as  the  origi- 
nal four-banger,  is  likely  to 
be  the  choice  of  the  tradi- 
tional roadster  enthusiast. 
The  Mercedes  slk  is  the 
classy  one,  with  stylish  lines 


.111(1  a  techniilMUi  pai  lieu 
chassis  that  will  attract  new- 
comers to  the  segment. 
Porsche's  Boxster  marks  the 
company's  long-awaited  re- 
turn to  this  niche  and  is  sure 
to  delight  sports-car  puiists. 

The  Boxster  certainly 
scores  highest  on  the  adrena- 
Kne  meter.  It  is  qmck  and  ex- 
tremely responsive  on  sharp 
turns.  Road  &  Track  maga- 
zine rated  it  the  fleetest  of 
the  three  at  6.1  seconds,  zero 
to  60.  And  at  high  rpms,  the 
engine  emits  a  satisfyingly 
throaty  gi"owl. 

Starting    from  scratch, 
Porsche  designed  the  most 
innovative  car.  Its  placement 
f  the  2.5-liter,  six-cylinder 
engine  between  the 
axles,  just  behind 


like   weight  balance. 
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Boxster's  interior  features 
triple  cluster  of  blac 
gauges,  trimmed  in  shin 
black  plastic. 

Unclip  a  safety  latch,  an 
the  Porsche's  softtop  autc 
matically  retracts  in  12  sec 
onds.  There's  also  an  options  ttoj 
55-pound,  lift-off  hardtop  fei 
And  the  mid-engine  aiTange  ofefj, 
ment  allows  for  two  trunks- 
front  and  back — that  providi 
9.1  cubic  feet  of  top-dowAf,]  fjj 
space,  considerably  more  thai  f 
the  capacity  of  its  rivals 
TOGGLE.  Porsche  lovers  vnL 
insist  on  the  five-speed  mannuff, 
ual  transmission.  But  thost 
planning  to  use  the  Boxstei 
to  commute  in  stop-and-g( 
traffic  might  prefer  the  Tip  j'j 
tronic  automatic  transmis^ 
sion,  a  $3,150  option  that  al  fenaie 
lows  the  driver  to  make 
manual  shifts  by  toggling  Sitjojj 


PORSCHE  BOXSTER 

$40,745 


Placing  the  engine  just 
behind  the  seats  has  created 
race-car-like  weight  balance 
and  additional  trunk  space 
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JAGUAR  XK8 

$70,480 

-dead  gorgeous  lines, 
ded  walnut  console, 
ter,  aluminum  V-8, 
290  silky-smooth  horses 

;h  on  the  steering  wheel, 
le  fact  that  Mercedes  is 
offering  the  slk  with  an 
fTiatic  transmission  is  the 
clue  that  this  car  is 
ed  for  a  completely  dif- 
at  customer  than  the 
^ter.  Its  sleek  wedge 
e  and  creature  comforts 
'unce  a  sporty  car  for  a 
ry  buyer.  Inside,  the 
)  instrument  panel  sports 
me-ringed  gauges,  and 
j's  a  snazzy,  optional  two- 
d  leather  interior 
ercedes  has  crammed  the 
vith  such  technological  in- 
itions  as  an  automatically 
ictable  hai-dtop.  One  touch 
25  seconds  later,  the  top 
folded  itself  into  the  tnmk 
a  praying  mantis.  Best  of 
mth  the  hardtop  up,  the 
is  a  solid,  quiet  coupe. 
1  traction  control  and 
ed  seats,  the  slk  can  be 
en  all  year  round,  al- 


though as  a  rear- 
wheel-drive  model  it"^' 
won't  perform  well  on 
the  worst  slick  winter 
roads.  You  even  get  a 
glass  rear  window 
that  folds  down,  too, 
instead  of  plastic  that 
eventually  cracks  or 
goes  cloudy. 
SENSOR.  One  other 
new  electronic  ad- 
vance solves  the 
tricky  problem  of  how 
to  safely  cany  a  child 
in  a  two-seater  equipped  vrith 
air  bags.  Mercedes,  like 
Porsche,  currently  makes 
available  a  seat  sensor  sys- 
tem that  automatically  detects 
the  presence  of  a  child  safety 
seat  and  deactivates  the  fi'ont 
air  bag.  The  slk  requires  a 
special  $150  seat  sold  by  the 
manufacturer  Mercedes'  sys- 
tem also  features  a  sensor 
that  disables  the  front  and 
side  air  bags  when  no  pas- 
senger is  in  the  seat. 

For  all  its  style  and  wiz- 
ardry, Mercedes'  slk  is  no 
slouch  on  the  open  road,  ei- 
ther. Its  air-compressor  su- 
percharger gives  the  inline 
four-cylinder  engine  a  sur- 
prising kick,  and  the  car 
takes  curves  as  though  it 
were  glued  to  the  road. 

The  foiu'-cylinder  on  BMw's 
original  Z3  didn't  crank  out 
quite  enough  horsepower  to 
live  up  to  the  sports-car  im- 
age when  launched  in  1995 
as  James  Bond's  latest  wheels. 
The  new  2.8  Z3's  inline  six- 
cylinder  delivers  a  satisfying 
51  extra  horses,  for  a  total  of 
189.  Even  vrith  the  bigger  en- 
gine, the  BMW  costs  about 
$4,000  less  than  its  rivals. 


BMW  is  the  holdout  in  of- 
fering only  a  manual  ragtop. 
Unclamp  two  levers,  give  the 
Zo's  top  a  gentle  push,  and 
the  job  is  done.  Snapping  on 
the  cover  can  be  a  bit  of  a 
stniggle,  though,  and  putting 
the  top  back  up  involves  an 
awkward  lean  across  the  car 
to  gi"ab  a  center  handle  and 
hoist.  But  that's  a  quibble  for 
those  who  scorn  automatic 
tops.  And  the  two-second  top- 
down  operation  is  speedier 
than  any  mechanical  device — 
speedy  enough  to  do  at  a 
stoplight. 

The  Z3's  spare  interior — 
matte  black  with  a  touch  of 
wood  on  the  console — is  also 
aimed  at  those  who  disdain 
flash  and  frills.  The  trunk, 
though  hardly  capacious,  will 
hold  two  pieces  of  luggage 
and  a  laptop  computer. 

With  their  colorful  hneups 
of  bright  red,  blue,  and  yel- 
low two-seaters,  the  road- 
sters look  like  a  spilled  bag  of 
M&Ms.  By  contrast,  the  sculpt- 
ed lines  of  the  Jaguar  XK8 
are  drop-dead  gorgeous.  In- 
side, a  vast  expanse  of  gleam- 
ing burled  walnut  stretches 
across  the  dashboard  and  up 


MERCEDES  SLK 

$40,295 

A  sports-lujce  hybrid 
with  traction  control, 
heated  seats,  and 
a  nifty  retractable 
hardtop  shell 

the  console.  (The  folks 
who  build  Jags  in 
Coventry,  England, 
are  among  the  few  who 
have  learned  to  apply  gen- 
uine wood  so  that  it  doesn't 
appear  fake.) 

The  Jag  XK8  is  more  than 
a  pretty  face.  Powered  by  a 
new  4.0-liter,  aluminum  V-8 
engine,  it  can  deliver  290 
horses.  With  its  silky  han- 
(Uing,  smooth  ride,  and  sense 
of  barely  leashed  power,  the 
Jag  is  a  dehght  to  drive. 
QUIRKS.  Still,  it's  a  pity  the 
car  is  marred  by  a  few  nag- 
ging defects.  True,  this  Jag 
is  a  vast  improvement  over 
the  trouble-plagued  models  of 
yore.  But  for  around  $70,000, 
one  expects  more  attention 
to  detail.  The  model  I  tested 
had  an  annoying  rattle  and 
squeak  near  the  rear  wheel. 
And  neither  of  the  two  key 
fobs  worked,  rendering  the 
alarm  and  automatic  door  and 
tnmk  locks  useless. 

Perhaps  the  loose  wood 
panel  on  the  dash  could  be 
chalked  up  to  that  endearing 
Jaguar  quirkiness,  for  which 
some  of  the  initially  puzzling 
knobs  (for  door  locks  and  the 
like)  and  controls  certainly 
qualify.  And  as  in  most  con- 
vertibles, headroom  and 
legi'oom  are  limited. 

But  why  quibble?  No  one 
buys  a  Jaguar  for  ergonomic 
practicality.  The  same  is  true 
for  the  new  crop  of  little  road- 
sters. They're  about  image 
and  the  joy  of  driving — and 
all  foiu'  admirably  live  up  to 
those  ambitions.  Katie  Kerwin 

BMW  Z3  2.8 

 $36,470 

Traditionalists  will  love 
the  manual  ragtop,  serious 
matte-black  interior,  and 
peppy  inline  sice  cylinders 


Personal  Business 


THIS  IS  NOT  YOUR  FATHER'S 
TRAFFIC  SCHOOL 


"How  many  of  you 
thought  the  speed 
limit  in  the  carpool 
lane  was  55  miles  per 

hour — per  person?"  Reed 
Berry  asks  at  the  beginning 
of  his  eight-hour 
class.  This  Cah- 
fornia  comedian-cum-traffic- 
school  teacher  uses  one-lin- 
ers to  get  the  ball  rolling, 
gently  ribbing  his  students 
about  speeding,  nmning  red 
lights,  and  various  other  mov- 
ing violations. 

Such  offenses  brought  stu- 
dents to  Berry's  class,  which 
is  affiliated  with  the  Improv 
comedy  clubs  in  California 
and  elsewhere.  Wlien  a  stu- 
dent explains  that  she  got  a 
speeding  ticket  while  playing 
cards  with  a  passenger,  Beny 
quips:  "Not  only  did  you  vio- 
late traffic  laws,  I  think  that 
you  violated  state  gaming 
laws." 

Whether  you're  guilty  of 
speeding  or  tailgating,  you 
can  yuk  it  up  at  this  school 
or  a  plethora  of  other  inter- 
esting defensive  driving 
courses  across  the  country — 
in  lieu  of  paying  your  fine 
and/or  accruing  points  on 
your  driver's  license.  Tuition 
costs  $20  to  $50  or  more.  In 
addition,  you'll  pay  an  admin- 
istrative fee  of  about  $25  to 
the  court. 

STUDY  AT  HOME.  Traffic 
schools  used  to  be  so  deadly 
dull  that  they  were  like  doing 
hard  time.  Sti'aightforward 
programs  still  exist,  of  com"se, 
such  as  those  run  by  the  Na- 
tional Safety  Council.  But  a 
few  states  will  let  driver's  tiy 
more  offbeat  offerings.  U.  S. 
Interactive's  take-home  kit, 
for  instance,  can  be  rented 
for  three  days  from  Block- 
buster Video  for  $89.99.  It 
comes  with  two  videotapes 
and  a  small  temiinal  unit  that 
hooks  into  your  phone  jack. 
On-Line   Interactive's  $34 
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home-study  program  lets 
folks  take  a  traffic  course  via 
the  Internet  (www.online 
traffic.com.)  At  Indoor  Grand 
Piix  in  the  Dallas-Fort  Woilh 
area,  students  of  Mike  Sulli- 
van's class  ill  defensive  diiving 
can  bum  nibber  on  go-karts 
diuing  breaks. 
Those  who 
want  to  munch  on  pizza, 
chocolate,  or  ice  cream  while 
digesting  rules  about  stop 
signs  and  turn  signals  will 
find  classes  that  cater  to 
those  tastes  in  Southern  Cal- 
ifomia.  Courses  in  the  re- 
gion are  also  offered  in 
Spanish,  Korean,  and 
Vietnamese. 

Laws  vary 
widely  by 
state — and  not 
every  state  will 
allow  you  to  at- 
tend ti-afBc  school 
rather  than  either 
paying  your  fine 
or  having  points 
added    to  your 
record.  In  some  cas- 
es, violators  must 
go  to  traffic  court 
and  ask  the  judge  if 
they  can  attend  ti-af- 
fic  school  instead.  In 
other   states,  how- 
ever, you  can  handle  it 
by  mail. 

Florida  motorists,  for 
stance,  just  sign  an  affidavit 
that  says  they  want  to  go  to 
traffic  school  and  mail  it  to 
the  court  with  their  fine, 
which  is  lowered  by  18%. 

Generally,  you  are  not  per- 
mitted to  attend  these  cours- 
es more  than  once  per  year. 
Nor  can  you  take  classes  to 


avoid  fines  on  the  most  seri- 
ous violations,  such  as  for 
reckless  or  dnmk  driving  or 
speeding  more  than  25  mph 
over  limits. 

Classes  last  from  four  to 
eight  hours  over  one  or  two 
days,  and  you  often  have  to 
take  a  multiple-choice  test  at 
the  course's  end.  Basic  iniles 
of  the  road  and  defensive- 
driving  techniques  are  cov- 
ered: how  to  change  lanes, 
yield  the  right  of  way,  and 
drive  on  slick  roads. 

A  judge  can  order  you  to 
go  to  ti-affic  school,  of  coui'se, 
if  you've  amassed,  say,  thi"ee 
tickets  in  the  past  12  months 
and  your  hcense  is  at  risk  of 
being  suspended.  However, 


many  di'ivers  decide  to  at- 
tend because  they  want  to 
keep  the  citation  off  their 
records  and  thus  concealed 
fi'om  insiu'ance  companies.  In- 
surers often  raise  theii'  rates 
after  a  driver  has  garnered 
a  few  points. 

The  most  curious  arrange- 


In  one  fell  swoop,  errant 
drivers  get  tickets  erased 
and  funny  bones  tickled 


ment,  however,  may  b 
Texas.  The  Lone  Star  S 
lets  you  clock  up  to  94 
(70  is  the  speed  limit) 
out  forcing  you  to  pay  a 
et  or  add  a  single  point 
your  record  as  long  as 
attend    a    six-hour  eh 
What's  more,  that  one  vr 
to  traffic  school  will  ; 
earn  you  a  10%  annual 
count  for  three  years 
your  car's  liability  and  C' 
sion  coverage.  Neil  Boot, 
ecutive  director  of  the  p 
lie-safety    group  at 
National  Safety  Council,  C( 
tends  that  such  a  system 
wards  poor  drivers.  If  th 
state  permits,  drivers  gc 
or  bad  can  sign  up  fo 
course  just  to  get  an  insi 
ance  discount. 

MIXED  RESULTS.  Soi 
thi-ee  dozen  other  stat 
allow  insurers 
offer  up  to  a  1 
annual  discount 
three  years 
those  who  attei 
traffic  schoi 
But  many 
these  classi 
are  only  offer( 
to  folks  a; 
55  and  old( 
Generally, 
rant  drivei 
can't  reap  bot 
the  discount  arJlK 
the  reduction 
points. 
Does  traffiL] 
school  improv  I 
driver  behavior?  R( 
search  is  often  contr; 
dictory.  Florida  has  founL 
that,  on  average,  driver 
who  attended  a  traffic  schoc 
received  5%  fewer  citation 
and  were  involved  in  10 
fewer  collisions  than  othe 
motorists.  But  California  con 
eluded  in  a  1995  study  tha 
drivers  who  have  taken  th 
classes  are  10.2%-  more  likel 
to  have  an  accident  thai 
those  who  simply  paid  theii 
tickets. 

While  it  may  not  be  £ 
long-term  solution  for  al 
those  habitually  carelesslj, 
drivers  out  there,  traffic 
school  could  get  you  off  easy. 
And  you  might  even  have  a 
few  laughs.   Barbara  Hetzer 
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IE  JOYS  OF 
GIVING  A  JUNKER 


summer  after- 
)ns,  we  would  park 
3  battered  '81 
iick  Skylark 

i^een  home  plate  and  the 
on-ivy  patch.  It  was  the 
,1  backstop, 
it  came  with 
cruise  control,  even  a  de- 
stereo.  For  a  while,  the 
complained  about  the 
ued  ceiling,  which  di'aped 
making  the  car  feel  like 
inside  of  a  tent.  That  was 
y  fixed  with  a  staple  gun. 

when  it  came  to  vaca- 
3,  this  Buick  was  perfect. 
;  broke  down,  we  would 
Dly  junk  it  and  rent  an- 
;r.  No  headaches  with 
e  Cod  mechanics.  We 
ed  a  disposable  car. 
he  bottom-fishers  of 
srica's  car  market  appre- 
i  the  tremendous  freedom 
;  comes  with  driving  a 
^er.  You  buy  the  cheapest 
ility  insurance  and  forget 
ut  scratches  and  nicks. 
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Even  locking  the  car  is  op- 
tional. Ti'ansportation,  it 
seems,  is  almost  free — until 
the  day  the  junker  starts 
coughing  a  little  more  than 
usual.  That's  when  the  neigh- 
bors, struggling  with  their 
cai"  payments,  finally  get  theii- 
chance  to  laugh. 
And  that's  when 
America's  economy  drivers 
face  the  giim  question:  When 
to  junk  the  junker? 
SUNBIRD.  First,  some  num- 
bers. Unlike  those  smirking 
neighbors,  with  their  $22,000 
Ford  Tauruses  or  $35,000 
Saabs,  you  don't  have  much 
money  stuck  in  your  car.  I 
paid  $1,500  for  tliat  Skylark, 
for  instance,  and  replaced  it 
with  a  $2,000  Toyota.  New 
cars  depreciate  more  than 
that  the  moment  they  roU  off 
the  lot. 

Still,  junker  owners,  for  all 
theu"  investment  wisdom,  face 
dilemmas.  Say  the  mechanic 
calls  with  news  that  the 
$2,000  Pontiac  Sunbird  you 
bought  two  years  ago  needs 


a  new  transmission,  which 
will  run  $1,500.  In  this  case, 
breathe  deeply  and  try  to 
forget  the  words  "resale  val- 
ue." You  should  never  plow 
money  into  a  junker  with 
hopes  of  selling  it.  Simply 
think  of  the  car  in  tenns  of 
transportation  years.  You've 
already  gotten  two  years  at 
$1,000  per,  plus  maintenance. 
"If,  by  putting  $1,500  into  it, 
you  get  another  two  years, 
it  might  be  worth  it,"  says 
Jack  Gillis.  author  of  The 
Used  Car  Book  ($12.95, 
HarperPerennial). 

Of  course,  you  don't  want 
to  junk  the  car  two  years 
ft'om  now  with  a  gold-plated 
transmission.  What  you're 
looking  for  is  something  that 
will  work  for  a  couple  of 
years  and  then,  for  all  you 
care,  fall  apart  with  the  rest 
of  the  cai'.  Therefore,  consider 
used  parts.  And  see  if  you 
can  find  a  mechanic  who 
works  off  hom-s,  at  cut  rates, 
as  a  "sider." 

And  when  do  you  finally 
junk  the  junker?  Tough  call. 
With  the  improved  quahty  of 
cars,  mechanics  say,  you  can 
toss  out  lots  of  the  old  lules 
about  mileage.  Plenty  of  cars 
now  make  it  well  past 
100,000,  and  it's 
not  just  Volvos. 
The  time  to  sell, 
which  varies 
from  car  to  car, 
is  after  you  start 
getting  nickeled 
and  dimed  to 
death — but  be- 
fore the  car  dies. 
Once  stuck  with 
a  dead  auto,  you 
might  be  pressed 
to  make  a  quick 
buy.  This  can 
quickly  lead  to 
another  limping 
or  dead  wreck. 
Worse,  dead  cars 
are  a  tough  sell:  The  number 
of  eager  buyers  with  tow 
trucks  is  discouragingly  low. 

The  trick  is  to  keep  an  eye 
out  for  a  replacement  while 
youi'  junker  is  still  purring. 
Spread  the  word  to  a  tinsted 
mechanic  and  friends.  This  is 
the  soft  buy  approach.  If  it 
works,  you  skirt  the  expense 


Running  on 
Empty 

Junkmeisters 
should: 

•  Avoid  sentimental 
attachments  to  a  car 

•  Forget  about 
investing  for  resale 
value 

•  Buy  used  parts 
and  use  off-hour 
mechanics 

•  Shop  early  for  a 
replacement 


and  intrusion  of  doing  busi- 
ness through  the  classifieds. 
And  if  you're  lucky,  you  can 
use  the  same  informal  net- 
work to  sell  the  car  you're 
replacing.  How  do  you  price 
your  car?  It's  hardly  rocket 
science:  Simply  ask  for  what 
you  paid,  and  go  down  from 
there.  Don't  fret  much  over 
numbers.  They're  small. 

If  the  soft  style  doesn't 
work,  ratchet  it  up:  Work  the 
bulletin  boards  at  churches, 
community  centers,  and  local 
colleges.  Consider  putting  a 
"For  Sale"  sign  in  youi'  beat- 
er's back  window.  One  pain- 
less way  to  sell  a  car  is  to 
offer  your  mechanic  a  piece 
of  the  take  and  have  him  sell 
it  for  you.  I  gave  my  me- 
chanic $150  for  unloading  a 
1984  Toyota  Tercel  for  $1,300. 
No  one  can  sell  a  car  better 
than  the  pereon  who  knows  it 
inside  out. 

DROPSY.  Sometimes,  of 
course,  even  the  canniest 
junkmeisters  wait  too  long. 
One  sad  day,  my  rusting  Sky- 
lark took  to  napping.  Three 
times  it  shut  down  with  a 
dying  whir  and  coasted,  with 
stiff,  powerless  steering,  until 
I  coaxed  it  back  into  action. 
This  dropsy  spelled  the  end 
of  Cape  Cod  bar- 
becues for  the 
Buick. 

When  it  comes 
to  selling  a 
snoozy,  oil-drip- 
ping, ceiling-sta- 
pled r-ust  bucket, 
my  advice  is  to 
forget  it.  If  you 
can  drive  your 
old  clunker  to  a 
junkyard,  they 
might  pay  you 
$200  or  $300'for 
it.  But  an  easier 
solution  is  to 
give  it  away.  A 
host  of  charities 
accept  old  cars  as  donations. 
The  National  Kidney  Foun- 
dation (800  488-CARS)  even 
dispatches  tow  trucks  and 
provides  a  form  stating  the 
appraised  value  of  the  dona- 
tion. You  can  use  this  for  a 
tax  write-off.  Sometimes, 
that's  even  handier  than  a 
sohd  backstop.    Steve  Baker 
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siness  Week  Index 


DUCTION  INDEX 


hdiige  (rom  last  week  0.0% 
hange  from  last  year;  5.2% 


PRODUCTION  INDEX 

 Apr.5=122.2  

1992=100 


Apr.  Aug.  Dec.  Apr 

1996  1996  1996  1997 

le  index  is  a  4. week  moving  average 

>roduction  index  vi/as  flat  in  ttie  viieek  of  Apr.  5.  Before  calculation  of  the  four- 
moving  average,  ttie  index  fell  to  121.9  from  121.5.  Ttie  index  has  been 

d  to  reflect  the  benchmark  revisions  to  the  Federal  Reserve's  index  of  industrial 

ction  and  new  component  weights.  Historical  data  are  available  at  Business 
Online  at  httpV/www. businessweek.com  or  on  America  Online  at  keyword:  bw. 

for  the  production  index  in  the  current  issue's  Table  of  Contents. 

iduction  index  copynghl  1997  by  The  McGraw-Hill  Companies 


DING  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

BK  PRICES  (4/11)  500 

737.65 

757.90 

15.9 

PORATE  BOND  YIELD.  Aaa  (4/1 1) 

7.74% 

7.71% 

1.8 

ISTRIAL  MATERIALS  PRICES  (4/1 1) 

105.0 

105.9 

-4.6 

INESS  FAILURES  (4/4) 

NA 

NA 

NA 

L  ESTATE  LOANS  (4/2)  billions 

NA 

NA 

NA 

'EY  SUPPLY,  M2  (3/31)  biihons 

$3,893.6  $3,880.4r 

4.6 

lAL  CLAIMS,  UNEMPLOYMENT  (4/5)  thous 

318 

312r 

-9.1 

'Ces:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  {index:  1990=100).  Dun 
idstreet  (failures  of  targe  companies),  Federal  Reserve,  Labor  Dept. 


EREST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

ERAL  FUNDS  (4/15) 

5.61% 

5.34% 

5.17% 

IMERCIAL  PAPER  (4/16)  3-month 

5.71 

5.69 

5.39 

TIFICATES  OF  DEPOSIT  (4/16)  3  month 

5.73 

5.70 

5.36 

;D  MORTGAGE  (4/ll)  30-year 

8.27 

8.30 

8.28 

USTABLE  MORTGAGE  (4/1 1)  one  year 

6.06 

6.04 

5.92 

HE  (4/11) 

8.50 

8.50 

8.25 

xes:   Federal  Reserve.  HSH  Associates,  Bloomberg  Financial 

Markets 

PRODUCTION  INDICATORS 


STEEL  (4/12)  thous.  of  net  tons 


LATEST  WEEK  YEARLY 
WEEK        AGO     %  CHG 

2,067      2,150#  4.1 


AUTOS  (4/12)  units 


113,575  110,706r#  -6.1 


TRUCKS  (4/12)  units 


132,590  114,755r#  17.2 


ELECTRIC  POWER  (4/12)  millions  of  kilowatt-hrs. 

56,543 

55,754# 

2.9 

CRUDE-OIL  REFINING  (4/12)  thous.  of  bbl./day 

14,207 

14,338# 

1.5 

COAL  (4/5)  thous.  of  net  tons 

17,978# 

21,395 

-11.1 

LUMBER  (4/5)  millions  of  ft. 

487. 5# 

486.4 

13.2 

RAIL  FREIGHT  (4/5)  billions  of  ton-miles 

25. 5# 

27.4 

0.8 

Sources:  American  Iron  &  Steel   Institute,   Wards  Automotive  Reports,  Edison  Electric 
hstitute,  American  Petroleum  Institute,  Energy  Dept  ,  WWPAi,  SFPA2,  Association  of 
American  Railroads 

PRICES 

GOLD  (4/16)  $/troy  oz. 

LATEST 
WEEK 

339.900 

WEEK 
AGO 

347.800 

YEARLY 
%  CHG 

-13.1 

STEEL  SCRAP  (4/1 1)  #1  heavy,  $/ton 

133.50 

136.50 

-4.3 

COPPER  (4/11)  (Z/lb. 

111.5 

115.0 

-6.7 

ALUMINUM  (4/11)  e/ib. 

76.0 

78.5 

0.0 

COTTON  (4/12)  strict  low  middling  1-1/16  in.,  e/lb.  69.03 

68.82 

-19.8 

OIL  (4/15)  $/bbl. 

19.53 

19.05 

-19.6 

CRB  FOODSTUFFS  (4/i5)  1967=100 

242.98 

243.65 

-0.4 

CRB  RAW  INDUSTRIALS  (4/15)  1967=100 

332.90 

333.88 

0.2 

Sources:  London  Wednesday  final  setting.  Chicago  market,  Metals 
market,   NYMEX,  Commodity  Research  Bureau 

Week,  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (4/16) 

LATEST 
WEEK 

125.70 

WEEK 
AGO 

126.74 

YEAR 
AGO 

106.81 

GERMAN  MARK  (4/16) 

1.73 

1.72 

1.50 

BRITISH  POUND  (4/16) 

1.62 

1.62 

1.52 

FRENCH  FRANC  (4/16) 

5.81 

5.80 

5.10 

ITALIAN  LIRA  (4/16) 

1701.8 

1699.3 

1568.4 

CANADIAN  DOLLAR  (4/16) 

1.40 

1.39 

1.36 

MEXICAN  PESO  (4/16) 

7.893 

7.884 

7.425 

TRADE-WEIGHTED  DOLLAR  INDEX  (4/16) 

106.6 

106.6 

97.36 

Sources:  Maior  New  York  banks.  Currencies  expressed  in  units  per  U.S-  dollar 
except  for   British   pound   in  dollars    Trade-weighted  dollar  via  J  P  Morgan 


V  data  in  the  production  indicators  are  seasonally  ad|usted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  hsted)  include  machinery  and  defense 
ijment.   l=We5tern  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


ERAL  BUDGET 

day,  Apr.  21,  2  p.m,EDJ^  The  U.  S. 
iury  is  expected  to  announce  a  deficit 
35  billion  for  March,  according  to  the 
an  forecast  of  economists  surveyed  by 
International,  a  division  of  The 
raw/-Hill  Companies.  The  expected 
it  w/ould  be  much  smaller  than  the 
1  billion  reported  in  March,  1996. 
3ugh  April  is  always  the  key  month  for 
rmining  the  yearly  shortfall,  the  deficit 
iscal  1997,  which  began  on  Oct.  1, 
5,  is  on  track  to  slip  under  $100  bil- 
That  would  be  the  smallest  gap  since 
1.  In  1996,  Washington's  red  ink 
ed  $107  billion.  Revenues  are  running 
ir  than  expected,  especially  personal 


income-tax  payments.  Federal  finances 
would  look  even  rosier  if  not  for  huge  inter- 
est payments — the  bill  for  past  borrowings. 
Federal  interest  payments  now  account  for 
nearly  22%  of  all  government  outlays.  With- 
out them,  Washington  would  have  a  surplus 
of  more  than  $230  billion. 

UNEMPLOYMENT  CLAIMS 

Thursday,  Apr.  24,  8:30  a.m.EDT>  New  fil- 
ings for  state  jobless  benefits  probably 
bumped  up  to  330,000  for  the  week  ended 
Apr.  19.  Claims  averaged  about  311.000  in 
March — the  lowest  four-week  moving  aver- 
age in  this  expansion.  They  then  rose  to 
318,000  for  the  first  week  in  April.  Still, 
unemployment  claims  have  not  risen 


enough  to  suggest  any  weakening  in  the 
labor  markets. 

EXISTING  HOME  SALES 

Friday,  Apr.  25,  10  a.m.EDT^  The  mms  sur- 
vey forecasts  that  existing  homes  sold  at  an 
annual  rate  of  4.15  million  in  March.  In 
February,  resales  unexpectedly  jumped  9% 
to  a  4.26  million  pace.  Unless  the  February 
number  is  revised  sharply  lower,  resales  in 
the  first  quarter  averaged  well  above  their 
fourth-quarter  level.  The  housing  market 
has  been  helped  by  mild  weather  in  some 
regions  and  the  push  by  some  consumers  to 
buy  before  mortgage  rates  rise  further.  But 
with  rates  well  above  8%,  homebuying  is 
likely  to  hold  steady  in  coming  months. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
;  nd  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 

Sunday 


<  


With  the  coming  of  digital  TV, 
will  PCs  merge  into  your  TV 
or  vice-versa?  Talk  with  MIT's 
Lee  McKnight  and  BW's 
Robert  D.  Hot.  Apr.  20 
9  p.m.  EST  in  the  Globe 

Monday 

The  special  problems  of 
running — and  selling — a 
family  business;  Another  in 
the  series  of  BW  Enterprise 
chats  for  small  business  and 
entrepreneurs.  Apr.  21 
8  p.m.  EST  in  the 
BW  Enterprise  Chat  Room 

Thursday 

Getting  your  global  MBA  in 
the  Wharton  School's  Lauder 
program:  The  director  and  a 
student  team  up  to  answer 
questions.  Apr.  24 
8  p.m.  EST  in  the  Odeon 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event 


For  a  free  trial  diskette 
including  50  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Adobe  Systems  (ADBE)  21 
All-star  Cafe  32 
American  Airlines  (AMR)  6 
American  Brands  (AMB)  37 
American  Express  (AXP)  45, 
100 

American  Management  26 
America  West  Airlines  (AWA)  6 
Apex  Global  80 

Apple  Computer  ((AAPL)  38,92 
Ascend  Communications 
(ASND)  80 

Assicurazioni  Generali  57 
AT&T(T)  68 

B  

Ballard  Power  Systems  42 
Banca  Ccmmerciale  Italiana  57 
Bankers  Trust  (BT)  54,77,128 
B  AI  Industnes  55 
Bay  Networks  (BAY)  80 
Bear  Stearns  (BSC)  80 
BMW  118 
Boeing  (BA)  80 
Brand  Builders  10 
Brown  (Alex,)  77,128 


Cabletron  Systems  (CS)  80 
Cadbury  Scbweppes  (CSG)  64 
Callaway  Golf  (ELY)  37 
Campbell  Soup  (CPB)  64 
Cascade  Communications 

(CSCC)  80,84 
Challenger  Gray  & 

Christmas  26 

Chase  Manhattan  (CMB)  77 
Chicago  Golf  &  Tennis  32 
Chrysler  (C)  42 
Cisco  Systems  (CSCO)  80, 84 
Citicorp  (CCD  38 
Cobra  Golf  32,  37 
Coca-Cola  (KG)  64 
Columbia/HCA  (COL)  48 
Compaq  Computer  (CPQ)  38, 
84,  92 

Conference  Board  26 
Continental  Airlines  (CAI.A)  6, 
45 

Cowen  38 

Crescendo  Communications  80 
CRT  Group  4 

Cummins  Engine  (CUM)  10 
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Daimler  Benz  (DAI)  42 
Datapro  Information  84 
Dataquest  80 
Dayton  Hudson  (DH)  50 
Dean  Witter  Discover  (DWO)  77 
De  Beers  Consolidated 
Mines  77 
DeirOro  80 


Diamond  Comic  Distributors  6 
Digital  Equipment  (DEC)  92  ' 
Dilenschneider  Group  68 
Donaldson  Lufkin  Jenrette 
(DU)  77 

Dow  Jones  (DJ)  100 
Dresser  Industries  77 
Duty  Free  Shops  Group  100 


Eastman  Kodak  (EK)  21,38, 
100 

EFM  Media  Management  10 
Empire  Blue  Cross  &  Blue 
Shield  100 
Estee  Lauder  (EL)  100 

F 


Fiat(FIA)  57 

First  Call  38 

First  Chicago  (FCN)  38 

Ford(n  38,45,57,121 

Fore  Systems  (FORE)  80 

Fox  (NWS)  32 

Furman  Selz  80 


Haniaya  Mandala 

Sampoema  55 
Heidrick  &  Struggles  68 
Hewlett-Packard  (HWP)  21,92 
Hill  &  Knowlton  68 
Hornell  Brewing  64 
Houlihan  Lokey  Howard  & 

Zukin  32 

HSBC  James  Capel  55 
Hughes  Aircraft  (GM)  43 


l/B/E/S  38 

IBM  (IBM)  80,92, 100 
Image  Consulting  68 
Indofood  Sukses  Makmur  55 
Intel  (INTO  38, 48, 80,  84,  92 

International  Management 
Group  32 

Ipsilon  Networks  80 
Istituto  Bancano  San  Paolo  57 
Istituto  Mobiliare  Italiano  57 
Ivanboe  Capital  77 


Jaguar  118 

JAL  International  Services  37 
Jardine  Fleming  55 


Juiamcyn  Theaters  45 
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Kaiser  Permanente  10 
Knoll  Pharmaceutical  48 
Knowledge  Universe  4 


Lazard  Freres  48, 68 
Lehman  Brothers  (LEH)  26, 77 
LENS  Fund  100 
Upton  Tea  64 
Livent  45 

Lucent  Technologies  (LU)  84 
Lufthansa  6 
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Gartner  Group  (GART)  92 
Gazprom  52 

General  Electric  (GE)  43, 100 
General  Motors  (GM)  38, 42, 
100 

Gerard  Klauer  Mattison  77 
Goldman  Sachs  64, 77 
Grand  Metropolitan  (CRM)  128 
GudangGaram  55 
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Mahoney  Adams  &  Criser  68 
Massachusetts  Envelope  61 
Mazda  118 

McDonald's  (MCD)  4, 32, 48 
McGraw-Hill  (MHP)  125 
MCKMCIC)  80 
Mediobanca  57 
Mellon  Bank  (MEL)  68 
Mendelsohn/Zien  32 
Mercedes-Benz  (DAI)  118 
Merck  (MRK)  4b 
Mernll  Lynch  (MER)  38 
Microsoft  (MSFT)  21,80,92 
MMS  International  (MHP)  125 
Morgan  (J.R)  (JPM)  77 
Morgan  Stanley  (MS)  77 
Morris  (William)  32 
Motorola  (MOT)  4, 43,  92 
Museum  Art  Properties  68 
Mutual  of  Omaha  Insurance  10 
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Namibian  Minerals  (NMCOV)  77 
NEC  (NIPNY)  92 
Nextel  (CALL)  48 
Nike(NKE)  32,37,128 
Nippon  Credit  Bank  54 
Northwest  Airlines  (NWAC)  6 
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Ocean  Diamond  Mining 
Holdings  77 
On-Line  Interactive  120 
Oppenheimer  68 
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PacifiCare  (PHSY)  48 
PepsiCo  (PEP)  64 
Perseptive  Biosystems  92 
Pfizer  (PFE)  38,45 
Pharmanex  45 
Philip  Morris  (MO)  48, 55 
Pillsbury(GRM)  128 
Pirelli  57 

Planet  Hollywood  International 
(PHII)  32 
Porsche  118 
Pnce  Waterhouse  68 
Primark  Decision  Economics  38 
Procters  Gamble  (PC)  64, 128 
Prudential  Network  Realty  68 
Prudential  Securities  80 


Quaker  Oats  (OAT)  64 


Rambus  48 
Raytheon  (RTN)  43 
Regional  Financial 
Associates  38 
Renaissance  Capital  52 
Renaissance  Solutions  4 
RJR  Nabisco  (RN)  48 


Saab  121 
SABRE  Travel  6 
SafeCard  Services  68 
Sawis  Communications 
SBC  Warburg  4 
Scholastic  (SCHL)  128 
Seagram  (VO)  64 
Sector  Capital  52 
Sega  4 
Siemens  48 
Smith  Barney  45 
Snapple  Beverage  (OAT)  6 
Sourcecom  80 
SRI  International  80 
Steelcase  80 
StralaCom  80 
Subsea  Offshore  77 
Sun  Microsystems  (SUNW) 
Sunbeam  61 
SunTrust  Banks  (STI)  68 
Swissair  6 
Sybase  (SYBS)  61 
SynOptics  Communications 
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Team  Marketing  Report  32 
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3Com  (COMS)  80,  84 
Titleist  32,37 
Tommy  Armour  Golf  37 
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Toys  'R'  Us  (TOY)  92 
Transaction  Systems  Archite( 
aSAI)  77 
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UPS  6 

U.S.  Interactive  120 
U.S.  Robotics  (USRX)  80, 84 
UUNet  80 


Vobis  Microcomputer  92 
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Wal-Mart  Stores  (WMT)  4 
Walt  Disney  (DIS)  45 
Wang  Laboratories  (WANG)  ( 
Warner-Lambert  (WLA)  45 
Weil  Gotshal  &  Manges  100 
Wellfleet  80 
Wells  Fargo  (WFC)  68 
Westmghouse  (WX.)  100 

X 


r 


Xerox  (XRX)  84 
XLNT  Designs  80 
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ivestment  Figures  of  the  Week 


%  change 


soo 

r.     Oct.     Apr.  Apr.  10-16 


763.53 
760 


-week  change  1 -week  change 
19.0%  +0.4% 


MMENTARY 

at  a  week!  First,  a  higher- 
:n-expected  producer  price 
ex  triggered  a  sell-off,  send- 
the  Dow  industrials  to  their 
(est  point  so  far  this  year — 
d  long-term  interest  rates 
their  highest.  Then,  on  Apr. 
,  the  consumer  price  index 
ned  up  no  sign  of  inflation, 
d  the  markets  rallied  in  re- 
f.  But  the  crucial  technology 
)cks  are  still  losing  ground, 
spite  some  strong  earnings 
jorts,  the  tech-dominated 
SDAQ  Composite  index  fell 
1%,  and  the  pse  Technology 
iex  lost  4.5%  in  value  during 
e  week. 


U.S.  MARKETS 

Latest 

Week 

Year 

Dow  tones  Industrisis 

6679.9 

1.8 

18.9 

NASDAQ  Combined  Composite 

1210.3 

-3.1 

7.6 

S&P  MidCap  400 

251.5 

-1.5 

9.2 

S&P  SmallCap  600 

137.3 

-1.8 

5.9 

S&P  SuperComposite  1500 

163.4 

0.1 

16.9 

SECTORS 

Latest 

%  change 
Week  Year 

Bloomberg  Information  Age 

227.2 

-1.8 

13.1 

S&P  Financials 

85.1 

-1.8 

31.7 

S&P  Utilities 

184.2 

-0.7 

-2.2 

PSE  Technology 

239.6 

^.5 

15.5 

FOREIGN  MARKETS 

Latest 

%  change 
Week  Year 

Luiiuuii  vri  ot  1  w J 

4294  6 

0.1 

12.3 

-0.2 

32.1 

18  031  2 

1.9 

-17.5 

Hong  Kong  (Hang  Seng) 

12,581.3 

1.2 

14.0 

Toronto  (TSE  300) 

5798.8 

0.0 

14.0 

Mexico  City  (IPC) 

3834.6 

1.0 

19.8 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1 .95  % 

1 .92  % 

2.19% 

S&P  500  P/E  Ratio  (Last  12  mos.) 

19.6 

20.1 

18.8 

S&P  500  P/E  Ratio  (Next  12  mos. 

*  15.7 

16.0 

NA 

First  Call  Earnings  Surprise* 

3.28% 

5.25  % 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

724.4 

722.3 

Positive 

Stocks  above  200-day  average 

51.0% 

56.0% 

Neutral 

Options:  Put/call  ratio 

0.72 

0.60 

Positive 

Insiders:  Vickers  Sell/buy  ratio 

1.91 

1.98 

Positive 

Data;  Bloomberg  Financial  Markets;  *First  Call  Corp. 


BEST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Trucking 

25.9 

Semiconductors 

60.1 

Restaurants 

1 1 .9 

Savings  &  Loans 

50.4 

Metal  &  Glass  Containers 

2.8 

Cosmetics 

47.9 

Conglomerates 

2.0 

Invest.  Banking/Brkrge.  47.2 

Specialty  Printing 

1.9 

Household  Products 

42.9 

WORST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Hospital  Management 

-18.0 

Gold  Mining 

-30.7 

Photography/Imaging 

-14.7 

Machine  Tools 

-26.6 

Gold  Mining 

-14.5 

Broadcasting 

-19.0 

Personal  Loans 

-14.2 

Engineering  &  Constr 

-17.8 

Defense  Electronics 

-12.2 

Defense  Electronics 

-15.9 

BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

IBM 

137'/8 

-l=/8 

Applied  Materials 

47^/4 

-2% 

Micron  Technology 

39 '74 

-4'/8 

Compaq  Computer 

74=/e 

-2V2 

Citicorp 

106^/8 

-1 1  Vs 

BankAmerica 

loeVs 

-9V8 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Cisco  Systems 

50  Vs 

1 

Sun  Microsystems 

29% 

V2 

Cascade  Communications 

28  Vs 

2% 

PepsiCo 

32  7/8 

2 

Vivus 

44% 

% 

Novell 

99/16 

1 

FREASURY  BOND  INDEX 

tpr.     Oct.     Apr  Apr  10-16 


KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


5:  Bloomberg  Financial  Markets 


MONEY  MARKET  FUNDS 

5.04 

5.02 

4.85 

Taxable  equivalent  yields  on  AAA-rated,  tax-exeinpt  municipal  bonds. 

90-DAy  TREASURY  BILLS 

5.28 

5.24 

4.95 

assuming  a  31%  federal  tax  rate. 

10-yr.  bond 

30-yr.  bond 

B-MGNTH  BANK  CDS 

5.18 

5.13 

4.88 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.95 

5.98 

5.48 

GENERAL  OBLIGATIONS 

5.09% 

5.07% 

5.65% 

5.63% 

10-YEAR  TREASURY  NOTES 

6.88 

6.91 

6.48 

PERCENT  OF  TREASURIES 

73.99 

73.59 

79.60 

79.29 

30-YEAR  TREASURY  BONDS 

7.10 

7.11 

6.78 

TAXABLE  EQUIVALENT 

7.38 

7.35 

8.19 

8.16 

LONG-TERM  AA  INDUSTRIALS 

7.59 

7.61 

7.37 

INSURED  REVENUE  BONDS 

5.27 

5.24 

5.92 

5.89 

LONG-TERM  BBB  INDUSTRIALS  7.96 

7.96 

7.79 

PERCENT  OF  TREASURIES 

76.61 

76.06 

83.40 

82.95 

LONG-TERM  AA  TELEPHONES 

7.82 

7.82 

7.66 

TAXABLE  EQUIVALENT 

7.64 

7.59 

8.58 

8.54 

UTUAL  FUNDS 


I  S&P  500* 
(eek  total 


*  SS^  US 
return 


Oiversifiet)  ^3  All  Equity 
52-week  total  return 


3:  Mcrningstar,  Inc. 


EQUITY  FUNDS 
Leaders 

Four-week  total  return  % 

Rydex  Ursa  4.6 

Matthews  Korea  4.3 

Merrill  Technology  D  4.3 

Morgan  Stanley  Latin  Amer.  A  2.7 

Diversified  Aggr  Equity  2.6 

Leaders 

52-week  total  return  % 

Morgan  Stan.  Inst.  Lat.  Am.  A  50.0 

Vontobel  Eastern  Europ.  Eq.  49.6 

Morgan  Stan.  Latin  Amer.  A  48.8 

Delaware  Pooled  Real  Estate  43.7 

CGM  Realty  40.2 


Laggards 

Four-week  total  return  % 

IDS  Precious  Metals  B  -19.1 

Invesco  Strategic  Gold  -18.6 

Midas  -18.4 

Morgan  Stanley  Inst  Gold  A  -18.1 

Bull  &  Bear  Gold  Investors  -17.9 


Laggards 

52-week  total  return 


% 


DFA  Japanese  Small  Co. 
Steadman  Technology  Grth. 
United  Svcs.  Gold  Shares 
Fidelity  Japan  Small  Co. 
Matthews  Korea 


-47.6 
^8.0 
^1.7 
^0.8 
-34.5 


EQUITY  FUND  CATEGORIES 
Leaders 

Four-week  total  return  % 


Latin  America 
Technology 
International  Hybrid 
Europe 
Foreign 

Leaders 

52-week  total  return 


Latin  America 
Real  Estate 
Financial 
Europe 

Large-cap  Blend 


Laggards 

Four-week  total  return  % 


0.9  Precious  Metals 

-1.1  Natural  Resources 

-1.2  Health 

-1.3  Small-cap  Growth 

-1.5  Mid-cap  Growth 


% 


Laggards 

52-week  total  return 


-12.7 
-6.5 
-6.0 
-5.0 
^.9 

% 


31.4  Precious  Metals  -24.4 

31.0  Japan  -22.4 

27.7  Diversified  Pacific/Asia  -7.2 

18.4  Small-cap  Growth  -5.8 

16.0  Pacific/Asia  ex-Japan  -3.9 


ata  are  as  of  market  close  Wednesday.  Apr.  15,  1997.  unless  otherwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  Apr  15.  For  a  more  detailed  explanation,  write 
ps  include  S&P  500  companies  only.  Fundamentals,  technical  indicators.  Bloomberg  men-     to  us  or  E-mail  figures@businessweek.com.  NA=Not  available  "Vanguard  Index  500  Fund 
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Editorials 


TIGER,  TIGER,  BURNING  BRIGHT 


He  is,  like  the  baseball  hero  of  Bernard  Malamud's  1952 
classic  sports  novel,  a  natural.  The  moment  the  21-year- 
old  Tiger  Woods  shattered  the  Masters  Toiu-nament  record  and 
stepped  off  the  18th  hole  to  fall  weeping  into  his  father's 
arms,  an  innocent  boy  once  again,  he  entered  the  realm  of 
mythic  hero.  Woods  now  stands  at  that  pinnacle  of  initiative, 
physical  prowess,  resolve,  oppoitimity,  and  raw  commei'cialism 
that  embodies  American  sports  and  much  of  American  culture. 

Evei-y  so  often,  a  figure  of  Woods's  stature  emerges  out  of 
the  soup  of  American  culture — the  embodiment  of  the 
strengths,  and  sometimes  the  weaknesses,  of  the  nation.  In 
the  process  of  transcending  the  game,  they  transfoiTn  society's 
definition  of  "best  there  ever  was."  Early  in  this  centmy. 
Babe  Ruth,  a  roughneck  orphan  from  Baltimore,  changed 
baseball  into  a  home-ioin,  power  game.  Michael  Jordan,  cut 
from  his  high-school  basketball  team,  took  the  game — and  the 
sports  business — to  new  heights  of  both  glory  and  commer- 
cialization. Now,  an  outsider  to  golf,  a  very  young  Asian- 


African  American  in  an  older  white  man's  game,  comes  fri 
nowhere  to  completely  dominate  the  sport.  Polite,  soft-spok 
serious,  Woods  stands  in  direct  contrast  to  the  loud,  has 
butting,  trash-talking  sports  millionaires  on  TV.  Woods's  si 
cess  gives  Americans  a  renewed  image  of  hope  and  a  co 
forting  sense  that  the  American  Dream  still  works. 

Tliat's  a  lot  of  power  vested  in  a  21-yeai-old  kid — power 
can  use  for  ill  or  good.  Many  great  sports  figures  have  ruin 
theii-  game  by  getting  seduced  by  the  dark  side  of  sports,  t! 
obsession  with  "show  me  the  money."  Woods  has  alrea 
made  a  reported  $40  million  in  product  endorsements  f 
Nike  Inc.  Now  his  potential  for  wealth  is  virtually  limitlei 
The  moral  of  Malamud's  novel  is  that  the  sublime  talents  ai 
resources  of  mythic  heroes  like  Woods  are  ultimately  cc 
rupted  and  destroyed  by  such  influences.  Somehow,  th 
doesn't  seem  likely  vvith  Tiger.  We  hope  that  he  wisely  ma 
ages  his  just  rewards,  and  remains  always  the  beacon 
possibility  he  has  become  for  millions. 


STOP  THE  PLAGUE  OF  INSIDER  TRADING 


Doesn't  anyone  worry  about  getting  caught  at  insider 
trading  anymore?  In  April,  call  options  in  Tambrands 
Inc.  soared  a  week  before  Procter  &  Gamble  Co.  announced 
it  would  acciuire  the  company.  Ditto  for  call  options  in  Ale.x. 
Brown  &  Sons  Inc.,  which  skyi'ocketed,  along  with  the  shares, 
days  before  Bankers  Trust  said  it  was  buying  the  regional 
brokerage  fimi.  Earlier  in  Febraaiy,  the  volume  in  put  options 
in  Scholastic  Corp.  rose,  just  days  before  the  children's  book 
pubhsher  released  negative  news.  That  sent  Scholastic's  stock 
sharply  down,  making  the  holders  of  the  puts  that  much 
richer  In  every  case,  a  handful  of  investors  appeared  to 
have  news  of  impending  coi'porate  events  that  the  rest  of  the 
investing  public  was  denied.  Or  perhaps  they  were  all  just 
lucky?  Right.  Hello,  Securities  &  Exchange  Commission. 
Where  are  you? 

Tr-ue,  the  sec  is  hampered  by  the  vagueness  in  the  law. 
There  is  no  better  example  of  this  than  what  is  cuiTently  tak- 
ing place  in  front  of  the  Supreme  Court.  Last  year,  the  U.  S. 
Court  of  Appeals  for  the  Eighth  Circuit  in  St.  Louis  cut 
half  the  heart  out  of  the  SEC's  "misappropriation  theory." 
During  the  wild  and  wooly  '80s,  the  sec  expanded  the  defin- 
ition of  illegal  insider  trading  to  include  the  misappropriation 
of  nonpublic  information  to  trade  stock  in  a  company  that 
someone  did  not  have  a  legal  relationship  with  or  work  for. 
Before  that,  people  liad  to  work  for  or  have  a  direct  legal  re- 
lationship with  a  company  to  be  held  liable. 

The  appeals  court  overturned  the  conviction  of  a  Min- 
neapolis attorney  who  used  the  knowledge  that  his  law  firm 
was  representing  Grand  Metropolitan  PLC  in  a  secret  bid 
for  PillsbuiV  Co.  He  bought  options  in  Pillsbui-y  and  made  a 


cool  $4.3  million.  The  sec  argued  that  the  lawyer  misappri 
priated  confidential,  nonpublic  infonnation  to  decide  to  bu 
shares  in  the  target  company  and  busted  him.  The  appea 
com!  iTiled  that  the  lavvyer  owed  no  fiduciaiy  responsibility  1 
the  target,  Pillsbiuy,  and  exonerated  him.  In  effect,  the  judg 
ruled  that  if  two  lawyers,  one  who  works  for  the  targf 
company  and  one  for  the  bidder,  leam  of  an  impending  merj 
er  and  each  buys  stock  in  the  target,  the  fii'st  goes  to  ja 
while  the  other  gets  to  play  Pebble  Beach.  The  exact  sam 
behavior  is  treated  differently.  Under  these  rules,  there  is 
good  chance  that  the  government's  case  against  Ivan  Boesk, 
for  illegal  insider  trading  would  have  uni'aveled. 

The  Supreme  Court  now  has  to  decide  the  issue.  The  rea 
problem  is  that  insider  trading  is  not  specifically  defined  i; 
any  law.  The  whole  notion  is  based  on  court  rulings  unde 
Section  10(b)  of  the  Securities  Exchange  Act  of  1934,  whicl 
makes  it  a  crime  to  use  "any  manipulative  or  deceptive  de 
vice"  in  connection  with  "the  purchase  or  sale  of  any  securi 
ty."  Pretty  vague  stuff.  Too  vague. 

NonpubUc  information  is  just  that — not  available  to  the  in^ 
vesting  pubUc.  People  trading  on  it,  be  they  connected  to  th( 
hunter  or  the  quarry,  should  be  prosecuted.  A  level  playing 
field  with  equivalent  access  to  infonnation  must  be  preservec 
for  evei-yone  in  the  marketplace  if  it  is  to  retain  its  legitimacj 
and  credibility.  The  U.  S.  Supreme  Court  should  understand 
this  principle  and  nile  for  the  sec.  The  sec,  in  turn,  should 
stait  clamping  down  on  what  appears  to  be  a  recent  plague  ol 
insider  trading.  And  Congress  should  finally  get  on  the  stick 
and  wi'ite  some  reasonably  clear  legislation  to  make  busting 
the  stock  crooks  easier  |/ 
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